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		Introduction

		 

		TARUN CHHABRA

		RUSH DOSHI

		RYAN HASS

		EMILIE KIMBALL

		 

		American assessments of China have changed dramatically in recent years. Once considered a potential “responsible stakeholder,” China is now seen as America’s principal “strategic competitor.” With remarkable speed, U.S.-China relations have fallen to perhaps their lowest ebb since 1979. That trajectory has been further accelerated in the wake of the COVID-19 pandemic, which has seen views of China in most democracies around the world plummet, even as China—emboldened by its own response to the virus—has stoked nationalism at home and become more assertive in seeking to advance its interests abroad.

		China has emerged as a truly global actor, impacting every region and every major issue area. To better address the implications for American policy and global order, Brookings scholars undertook a two-year project, titled “Global China: Assessing China’s Growing Role in the World,” of which this book is a part and for which this book is titled. The goal of this effort has been to furnish policymakers and the public with a new empirical baseline for understanding China’s regional and global ambitions, particularly as Chinese president Xi Jinping heralds a “new era” for China.

		This volume also comes at the start of a new American administration and a new Congress. Both the executive and the legislative branches are in the midst of evaluating the scale of China’s ambitions, where those ambitions intersect with American interests, and how the United States can best protect and advance its objectives in the face of China’s rise. This book is designed to speak to these questions across a wide spectrum of policy domains.

		In the military domain, China’s use of force against Indian soldiers during a 2020 border dispute has raised the possibility that it may do so against other American allies and partners in ways that could implicate American security commitments and potentially trigger a wider regional conflict. With respect to values, the mass incarceration and repression of ethnic minorities in the Xinjiang Uyghur Autonomous Region, the effective end of Hong Kong’s autonomy, and China’s exports of surveillance and censorship equipment have been unsettling to most democratic states. On the technology front, Beijing’s desire to lead in the technologies of the “fourth industrial revolution” has shaken the confidence of advanced states in their own economic models and global economic position. Beijing’s uses of economic incentives and disincentives to influence the choices of other countries across a range of issues has raised concerns about potential erosion of American influence. And with respect to the broader global economy, Beijing’s retrenchment on economic reform, and Xi’s calls for the state to play a larger role in the economy and to refocus China’s growth on domestic drivers (what it calls dual circulation), have alarmed some in the business community. Finally, in the information space, China’s efforts to influence politics and discourse in democracies have drawn growing scrutiny and concern. These same issues so frequently discussed in Washington are also driving debates among policymakers in capitals around the world.

		To serve that increasingly global debate, this book seeks to illuminate the unprecedentedly complex picture of (1) China’s activities on the global stage; (2) China’s objectives, strategy, and reasons for strategic adjustment; and (3) the implications of China’s growing global influence for the United States and the international system it established. Not all chapters can speak to these three questions independently, but taken together they make possible broad inferences that answer these questions and allow us to explore variation in the intentionality and implications of Chinese decisionmaking across an unprecedented range of regions and issue areas.

		To provide additional analytical value, the project draws on Brookings’s deep bench of China and East Asia experts, and also on the tremendous breadth of the institution’s experts in areas of security, strategy, regional studies, and technological and economic development, among others. Several chapters are submitted by scholars from other institutions who are specialists in their fields. In this way, this work is a product of many scholars and practitioners from many different communities.

		Together, the chapters suggest that China is increasingly and self-consciously global in its policy reach. In many cases, China has clear objectives and strategies to secure its interests, though in others its approach is more evolutionary than clearly purposeful. Many of the chapters demonstrate that Beijing is hardly the only power with agency, and that unique constellations of actors—from multinational companies to middle powers—have cleverly navigated for sometimes greater freedom of maneuver amid China’s growing influence. Overall, they show that the implications for the United States and for the international system of a truly “global China” are enormous, and that formulating shared prescriptions for addressing the attendant challenges and for seizing the commensurate opportunities will be the defining foreign policy task of this decade and beyond.

		The book’s inquiry is structured across seven broad categories: domestic politics, East Asia, the great powers, technology, regional influence and strategy, the global economy, and global governance. Within each category, the book explores a broad framing question through a range of chapters. These sections and the findings of the chapters within them are summarized here.

		 

		
			SECTION 1. DOMESTIC POLITICS:
		

		How Have Xi Jinping’s Rise and Ambitions Shaped China’s Foreign Policy?

		 

		Because the shift in U.S.-China relations has coincided with Chinese president Xi Jinping’s consolidation of power, many in the United States associate the two closely with each other. The prevailing narrative in the United States is that President Xi is determined to take China in a new direction, a direction that many experts on China describe as increasingly illiberal at home and aggressive abroad. But this narrative has consequences. Whether President Xi and his consolidation of power bear responsibility for increased tensions, or instead, whether bilateral tensions are structural in nature rather than personality-driven has important implications for policy.

		To critically assess President Xi’s role in the breakdown in bilateral relations, we solicited contributions from Brookings colleagues and guest experts from both academia and the policy world.

		Rush Doshi observes that high-level consensus among Chinese Communist Party (CCP) officials on China’s grand strategy predates Xi’s presidency, and that Beijing’s former strategy of “hiding and biding” always had an expiry date because it was contingent on the Party’s assessment of the international balance of power. Several apparently recent developments—including the departure from hiding and biding, a focus on power projection, more confident pursuit of territorial interests, and the launch of new international institutions—have clear roots in the tenure of Xi’s predecessor, Hu Jintao. Doshi therefore cautions against attributing China’s external assertiveness to Xi. Rather, the United States needs to build its China strategy with a clear-eyed recognition of China’s long-standing commitment to its current path and the high-level Party consensus that underpins it.

		Ketian Zhang also finds continuity in China’s nonmilitary coercion. Zhang shows a consistent pattern between Beijing’s response to the 2010 award of the Nobel Prize to Chinese dissident Liu Xiaobo, and the 2017 deployment by South Korea of the Terminal High Altitude Area Defense system (in response to heightened missile threats from North Korea). Zhang observes consistency in the tactics Beijing has employed for responding to such challenges, well before Xi assumed the presidency and since. These include economic sanctions on symbolic and visible areas of bilateral trade and the visible cutoff of high-level diplomatic engagement. She observes that the primary purpose of such actions is to signal disapproval and to deter similar moves by both the offending country and other countries as well.

		Amid ongoing debates about whether President Xi Jinping is facing a backlash against his policy transformations at home and abroad, Cheng Li assesses recent domestic political and socioeconomic decisions and concludes that Xi has repositioned himself as a populist leader domestically while overseeing China’s rise as a global power. Xi has drastically changed the composition of the key national and municipal leadership to include many of his confidants; significantly increased the budget to eliminate poverty in inland, rural areas; and generated policy incentives to establish “super megacities.” Li warns against underestimating Xi’s domestic power and the popular support for his foreign policy.

		The contributions to this section of the book generally converge on the conclusion that Chinese foreign policy reflects more continuity than change under Xi’s leadership, even if the consolidation of party control is transforming domestic politics and awakening the world to China’s growing global ambitions.

		 

		
			SECTION 2. EAST ASIA:
		

		How Is China Seeking to Reshape the Status Quo across East Asia’s Hotspots, and How Are States within the Region Responding?

		 

		Viewed as a whole, the pieces in the East Asia section make a compelling case that China is no longer pursuing a narrowly defensive agenda of protecting its “core interests” on issues of sovereignty, political stability, and economic development. Rather, Beijing appears to be seeking revisions to the regional order to afford it greater influence over the outcome of events along its periphery, and ultimately, restoration of China as the leading power in Asia.

		East Asia has become the region where U.S. and Chinese interests most clearly intersect. Importantly, it has also become the main growth engine of the global economy, a role for the region that is likely to continue well into the future. As such, how the United States and China navigate their competing interests in East Asia will go a long way toward determining how they will relate to each other as major powers in the international system.

		Our contributors show that China is seeking adjustments to the status quo in each subregion of Asia, though staying at levels generally below the threshold of direct military conflict. Beijing’s toolkit for incentivizing acquiescence to its aspirations for regional leadership includes both carrots and coercion. While Beijing’s rapidly expanding military capabilities merit careful examination, so too does its use of economic rewards and disincentives to compel acquiescence—or nonopposition—to its regional agenda.

		Likewise, Beijing has seemingly grown more comfortable with friction with the United States and other countries in the region as its power has expanded. Beijing has shown less sensitivity to reputational risk or pushback for taking bold measures to assert itself in the South China Sea, the East China Sea, or the Taiwan Strait, for example.

		Together, these chapters raise fundamental questions about the kinds of actions or events that could plausibly induce Beijing to exercise restraint in pursuit of regional ambitions. They also highlight that the future direction of developments in the region is far from foregone. Regional countries have shown varying levels of dexterity in balancing between economic imperatives with China and their own security requirements, including by working among themselves—and with the United States—to respond to Beijing’s advances.

		Jung H. Pak observes that China seeks to drive a wedge between the United States and South Korea, which Beijing believes would weaken America’s standing in Northeast Asia and increase Beijing’s influence over outcomes on the Korean Peninsula. She notes, though, that China has undermined its own objectives with its aggressive opposition to South Korea’s installation of an American missile defense system. Beijing’s punitive response to Seoul’s defensive measure revealed the divergence in interests between Beijing and Seoul on the Korean Peninsula. It also heightened South Korean concern about the risks of economic dependence on China. Pak concludes that the best counter that Washington and Seoul could provide to Beijing’s efforts to drive wedges between them is to get on the same page about prioritizing regional stability, economic growth, and coordination on common challenges.

		Evans J. R. Revere warns that China’s identification of its interests will lead it to accommodate a nuclear-armed North Korea. For China, stability and avoidance of conflict are higher priorities than denuclearization. Revere argues that China and North Korea share similar goals, which include weakening the U.S.–South Korea alliance, removing U.S. forces from the Korean Peninsula, and reducing U.S. influence in Northeast Asia. As such, the United States must approach China with full awareness of the misalignment of each side’s respective priorities on the Korean Peninsula. Washington must not base North Korea strategy on assumptions of Chinese support, and also must not mortgage leverage with Beijing in pursuit of cooperation on North Korean denuclearization, given the low likelihood of such cooperation materializing.

		Richard Bush examines how China’s approach to cross-Strait relations is colliding with Taiwan’s democratic system of governance. He identifies three potential pathways for Beijing to pursue its goal of unification: (1) persuading the Taiwan people to accept “one country, two systems”; (2) using force; and (3) pursuing coercion without violence to wear down Taiwan’s resistance to unification. Bush argues that the coercion without violence is the Goldilocks solution for Beijing between being too soft and too risk-acceptant in pursuit of unification. He judges that Beijing views the will of the Taiwan people as the center of gravity for deciding the future fate of Taiwan, and Beijing sees intimidation, pressure, and cooptation as the best means to exacerbate societal divisions within Taiwan and wear down the confidence of the Taiwan people in their own future. Bush suggests that Taiwan’s societal cohesion and success provide the best counter to Beijing’s efforts to achieve unification via coercion without violence.

		Lynn Kuok argues that China’s actions in the South China Sea to bolster its territorial and maritime claims have led to a weakening of the international law of the sea. Chinese actions of concern include encroaching on coastal states’ exclusive economic zones, increasing its military presence around features, seeking to deny the United States and other countries navigational and other freedoms of the seas, and escalating its militarization of features it occupies. She argues that Beijing has established military advantages in the event of conflict and strengthened its ability in peacetime to deter other claimants from challenging China’s claims. To respond to these developments, Kuok urges the United States to support economic development in Southeast Asia and also to find ways to strengthen Southeast Asian states’ agency, not least in supporting the continuing applicability of international law.

		Caitlin Talmadge examines the U.S.-China nuclear relationship and concludes that bilateral competition in this domain is likely to intensify. Two primary factors will drive this competition. First, the United States will be unwilling to abandon its nuclear advantages over China as Chinese forces grow larger and more sophisticated. Second, U.S. efforts to strengthen defenses against global nuclear threats may appear threatening to China, fueling further (if unintended) competitive dynamics. To manage this competition and reduce nuclear escalation risks, Talmadge highlights the importance of building off-ramps through direct crisis communication channels and proposes integrating China in an arms control framework that could encompass cyber, space, and other frontier technologies that affect nuclear stability.

		 

		
			SECTION 3. GREAT POWERS:
		

		How Are the World’s Great Powers Maneuvering amid U.S.-China Rivalry, and Is the International System Increasingly Bipolar or Multipolar?

		 

		For many in the strategic community, great power politics is primarily understood as a shorthand for the bilateral competition between the United States and China (or between the United States and Russia). But great power politics is in fact about much more, and the ties between both China or the United States and the other great powers—notably Europe, Japan, India, and Russia are of critical importance—have the power to shape U.S.-China competition and the international system.

		The chapters in this book demonstrate that a key development in great power politics is the strong position of Washington and Beijing relative to the other great powers, which appears to be producing an order that is more bipolar than multipolar. Indeed, with both countries’ economic and military strength and leadership in technologies like artificial intelligence, the United States and China are outpacing the other great powers—and that gap is growing. In light of this widening separation, it is increasingly clear that decisions made in Beijing and Washington will play a major role in questions regarding geopolitical stability, global and national economic growth, emerging technology, and international values and institutions. At the same time, the fast-deteriorating relationship between these two countries will also form the broad structure within which the other great powers maneuver.

		The intensifying U.S.-China competition is an important factor affecting the policies of the other great powers. For China, stabilizing ties with other great powers provides a hedge against the downturn in relations with the United States. Given the Trump administration’s unpredictability, trade protectionism, and limited reliability as a security partner, great powers like Japan and India seized on China’s receptiveness as an opportunity for improved, albeit limited, ties. Tokyo, for example, has managed to achieve a thaw in the political and diplomatic relationship even as security and economic competition intensifies, indicating the sophistication of both governments in managing bilateral ties. For Delhi, a fatal China-India border crisis has reinforced the fundamentally competitive nature of relations, with the potential for conflict ever present, even as China and India both look for ways to prevent relations from tipping into outright enmity. These improvements are of course limited: for both India and Japan, concerns about status, China’s growing regional role, and especially ongoing territorial disputes continue to constrain room for better relations and form part of the reason for their continued pursuit of strong bonds with the United States broadly.

		China’s other neighboring great power, Russia, has seen its ties with China improve. The growing and unmistakable convergence between Moscow and Beijing is among the most important trends reshaping the web of great power ties. China and Russia share a mutual interest in challenging a world order dominated by the United States. Russia provides China with military hardware, energy, and Arctic access; China is Russia’s largest trading partner and provides capital, technical expertise, and a market for Russia to further develop its natural resources; both provide each other support in diplomatic bodies. The depth and duration of this trend of strengthening Sino-Russian ties will be a key feature to watch going forward. The chapters in this section of the book examine these dynamics and their implications for the international system in greater detail. They also offer policy options for the United States and other countries.

		As Bruce Jones notes in a sweeping analysis of the ways great power politics intersects with international order, China’s rise marks the first time since the creation of a global system that an illiberal power has the reach, capacity, and ambition to reshape the rules of the international order. Jones highlights several key features of the current system: the continued weight and scale of the United States; the new position and global policies of China; a layer of powers (the European Union, the United Kingdom, Russia, India, and Japan) vying for space and security; the wide and deep network of multilateral institutions; and the presence of an informed and active network of civil society, the private sector, and the general public. Among the most critical factors, he notes, is the growing power gap between China and the United States—the top two powers—and the rest. This fact will force the other powers to pay close attention to the preferences of both Washington and Beijing, as well as the tensions between them.

		Jones also argues that the United States will be better able to shape the international order if it recommits to (but also retools) the alliance system and returns to a wider appreciation of the multilateral order. Washington will need to navigate the reality that China can claim a full seat at the table in certain domains. That, in turn, forces an uncomfortable choice between acceding to a sharing of power or driving a degree of economic decoupling—potentially leading to the emergence of two zones of globalization. If the United States and China continue to pursue strategic rivalry, and if their relationship continues to deteriorate, Jones suggests that a kind of bifurcated globalization will develop—two zones of technological, infrastructure, and commercial integration.

		Ryan Hass explores the key force driving that possibility: the U.S.-China relationship. He argues that the relationship is deteriorating faster than at any point since 1979, when the two countries first established diplomatic relations. While several factors have contributed to the downturn in relations, Hass identifies four in particular: (1) Washington and Beijing’s dissatisfaction with the regional security status quo; (2) China’s emergence as a global rulemaker; (3) the growing centrality of technology competition in the bilateral relationship; and (4) the intensification of ideological and systems competition. Hass offers several recommendations to U.S. policymakers for restoring equilibrium to the U.S.-China relationship, including right-sizing the risk that China poses to U.S. interests; developing a shared framework between Washington and Beijing for understanding the nature and distribution of power in the U.S.-China relationship; relearning how to shape China’s behavior; and focusing on national cohesion and American renewal. He concludes that the United States and China can coexist within a state of heightened competition as long as both countries recognize that their national conditions are linked—for good or ill—to the actions of the other, exercise restraint in addressing challenges with one another, and concentrate on addressing their own internal shortcomings.

		Mireya Solís analyzes China’s ties to Japan and demonstrates that geoeconomics has become a critical frontier in their bilateral competition for Asian leadership. She argues that China and Japan are each pushing visions of regional integration and offering development finance to see them through, but that neither is pressing developing countries in Asia to make binary choices on overall relations. Even as this competition unfolds throughout the region and beyond, Beijing and Tokyo have improved bilateral ties as both cope with the unpredictability and protectionism of the United States, with leader-level exchanges increasing and some cooperation on economic matters. That thaw has had limits: China continues to pressure Japan on territorial disputes, while Japan is increasingly adopting economic defensive measures to guard against technological leakage vis-à-vis China.

		Tanvi Madan explores China’s relations with India, Asia’s other great power democracy. Madan characterizes Delhi’s approach to Beijing as “competitive engagement with Indian characteristics.” She observes that India’s management of its China relationship has involved two elements: one that seeks engagement with Beijing where possible, and another that involves competing with China both alone and in partnership with others. Madan argues that India’s recent “reset” with China has thus far been limited, consisting of greater high-level interaction, efforts to improve economic and people-to-people ties, and the restarting of boundary and military dialogues. However, the persisting boundary dispute, China’s support for Pakistan, concerns about China’s increasing activities and influence in South Asia and the Indian Ocean region through the Belt and Road Initiative and beyond, and an unbalanced economic relationship have ensured that the Sino-Indian relationship remains a fundamentally competitive one. With its concerns about a rising China’s intentions and actions, India has pursued deeper ties with the United States and a range of countries in the Asia Pacific/Indo-Pacific, notably Japan and, increasingly, Australia. Madan notes that a major Indian revaluation of its China approach is unlikely at this stage, but could conceivably occur because of domestic political or economic developments in India, doubts about America’s role and commitment in the region and vis-à-vis India, or a sustained Chinese strategy to reassure India or assuage its concerns.

		Angela Stent writes that the growing Sino-Russian partnership represents one of the most concrete and durable achievements of Russian president Vladimir Putin’s foreign policy. The turning point in the bilateral relationship came in 2014 after the annexation of Crimea—Putin promoted ties with China to balance Russia’s adversarial relationship with the United States and Europe, and China enabled Russia to avoid the isolation the West sought to impose on Russia. China is interested in access to Russia’s oil and gas, its military equipment, and its Arctic waters. Russia has even assisted China in developing an early warning system against nuclear attacks and adopting China’s telecommunications equipment, and both countries have coordinated in global institutions. Despite this convergence, Stent argues that Russia and China see some strains. For example, Russia has reasons to be concerned about China’s Belt and Road Initiative, and the two countries are not entirely aligned on their visions of a post-Western global order. While the United States is unlikely to be able to drive the two countries apart, Stent argues it should be careful not to push them closer together.

		Thomas Wright examines the shift in European policy away from one organized around economic engagement with China to one aimed at limiting China’s influence in Europe based on strategic and security concerns. He writes that China’s behavior is the driving force behind the EU’s evolution to a strategy of balancing. This was already underway before the COVID-19 crisis, but it has accelerated since. Europe’s approach is different in significant ways from that of the United States, but it is generally complementary to it. Because it is based on an understanding of how European interests are challenged by China, it may prove more durable than if it were simply at the behest of Washington. Wright emphasizes that EU-China relations are an important case study of Chinese reaction to a major power that is willing to engage with them.

		 

		
			SECTION 4. TECHNOLOGY:
		

		China Aspires to Global Technology Leadership. Can It Achieve Its Ambitions? What Would the Impacts Be at Home and Abroad?

		 

		While the United States has maintained its position as the technologically dominant power for decades, China has made enormous investments and implemented policies that have accelerated its own progress in the technology domain. China’s rapid technological advances have contributed significantly to its economic growth, increasing military capabilities, and expansion in global influence. These technological developments have also reflected and informed strategic competition between the United States and China.

		The Chinese Communist Party’s ambition to “catch up with and surpass” the West in advanced technologies is hardly new. It traces a lineage in Party guidance from Mao Zedong to Xi Jinping, with an emphasis on technology as a source of national power and a key domain of international competition, and “indigenization” as a top priority. As China’s economic and political influence has expanded, so, too, have many of its technological ambitions and achievements.

		The chapters in this section explore the broad dynamics of U.S.-China technology competition and assess China’s progress in the development of fifth-generation (5G) wireless technology, weapons enabled by autonomy and artificial intelligence (AI), biotechnology, surveillance technologies, and space technology. They reveal critical linkages between foreign and domestic policy through the cross-border reach of domestic technology policy and regulation, as well as the impacts of global standard-setting initiatives.

		Michael Brown, Eric Chewning, and Pavneet Singh argue that the United States is in a “superpower marathon” with China, an economic and technology race in which the United States must compete with—rather than contain—China. Technology and innovation will drive U.S.-China economic competition and the U.S. role in the world. The authors advocate a strategy designed to improve U.S. competitiveness and focus on long-term capability development. In particular, they propose larger investments in research and development (R&D), including a focus on engineering talent, an integrated U.S. economic strategy across government, and longer-term focus for U.S. businesses and capital markets.

		Nicol Turner Lee narrates the intensifying competition between the United States and China to deploy 5G wireless networks. In particular, she highlights the risks of a “split digital ecosystem worldwide” spurred by China’s Belt and Road Initiative, and the potential for China to “lock in” other nations with its 5G technology. In the United States, rising national security concerns surrounding Huawei, China’s dominant 5G player, are impacting the global supply chain. Despite China’s slight lead in the areas of spectrum and equipment, the United States historically has maintained dominance over innovation and could make up for lost time with a more coordinated 5G strategy.

		Frank A. Rose outlines how China has rapidly expanded its presence in outer space in both the civil and military arenas. China’s People’s Liberation Army has conducted a major reorganization to better integrate space, cyberspace, and electronic warfare systems with its other military capabilities. Rose argues that, in light of these developments, the United States will need to develop a strategy that deters China’s advancing anti-satellite (ASAT) capabilities, while also addressing sustainability and safety concerns like orbital debris, space traffic management, and the rise of mega-satellite constellations.

		Sheena Chestnut Greitens focuses on the growing adoption of China’s public security and surveillance technology platforms around the world. Greitens finds that there is relatively little correlation between such platform adoption and the levels of democracy or freedom in adopting countries. While there are concerns about how these technologies could contribute to the entrenchment of authoritarian rule in some countries, or the weakening of democratic norms in others, many leaders in adopting countries also see potential for these platforms to address urgent public policy challenges, such as violent crime. U.S. policymakers must address Chinese technology companies’ often quiet initiatives to shape the global regulatory environment. She recommends that the United States propose a set of standards for adoption of these technology-enabled surveillance platforms that are compatible with U.S. values—respect for human rights, civil liberties, privacy, and democracy.

		Saif M. Khan and Carrick Flynn examine China’s ambitions, achievements, and obstacles in developing an indigenous semiconductor industry. They argue that it is in the strategic interest of the United States and its democratic allies and partners for China to remain reliant on them for state-of-the-art computer chips. China is investing heavily to produce advanced chips that can power weapons systems which could threaten the United States and its allies and partners, as well as techno-authoritarian surveillance platforms that violate human rights. Khan and Flynn recommend coordinated, multilateral export controls on semiconductor manufacturing equipment to slow, if not halt, China’s progress toward producing advanced chips. Because the United States, Taiwan, and South Korea are currently the only economies with significant, near-state-of-the-art chip fabrication factory capacity, Khan and Flynn argue that the export controls they prescribe would, over the long term, shift a significant portion of the production of high-end chips to democracies.

		Elsa B. Kania focuses on Chinese advancements in “intelligent” and autonomous weapons systems. The Chinese military and defense industries have undertaken major initiatives in research, development, and experimentation in autonomy and AI-enabled weapons systems, as part of China’s efforts to leverage innovation in science and technology in pursuit of great power status. However, China’s progress will be contingent on its ability to overcome significant hurdles to testing, training, and application in real-world scenarios. China will also need to address emergent safety, technical, legal, and ethical considerations in its development of technology-enabled weapons systems. The United States must closely monitor Chinese military and technological advancements and engage in dialogue with allies and partners as well as Chinese military counterparts to reduce the risk of unintended escalation.

		Scott Moore explores China’s trajectory in the global biotechnology sector. While the United States has been the dominant global player in developing and commercializing biotechnology for decades, China is determined to become a leading player and is investing heavily in the sector. Moore argues that although the United States is likely to remain ahead in most biotechnology fields, China’s biotechnology sector can still be expected to produce significant innovations, some of which will have national security implications for the United States. China is already poised to become a critical player in policy and governance issues related to biotechnology, even as it works to overcome some of its own internal deficiencies, for example, in R&D and higher-risk financing. Moore identifies avenues for potential U.S.-China coordination, including in addressing the COVID-19 pandemic and in developing biosafety and biosecurity protocols that could open space for cooperation, much as shared concerns among major powers over nuclear security did in previous decades.

		 

		
			SECTION 5. REGIONAL INFLUENCE AND STRATEGY:
		

		China Now Touches Virtually Every Region in the World—How Is China’s Increasing Involvement Impacting South Asia, the Middle East, Latin America, and Elsewhere?

		 

		In the regional influence and strategy section, contributors explored where China is exercising initiatives to expand its presence, what factors are driving it to do so, and what tools it is relying on to advance its objectives. Viewed as a whole, the pieces push the discussion about China’s ambitions beyond the long-standing debate over whether China seeks to consolidate leadership in Asia as a stepping-stone toward greater global leadership. The contributors in this section make clear that China is not waiting to consolidate its position in Asia before it asserts itself as a global actor. Rather, China is strengthening its presence in every corner of the world simultaneously.

		China is now one of a small handful of countries with interests spanning the globe and the capacity to act on them. While its rapidly expanding military capabilities are supporting China’s pursuit of its global ambitions, they are not Beijing’s tool of first resort. For the moment at least, China is relying foremost on its economic statecraft, both in the form of incentives to attract support for its agendas and disincentives (withheld investments and curtailment of market access) for countries that challenge Beijing’s plans.

		The lack of a military presence at the leading edge of many of China’s efforts around the world should not be mistaken for any lack of strategy, though. These chapters also highlight China’s desire to strengthen its force projection capacity, its consideration of building overseas military bases, and its awareness of the need to have capabilities to counter threats to its interests abroad. So, in several regions where economic imperatives have outrun other features of China’s growing global presence, it remains an open question whether a military footprint will follow.

		Ted Piccone examines the tightening embrace between China and the Latin American and Caribbean region. He highlights how China has emerged as a dominant economic actor in the region, and the implications for the region’s infrastructure, energy sector, and politics. Piccone argues that intensifying U.S.-China competition in the region should push the United States to articulate a comprehensive strategy that positions Washington as the partner of choice for tackling major regional challenges. An affirmative American agenda will have greater purchase than a defensive agenda that seeks to outspend China or obstruct China’s inroads into various countries in the region.

		Natan Sachs and Kevin Huggard examine Israel’s relationship with China within the broader context of American and Chinese strategies in the Middle East. They observe that Israel finds itself torn between its diplomatic and economic incentives to work with China and its paramount interest in maintaining a close relationship with the United States. The net result has been to cause Israel to limit its engagement with Beijing and remain sensitive to security risks of deepening relations with China. Across the region, China’s need for the secure flow of Middle Eastern energy means that its primary regional interests lie with oil-exporting states, not Israel. Even if Beijing does not intend to take on a more central role in regional security or politics, potential American retrenchment in the region could change its calculus over time. For Israel, though, China cannot serve as a substitute for the United States.

		Bruce Riedel observes that China’s relationship with Saudi Arabia is driven by access to oil. Aside from purchases of Saudi oil, there is little strategic cooperation between the two countries. Riyadh still views Washington as its main strategic partner; a majority of its arms purchases come from the United States. Washington is also far more aligned than Beijing on Iran, Saudi Arabia’s regional rival. Even if U.S.-Saudi relations go through a downgrade, there will remain limits on China’s ability to take advantage, given the narrow foundation on which China–Saudi Arabia relations have been built.

		Natasha Kassam traces the causes of the deteriorating China-Australia relationship and its economic and security implications. Kassam highlights Beijing’s rising tolerance for friction and Canberra’s decision to reciprocate in kind. She observes that Beijing views Australia through the lens of U.S.-China competition. Seeing the relationship in this light has motivated Beijing to seek to create distance between the United States and Australia in order to weaken America’s position in the western Pacific. She warns that China’s growing pressure on Australia should not be seen as an aberration, but rather as a foretaste of how China will exercise its growing power to advance its strategic objectives. She warns that such conduct could backfire for Beijing, though, by betraying an aggressiveness that will be viewed unfavorably by other countries in the western Pacific.

		Jonathan Pryke analyzes China’s efforts to expand its influence in the South Pacific and the alarm that such efforts have triggered among the United States and its allies. While observing that China’s growing involvement in the local affairs of the island nations has had a corrosive effect on good governance through elite capture, corruption, and lack of transparency in commercial dealings, it may also prove to be a losing formula for Beijing. Pryke notes that China’s increased activism has prompted Australia and New Zealand to up their diplomatic game in the region, raising questions of how far Beijing will be able to go in its efforts to build inroads in the South Pacific.

		Michael O’Hanlon explores what issues could trigger conflict between the United States and China or Russia. He concludes that the greatest risk of a head-on and large-scale conflict would likely result from a Chinese assault on an island administered by Japan, or by a Russian attack on a Baltic state. Potential scenarios could involve a small-scale Russian or Chinese attack against a sliver of allied territory, designed less to seize land than to flex national muscles and challenge the U.S.-led global order. What should the United States and its allies do if China or Russia undertakes an aggressive action that is at once both minor in its physical scale and strategic in potential consequences? O’Hanlon argues that rather than rely on rapid military escalation, the United States and its allies will need to develop strategies of asymmetric defense and counterattack. An asymmetric defense would combine and interweave the economic instruments of statecraft and warfare into combat plans. The active elements of the strategy would center on economic warfare. Military responses would be important but would often function in a supportive role, to create a defensive line against any further enemy advance and perhaps to support the enforcement of economic sanctions.

		Leah Dreyfuss and Mara Karlin analyze China’s military basing and force projection strategies. They judge that in the near to medium term, China will likely maintain its posture of foregoing formal military alliances, instead seeking security partnerships entwined with Belt and Road Initiative projects that enable access in recipient countries. They conclude that China’s reliance on imported energy and commodities, as well as its desire to protect overseas citizens and investments, are likely the key drivers of China’s efforts to acquire greater access for its forces overseas. At the same time, Karlin and Dreyfuss warn that China’s appetite could grow with the eating, leading it to pursue an expanding global military posture as its national power and force projection capabilities expand in the future.

		 

		
			SECTION 6. THE GLOBAL ECONOMY:
		

		How Is China’s Rise Reshaping Global Economic Institutions and Affecting Progress on Goals Like Poverty and Climate?

		 

		China’s growing weight in the international economy is allowing it to gain greater influence over the key underpinnings of the global economic system. China’s efforts to secure a larger role for itself in multiple international institutions, as well as its willingness to launch new institutions to rival existing ones, have generated questions about the scale of its ambitions and the tools it will use to advance them. On issues ranging from energy to trade, China has had some success in bending institutions, rules, and norms in its preferred directions. At the same time, in other areas, such as internationalization of the renminbi, China’s aspirations continue to outpace its impacts. The chapters in this section explore the tension for Beijing between preserving its state-led economic model and exercising the type of influence it aspires to in the international economy. The chapters also examine the global ramifications of China’s growing middle class, as well as the energy and climate implications of China’s economic expansion for the rest of the world.

		David Dollar details China’s approach toward international economic institutions. While China has fulfilled its commitments to these institutions, it has been reluctant to take on greater responsibilities that typically befall developed countries. China’s insistence on being treated as a developing country has generated tensions with developed countries. To preserve and adapt the global economic architecture, Dollar recommends that China and other developing countries should receive more weight in global economic decisionmaking in return for greater adherence in their initiatives to prevailing global norms and standards, such as on debt sustainability and environmental and labor safeguards.

		Eswar Prasad articulates that while China has the second-largest economy in the world, its currency, the renminbi, is not commensurate with the country’s weight in the world economy. Prasad argues that the renminbi’s status has been impeded by the Chinese government’s unwillingness to undertake a broad range of economic and financial system reforms to liberalize its exchange rate, to allow the currency’s external value to be determined by market forces, and to fully open the capital account. According to Prasad, the renminbi’s growing prominence has come at the expense of other currencies—the euro, the British pound sterling, and the Japanese yen—rather than the U.S. dollar. For the renminbi to become a safe-haven currency requires not just economic and financial reforms but also significant institutional reforms that the Chinese leadership has thus far proven unwilling to advance.

		Joshua P. Meltzer explains that China’s dominance in 5G infrastructure will further support China’s digital economy, which is second only to that of the United States. The extensive online activity of Chinese netizens provides large amounts of data, which provides an advantage, particularly in developing AI-enabled capabilities. Yet China is largely closed to foreign competition given restrictions on digital services imports and a heavily regulated internet. China’s actions toward foreign competition stand in contrast to its actions to shape the international environment and the development of norms and rules affecting data governance, including through China’s Digital Silk Road. While the United States has been leading the charge for an open internet, more must be done to counter China’s global efforts, lest the internet become bifurcated between the United States and China.

		Homi Kharas and Meagan Dooley show how China has impacted the global middle class through its size and numbers, its increasing ability to set new middle-class trends, and its challenge to the values and attributes of what belonging to the middle class really means. China is in large part responsible for the ongoing fastest expansion of the global middle class the world has ever seen, reinforced by growth in India and other countries. Kharas and Dooley explore three challenges and costs for others around the world as China’s middle class grows: (1) whether the world can sustain such a large consumer class within planetary boundaries, (2) whether China’s middle class poses a competitive threat or is a positive force promoting global growth, and (3) how a growing Chinese middle class will change the country’s politics.

		Samantha Gross examines how China has become the center of gravity for global energy markets. As energy demand growth has slowed elsewhere, over the last decade China’s energy demand has increased by nearly 50 percent. Gross explores the electricity and oil and gas industries separately to understand how China carves out a place in energy markets and how it might change its policies as it confronts the challenges of climate change and local pollution. China aims to lead in new energy technologies in electricity; it has succeeded in leading the world in its pace of solar and wind capacity buildout. However, China is still reliant on oil and gas imports because domestic production cannot keep up with demand. China has also contributed to climate challenges through its continued construction of coal-fired power plants. As demand for coal-fired plants slows in China, Beijing has financed coal-fired power projects abroad through the Belt and Road Initiative to maintain excess Chinese industrial capacity.

		Todd Stern underscores the importance of U.S.-China coordination on climate change. He argues that there is no way to contain climate change worldwide without full engagement by both countries. As the U.S.-China bilateral relationship declines further, he urges U.S. policymakers to find ways to manage a relationship that permits both competition and collaboration. Without renewed U.S.-China climate cooperation, the United States and the world will face grave national security consequences. Stern underscores that reviving climate cooperation between the two countries will also require an adequate level of commitment from both China and the United States to tackle climate change and decarbonize their economies toward meeting the Paris agreement’s best-efforts goal of holding global temperature rise to 1.5°C.

		 

		
			SECTION 7. GLOBAL GOVERNANCE:
		

		How Is China Reshaping Global Governance, Human Rights Norms, and International Institutions?

		 

		From human rights to the rule of law and global multilateral bodies, China, by virtue of its size and initiative, is exercising an almost gravitational force on liberal values, pulling key institutions, rules, and norms in its preferred direction. The chapters in this section explore this trend by focusing on China’s engagement with international law, its growing influence in the United Nations, its effort to reshape the global human rights system, and its egregious repression in Xinjiang. Even if China does not seek to evangelically “export” its system, the reality is that its actions and interests demonstrate a desire to alter global governance to better reflect its own illiberal preferences. These chapters critically examine where China might be able to advance its preferences, and where it might face obstacles in its attempts to do so.

		Robert D. Williams examines China’s history of engagement with international law and its mixed record in the areas of trade, maritime and territorial disputes, Hong Kong, human rights, climate change, and the emerging spheres of cybersecurity and autonomous weapons. He concludes that China takes a flexible and functional approach to international law, that China is seeking to shape legal norms in its favor across many domains of international relations, and that despite its considerable limitations, international law can influence the context for the choices of Chinese leaders and their perceptions of their interests. Williams urges the United States, in concert with allies and partners, to reengage with international law in a clear-eyed effort to shape rules that are more robust and more effectively enforced, as a tool for advancing U.S. interests and influencing Chinese behavior.

		Jeffrey Feltman writes that China’s growing influence at the United Nations is inevitable. Even so, he cautions that fears of China changing the UN from within are premature. The United States is still the UN’s most powerful member state. The UN has largely served as a force multiplier for American values; yet Americans need to be realistic about the future as China assumes a larger global role and shifts its focus to peace and security work. Feltman suggests that having China operate within a system forged under U.S. leadership provides the United States with an advantage. Feltman warns, however, that the United States must join forces with others at the UN to push back against Chinese and Russian attempts to distort normative principles of the UN, and to prevent leadership vacuums from emerging that China will seek to fill.

		Sophie Richardson argues that the Chinese government’s greater engagement with international institutions is not a gain for the global human rights system, and highlights the ways Chinese authorities are trying to reshape norms and practices globally. Chinese domestic censorship now extends across borders and, at the United Nations, China seeks to manipulate procedures to minimize scrutiny of its conduct. Richardson outlines steps to reverse these trends, for example, urging academic institutions to prioritize academic freedom. Companies have a responsibility to respect human rights and should reject censorship. Noting that the spread of COVID-19 has triggered a wave of racist anti-Asian harassment, Richardson stresses that efforts to limit the Chinese government’s threats to human rights should not penalize people from across China or of Chinese descent.

		Dahlia Peterson and James Millward describe China’s system of oppression in Xinjiang and offer a slate of policy recommendations for the United States and its allies to increase public awareness and challenge repressive behavior in Xinjiang. CCP policies toward Xinjiang have eroded Uyghur autonomy through forced ethnic assimilationism. Chinese and Western companies have provided surveillance technology to the Xinjiang public security and surveillance industry, and while some of these companies have been sanctioned by the U.S. Department of Commerce, sanctioning has not yet had a significant impact. Peterson and Millward argue that the United States must clearly articulate the intended aims of its policy actions on Xinjiang and strengthen refugee and cultural protection for Uyghurs.

		 

		CONCLUSION

		 

		This book marks a first step in the effort to understand what kind of global power China will be and how it will reshape global order. The COVID-19 pandemic has seemingly accelerated the urgency of these questions while at the same time putting China, the United States, and the global order in a state of flux that obfuscates the answers.

		For researchers and practitioners, one of the most important lessons of a “global China” is the need for a shared pursuit of the answers. China is no longer the exclusive province of China and East Asia experts. As its influence extends into every regional and functional domain, the formulation of good China policy increasingly relies on experts of other fields to interpret, illuminate, and explain the various facets of China’s new global profile.

		

	
		SECTION 1

		 

		DOMESTIC POLITICS

		 

		How Have Xi Jinping’s Rise and Ambitions Shaped China’s Foreign Policy?

		

	
		1

		 

		Hu’s to Blame for China’s Foreign Assertiveness?

		 

		RUSH DOSHI

		 

		As Sino-American ties descend to a new post–Cold War low, Western analysts increasingly place the blame on Chinese president Xi Jinping’s aggressive international activism. But to what degree is this muscular foreign policy the product of one man versus the larger system in which he is embedded?

		This is a question of profound importance to bilateral ties. Too often, analysts overpersonalize China’s foreign policy by contrasting a supposedly weak and timid Hu administration with a bold and striving Xi administration. But the reality is far more complex, and Xi’s power consolidation and cult of personality are overshadowing important ways in which his foreign policy exhibits continuity with past trends.

		The link between Hu and Xi’s foreign policy has meaningful policy stakes. Widening the lens with which we view present Chinese foreign policy helps bring into focus a strategy that appears to enjoy a high-level consensus among Chinese Communist Party (CCP) officials. Many aspects of an increasingly assertive Chinese policy that the United States finds disagreeable are not “bugs” introduced by Xi’s unique power consolidation and aggressiveness but enduring “features” of that consensus.

		 

		THE DECLINE OF “HIDE AND BIDE”

		 

		In popular media, Xi Jinping often receives credit for moving Chinese grand strategy away from Deng Xiaoping’s strategic guideline (战略方针) that China needed to “hide capabilities and bide time.” That guideline, more precisely rendered as Tao Guang Yang Hui (韬光养晦), dated back to the end of the Cold War when the United States rose to become China’s chief threat, prompting Deng Xiaoping to advise his successors to adhere to a strategy of nonassertiveness. The strategy was about more than avoiding the costs of international leadership; it was also about avoiding conflict with the United States, reducing the risk of encirclement by China’s neighbors, and creating space for Chinese development.

		While it is true that Xi had almost never mentioned Tao Guang Yang Hui during his tenure and that authoritative Party commentaries on his remarks have stressed his emphasis on China’s need to “step out from Tao Guang Yang Hui,” the formal shift away from this core strategic guideline clearly began under Hu, as recently published documents now make clear.

		To understand how Xi’s policy shares continuity with the past, it is important to recognize that for decades, China’s leaders have been explicit in open sources that they never expected Tao Guang Yang Hui to be permanent. Deng, Jiang, and Hu’s own speeches all conceded that adherence to the strategy was based on China’s assessment of the “international balance of power” (国际力量对比) and (implicitly) that it would therefore one day expire.¹ Accordingly, when that balance of power finally shifted after the global financial crisis that began in 2008, China’s strategy changed. In a 2009 speech the following year, then president Hu Jintao modified Tao Guang Yang Hui by stressing that China needed to “actively accomplish something” (积极有所作为).² This may seem a trivial semantic point, but Tao Guang Yang Hui and “accomplish something” were placed in a “dialectical relationship” in key Party texts. In lay terms, that meant they were basically opposite concepts. When Hu stressed one part of the dialectic, he was effectively departing from the other, thereby substantially revising Chinese strategy.

		Some suggest that Hu was reluctant to depart from Tao Guang Yang Hui or that he was pushed into doing so by hawks, but there is no real evidence for this view, and it is clear that Hu’s 2009 formulation was reiterated throughout his term.³ Xi’s departure from hiding and biding had roots in a Party consensus that emerged roughly a decade ago, and his predecessor’s administration in many ways inaugurated the shift. Attributing it to Xi ignores this fact.

		Finally, to the degree that Xi has shifted China’s grand strategy, the departure from the past primarily occurred not at the dawn of his term but roughly five years into it in 2017 and in response to Brexit and the election of President Trump. Shortly after those events, Beijing declared that the world was experiencing “great changes unseen in a century” and that now was the time to push Chinese grand strategy in a more global direction. But given the continuity of so much of the present Chinese grand strategy with past preferences and behavior, it would be premature to attribute this shift entirely to Xi and not to the Party in which he is embedded.

		 

		THE RETURN OF “NATIONAL REJUVENATION”

		 

		Many scholars stress Xi Jinping’s focus on “national rejuvenation” as if he were the originator of a new concept that increasingly guides Chinese behavior. History, however, shows that the concept has a long lineage that precedes Xi and that it has always been at the center of the Party’s ambitions. As the scholar Zheng Wang notes: “The explicit goal of rejuvenation goes at least as far back as Sun Yet-Sen, and has been invoked by almost every modern Chinese leader from Chiang Kai-Shek to Jiang Zemin and Hu Jintao.”⁴ While the term has become a prominent feature of Chinese propaganda under Xi, it has never been far from the focus of the Party.

		Similarly, Xi has also received attention for his focus on the “two centenary goals,” but these too have analogues in Party history. The goals are essentially built around important 100-year anniversaries. The first goal seeks a moderately prosperous society by 2021, a century after the founding of the Communist Party; the second seeks a China that has fulfilled its national rejuvenation by 2049, a century after the founding of the People’s Republic of China. While Xi stressed these goals after assuming leadership, they were in fact part of Jiang Zemin’s 15th Party Congress Work Report in 1997⁵ and appeared in several documents in less formalized terms even before that. Xi has undoubtedly brought greater attention to these concepts, but the fact that they were already key parts of the CCP’s governing philosophy again demonstrates the way in which key attributes of his agenda have deep roots in the Party.

		 

		CHINESE MILITARY, ECONOMIC, AND POLITICAL ACTIVISM

		 

		China’s major military, economic, and political investments under Xi have clear roots in the tenure of Hu.

		First, while Xi Jinping has pushed through a dramatic military reorganization, other landmark components often attributed to him—including China’s turn to a blue-water navy—began well before his leadership. Indeed, it was President Hu’s administration that inaugurated China’s shift away from two decades of anti-access/area-denial capabilities that were intended to complicate U.S. intervention in favor of a new emphasis on power projection and amphibious capabilities. In 2003, nine years before Xi assumed leadership, President Hu announced China’s “Malacca Dilemma”⁶ and suggested that China needed the blue-water capabilities to protect the sea lines upon which it depends; the next year, he tasked the navy with “new historic missions” away from China’s shore.⁷ After the global financial crisis, Hu committed resources to these goals. In 2009, the Politburo Standing Committee reportedly approved work on refitting the former Soviet-carrier Varyag into a Chinese aircraft carrier.⁸ Not long after, China began plans to construct a second and third carrier and to accelerate production lines on surface vessels. Ultimately, it was Xi’s predecessor who announced the goal of becoming a “maritime great power,” fulfilling missions in the “far seas,” securing Chinese overseas interests and taking action to get there.⁹ Overstressing Xi’s role in this development discounts the degree to which the Party and its previous leadership shared his vision of a more global Chinese military presence.

		Second, Xi’s use of infrastructure and economic coercion as tools to bind the region to China has a long history. While there is no question that the Belt and Road Initiative (BRI) is a signature program associated with Xi Jinping, many of its high-profile projects began before Xi’s tenure under Hu’s “going out” policy, which produced port projects, including those in Pakistan, Sri Lanka, Myanmar, and Malaysia. More fundamentally, the very idea of using infrastructure to bind neighbors to China was part of Hu’s important 2009 address. Presaging the BRI, Hu declared then that one component of “actively accomplishing something” was to use infrastructure to tie neighbors together: “In particular, we must actively participate in and vigorously promote the construction of surrounding highways, railways, communications, and energy channels in the periphery [i.e., neighborhood] to form a network of interconnected and interoperable infrastructure around China.”¹⁰ The conceptual (and literal) foundation for what became the BRI was laid before Xi even took office. Finally, China’s discourse on economic statecraft and coercion shifted before Xi took power.¹¹ The decision to wield it against Japan (over the East China Sea), Norway (over the Nobel Prize), and the Philippines (over the South China Sea) precedes Xi’s leadership.

		Third, major Chinese multilateral initiatives—including its launch of the Asia Infrastructure and Investment Bank (AIIB) and its leadership of the Conference on Interaction and Confidence Building in Asia (CICA, a regional institution)—had antecedents in Hu’s tenure. For example, AIIB was first proposed by the Central Party Research Office in 2009, discussed at the Bo’ao Forum that year, and then apparently approved for implementation at the 18th Party Congress when Hu was still the paramount leader, though admittedly Xi may have made the final decision.¹² Similarly, China’s application for leadership of CICA was submitted as early as 2012 and probably decided sooner internally, and leaked preparatory documents contained the anti-alliance language that so many found objectionable in 2014 as early as 2010.¹³

		 

		TERRITORIAL DISPUTES

		 

		At first glance, China’s territorial assertiveness seems to be a unique product of Xi’s diplomacy. Indeed, Hu neither declared an air defense identification zone in the East China Sea nor engaged in land reclamation and militarization in the South China Sea, while Xi did both. Xi also had deep enough interest in these issues to have assumed leadership of the then newly created Maritime Rights Protection Leading Small Group (中央海洋权益工作领导小组) in mid-2012, shortly before taking office.¹⁴

		Even so, the break between the two leaders is not quite so clear-cut. Hu’s administration called for a reassessment of China’s territorial approach in his 2009 Ambassadorial Conference address when, in language that starkly departed from previous addresses, he called for China to take a firmer line. China’s subsequent handling of disputes in the East and South China Sea—including the 2009 Impeccable incident, the 2010 collision between Chinese and Japanese vessels, and the 2012 purchase of the Senkaku Islands by the Japanese government presaged a more assertive policy. When these actions are combined with Hu’s authoritative remarks, the conclusion is that China’s trajectory on regional disputes was moving in a hawkish direction before Xi assumed power—and well before he assumed leadership of the Maritime Rights Protection Leading Small Group. It seems reasonable to assume that even if Xi had not assumed power, China would still have pushed to consolidate its territorial interests under a different leader.

		 

		CONCLUSIONS AND PRINCIPLES FOR U.S. CHINA POLICY

		 

		Xi’s personality cult and power consolidation likely give him considerable policy autonomy. But the fact that Xi has such autonomy does not mean he has defied the Party’s consensus on foreign policy. Instead, Chinese grand strategy under Xi should be understood as an extension of underlying trends and policies, many of which began with his predecessor Hu Jintao’s post–global financial crisis strategic shift. China’s focus on blue-water capabilities, its infrastructure investments and economic coercion, its launch of AIIB and leadership of CICA, and its growing territorial assertiveness all have roots in Hu’s tenure. More fundamentally, key Xi-era ideological phrases like “national rejuvenation” and “the two centenary goals” that are understood as suggesting a loose timetable for China’s ascent themselves hearken back decades—and in the case of rejuvenation, a century.

		This continuity has a few implications for the principles that guide U.S. China policy. First, those who view China’s foreign policy through the narrow and highly personalized lens of the present miss important patterns and trends that connect today’s behavior to yesterday’s choices. The danger of such oversight is to write off China’s strident international activism as a result of the whims of one paramount leader rather than the outgrowth of long-term Party planning and consensus. Once one understands the continuity in China’s approach, it only increases the urgency of a similarly focused, coordinated, and long-term American strategic response.

		Second, efforts to shift Chinese tactics on cyber theft or North Korea may well be successful in the short-term, but pushing China to abandon a more assertive and revisionist policy, especially in Asia, will be unlikely to succeed given its deep roots. Indeed, China would likely have embarked on a more assertive foreign policy even if Xi had not assumed his paramount position in 2012. Accordingly, the increasing tension in U.S.-China ties is likely to remain robust with changes in Chinese leadership, relatively unaffected by American concessions, and immune to efforts to reassure or socialize China. Instead, it is likely to endure into the future.

		For these reasons, the United States should not allow overconfidence about its ability to change or shape the Party consensus to dissuade it from pursuing a competitive approach, nor should it allow misguided beliefs about whether tougher U.S. policies embolden “hard-liners” to deter it from protecting its economic and political interests. China’s assertiveness in Asia is unlikely to disappear, and U.S. China policy must begin with a clear-eyed recognition of that fact if it is to secure American interests and successfully manage strategic competition.
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		Beijing’s Nonmilitary Coercion—Tactics and Rationale

		 

		KETIAN ZHANG

		 

		As China has become a rising power, Chinese coercion—the use or threats of negative actions to force the target state to change behavior—has garnered the attention of foreign policymakers. Although China uses military coercion less in the post–Cold War period, it has become increasingly well versed in the use of nonmilitarized coercion, including diplomatic and economic sanctions.¹

		This chapter discusses the rationale and tactics of Chinese nonmilitary coercion in non–core interest issue areas, such as human rights and the deployment of Terminal High Altitude Area Defense (THAAD). President Xi Jinping’s coming into power has not changed the rationale and tactics of Chinese coercion. China has continued to be a cautious bully. The chapter first discusses the breadth of Chinese core interests and demonstrates that China’s definition of core interests has been stable despite leadership changes. It then examines Chinese nonmilitary coercion during the Hu Jintao and Xi Jinping administrations, using the 2010 Nobel Peace Prize in Norway and the 2017 deployment of THAAD in South Korea as cases. The chapter concludes by offering policy implications for the United States.

		 

		THE CONTINUITY OF CHINA’S CORE INTERESTS

		 

		The Chinese government definition of “core interests” has always been stable. Then Chinese state councilor Dai Bingguo stated in 2010 that the Chinese Communist Party’s (CCP’s) leadership, territorial integrity, and continuous economic and social development were China’s core interests while also singling out Taiwan as a core interest.² This hierarchy of Chinese national interests remained unchanged even after Xi Jinping came into power.³ Nevertheless, it is important to examine Chinese coercion regarding some of its non–core interest issues, including human rights and nuclear proliferation. These may not be core Chinese interests, but they may indeed be core interests of the United States.

		 

		CHINESE COERCION AGAINST NORWAY REGARDING THE NOBEL PEACE PRIZE

		 

		China imposed sanctions on Norway after the Nobel Peace Prize was awarded to Chinese political dissident Liu Xiaobo. Immediately after the award, China imposed both diplomatic and economic sanctions. The immediate goal of Chinese coercion was to stop Norway from “meddling with China’s internal affairs,” according to former Norwegian diplomats based in Beijing.⁴ The broader goal, however, was preventing other countries from following Norway and engaging in activities “that harmed Chinese national interests,” as manifested by the Chinese Embassy in Norway’s letters to other foreign embassies.⁵ This suggests that the rationale of Chinese coercion goes beyond a particular target state: China also aims to deter other countries from engaging in similar activities in the future.

		Regarding economic sanctions, China canceled exchange visits between the two sides, terminated trade negotiations, and froze the negotiation on free-trade treaties.⁶ China also banned Norwegian salmon export to China—Norway’s market for fresh salmon in China fell from about 90 percent in 2010 to under 30 percent in the first half of 2013.⁷ Interviews with former Norwegian diplomats confirmed this ban on Norwegian salmon.⁸ Former Norwegian diplomats further indicated that some fully or partially state owned enterprises from Norway had difficulty getting contracts in China.⁹

		As for diplomatic sanctions, China denied a visa for a former Norwegian prime minister to visit China.¹⁰ Also, starting in January 2013, all European countries except Norway became beneficiaries of the policy of non-visa transit.¹¹ As of 2014, diplomatic sanctions were still ongoing, and senior-level exchanges between Norway and China were stalled.¹² The manner through which China coerced Norway did not change, despite the leadership changes. Norway eventually relented. In May 2014, the Norwegian government publicly announced that the prime minister would not meet with the Dalai Lama.¹³ In December 2016, the foreign ministers of China and Norway met in Beijing, and the Norwegian foreign minister stated that Norway “will not support any behavior that harms China’s core and important interests while upholding the ‘one-China’ policy.”¹⁴

		This sanctions episode spanned from the Hu Jintao administration to Xi Jinping’s reign. Yet the practices stayed the same, suggesting that there is continuity in China’s sanctions rationale and tactics, about which several points are worth noting.

		First, Chinese sanctions, in this case, are symbolic and serve as a signaling device. China was not a major salmon export destination for Norway.¹⁵ Less than 2 percent of Norway’s salmon went to China, even prior to this episode.¹⁶ In other words, Norway could easily find alternative markets. Chinese sanctions were therefore symbolic and did not actually inflict damage on the Norwegian economy. What is interesting, however, is how China imposed the salmon ban.¹⁷ According to Norwegian diplomats, Norwegian salmon was held up in Shanghai for “food safety” issues.¹⁸ Norwegian diplomats noted that just as Airbus was the pride of Europe, salmon was a “national fish” and “national symbol” of Norway.¹⁹ To imply that the salmon had “safety issues” was severely insulting to Norwegians.²⁰ Although China’s sanctions were largely symbolic, they sent a clear signal to Norway and other countries that China wanted Norway to change its behavior.

		Second, Chinese economic sanctions tend to be narrowly focused on sectors that are not of importance to the Chinese economy. For example, Norwegian diplomats noted that China needed Norway for its expertise in deepwater drilling, which was critical if China wanted to make advances in energy exploration in the South China Sea.²¹ Consequently, a Chinese state-owned enterprise—Blue Star—bought a Norwegian hydro company in 2011 despite the cold bilateral relations.²² In short, China was highly calculative and risk-averse in terms of what sectors to impose sanctions on, and the bottom line for China was to avoid economic loss. This explains why Chinese sanctions tend to be small and highly selective, especially if China depends on the target state for specific sectors.

		Third, Chinese economic sanctions tend to target large state-owned enterprises or large private businesses, as former Norwegian diplomats noted.²³ China’s tactics with Norway worked because the Norwegian business community had been pressuring the government to improve relations with China.²⁴

		 

		CHINESE COERCION AGAINST SOUTH KOREA REGARDING THAAD

		 

		China has been systematically opposed to U.S. ballistic missile defense systems (known as THAAD) in South Korea. China has indeed imposed economic sanctions on South Korea for its agreement with the United States to install THAAD.²⁵ China’s goals of coercing South Korea were clear: the Foreign Ministry repeatedly opposed THAAD and urged South Korea to stop the installation process and refrain from “venturing further into the wrong path.”²⁶ Similar to the coercion episode against Norway, China’s rationale was to prevent the target state or other states from engaging in behavior that further “harms” China’s interests.

		The sanctions episode against South Korea regarding THAAD is another example suggesting the continuity of China’s sanctions practices regardless of who is in power. The sanctions were initiated during Xi Jinping’s term, and although the issue was not about human rights but rather missile defense, China’s rationale and tactics were similar to those used against Norway.

		First, Chinese coercion in response to THAAD was symbolic and served as a signaling device. For example, China blocked the streaming of the latest South Korean music and dramas on Chinese websites and TV channels.²⁷ K-pop stars had to cancel their concerts in China.²⁸ The ban was not lifted until November 2017.²⁹ Similarly, by March 2017, China had closed more than twenty stores of Lotte Mart, a South Korea supermarket chain that operated stores in China and other Asian countries.³⁰ China cited “fire safety concerns” as the reason for the closures.³¹ Lotte was eventually forced to abandon and sell all of its Lotte Mart stores in China.³² Chinese coercion did not touch on major sectors of Sino-Korean economic relations.

		Second, just as in the Norwegian case, China was calculative in what businesses it decided to coerce and did not impose sanctions on sectors that were important to China. Coercing Lotte Marts did not affect the Chinese retail industry because China had numerous foreign and domestic “exit options.” Furthermore, China did not impose sanctions on electronics, industrial chemical products, and optical medical equipment, all of which China needed from South Korea.³³ Despite the THAAD episode, South Korean exports to China in 2017 actually increased by 14.2 percent, and South Korea enjoyed a surplus of U.S. $44.3 billion.³⁴ Put simply, China did not sanction the sectors that it needed the most.

		Third, China exhibited a consistent pattern in coercing large private or state-owned businesses in the THAAD episode. The Lotte Group is South Korea’s fifth-largest business conglomerate, and China was Lotte Mart’s largest overseas investment destination.

		 

		POLICY IMPLICATIONS AND SUGGESTIONS FOR THE UNITED STATES AND ALLIES

		 

		Policymakers should be aware of China’s logic and coercion tactics. Chinese coercion serves as a signaling device. Interestingly, China seems to have a rationale for using compellence to deter. At the same time, China is highly calculative and rarely utilizes coercion with great magnitude. When imposing economic sanctions, China singles out large state-owned or private businesses of the target state from which China has exit options, while making sure to avoid sectors of the target state that China needs the most, most of which are high-tech machinery or intermediary machinery products. Economic concerns play an important role in China’s coercive calculation.

		There are several policy implications for the United States. First, the United States can use its economic leverage against China to deter China from coercing the United States. Even though China has been emphasizing domestic consumption in recent years, it will be a long time before China transitions into an economy based on domestic consumption. The United States is still China’s most important foreign market. China still needs the United States for technological transfers and high-tech products. Also, the United States has leverage in the realm of foreign direct investment, as China has been pushing its indigenous companies to be globally competitive. For the time being, China needs the United States more than vice versa. The United States should clearly signal its leverage to China, threatening economic sanctions, preferably in private, if U.S. national security interests are at stake, and reassuring China that there will be no sanctions if China complies. Using private channels for such communications may help to avoid affecting China’s reputation for resolve. It is important to note that an all-out trade war that receives full media coverage will not be as effective as targeted economic pressure done privately. The United States could also further limit China’s exit options by enlisting the help of U.S. allies, especially if the values and security interests of U.S. allies are in danger. If China can use carrots and sticks, so can the United States.

		Second, the United States needs to stay at the cutting edge of technological advancement so that China continues to depend on the United States for technological transfers. The United States should commit to devoting sufficient resources and talent to technological development. As MIT’s president L. Rafael Reif has noted, China’s challenge can be America’s opportunity.³⁵

		Third, to hedge against the potential risk of Chinese coercion, large U.S. businesses may consider strengthening alternative markets and investment destinations. This is a particularly viable option since the increase in labor costs in the Chinese market might begin to outweigh the benefit of investing in China. With cheaper labor costs, ASEAN countries, for example, have huge potential and would most likely welcome U.S. investment to counter Chinese influence.

		Fourth, what should the United States do when China bullies U.S. allies? What should U.S. messages be to its friends and allies? U.S. policymakers first need to have in mind a clear hierarchy in terms of what the United States most values. Does the United States value alliance credibility enough that it is willing to bear the risk of a potential escalation of conflicts with China on behalf of its allies? Which allies and issue areas are important enough to justify the risk of escalation? In a sense, a healthy debate on U.S. grand strategy is much needed. Quietly and privately utilizing nonmilitarized tools of influence can lower the risk of escalation. As for U.S. messages to its allies, there is a danger of a “resolve dilemma” in that both China and U.S. allies want to establish resolve. Nevertheless, as is true for the United States, U.S. allies can benefit from quietly increasing the geopolitical pressure for China to avoid using military coercion. “Quiet rebalancing,” therefore, might be a better option for both the United States and its allies.
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		Xi Jinping’s “Proregress”

		 

		Domestic Moves toward a Global China

		 

		CHENG LI

		 

		The 2018 Shanghai Biennale, a reputable, international contemporary art exhibition held in China’s frontier city of global engagement, attracted public attention for its ingenious and thought-provoking thematic title in both English and Chinese. The English title was “Proregress,” a word coined by the American poet E.E. Cummings in 1931, combining “progress” and “regress.”¹ The word reflects the profound contradictions and anxieties that plagued both the imperative for transformation and the barriers of stagnation in the early decades of the twentieth century. Interestingly, the Chinese thematic title of the Biennale employed the rarely used term yubu, in reference to the mystical Daoist ritual dance of ancient China, where the dancer appears to be moving forward while simultaneously going backward, or vice versa.

		While this symbolism can apply to various paradoxical phenomena and perhaps the global context in general, it is particularly valuable in assessing Chinese president Xi Jinping’s consolidation of power and domestic socioeconomic policies. Since ascending to the pinnacle of China’s leadership in 2012, Xi has become known for solidifying the Chinese Communist Party (CCP) and his direct command over the People’s Liberation Army (PLA), especially over the past few years. His administration has tightened restrictions on civil society and has fiercely enforced censorship of the internet and media.² Among his many unanticipated moves, the action that has arguably made the greatest waves was the abolishment of presidential term limits in March 2018. This move was widely critiqued as a step backward in the decades-long political institutionalization in the country—a “political regression” that effectively reversed Deng Xiaoping’s experimentation with intraparty factional checks and balances as well as succession norms.³

		Despite his crystal-clear inclination for strongman politics and his ambition to cement China’s status as a global power, Xi has nevertheless also pursued a fragile balance through a number of important policy moves, including the following:

		 

		Portraying himself as the inheritor of the legacies of both Mao Zedong and Deng Xiaoping, who represented two different styles of political leadership and socioeconomic policies

		 

		Consolidating power based on both his communist “red nobility” status (princeling [taizidang]) and solidifying his legitimacy through populism and his understanding of “ordinary people”

		 

		Promoting private-sector development and foreign investment in some aspects while asserting greater state control in others

		 

		Showing willingness to compromise with the Trump administration on a trade deal while preparing for a technology war with the United States

		 

		Offering contradictory clues regarding whether China seeks to be a revisionist power or to preserve the status quo in the post–Cold War international order

		 

		Signaling willingness to change the official verdict on Dr. Li Wenliang (one of the most widely recognized whistleblowers during the initial outbreak of COVID-19 in Wuhan) and to regard him as a national hero, while continuing to tighten media control and suppress dissent

		 

		These yubu, or contradictory moves, by Xi Jinping—or proregress— can be attributed to several factors. In ruling the world’s most populous country, full of divergent views and conflicting interests, Xi has realized the need to maximize public support by aligning with diverse constituencies and socioeconomic trends. Some of Xi’s moves are primarily directed to benefit domestic audiences and may not make sense to international spectators. This is what Harvard professor Robert Putnam has described as “two-level games” in a general context.⁴ Given that Xi needs to play two “games of chess” simultaneously (one domestic and the other foreign), his motives and objectives can be better understood if one observes both chess boards instead of just one.

		Perhaps most importantly, national leaders in today’s rapidly changing world must acknowledge and adjust to the political and economic realities of their time. Xi is no exception. Recently, for example, in the wake of both a domestic economic slowdown and a trade war (or even an all-encompassing decoupling) with the United States that have damaged the confidence of China’s middle class, Xi has adopted tax cuts and more easily accessible bank loans to promote private-sector development and ease the anxieties of arguably the country’s most important socioeconomic constituency. In recognizing the strong linkages between domestic concerns and international interests, one may reasonably argue that the former is more important than the latter simply because, from Xi’s perspective, the former is the power base without which he cannot make an impact on the latter.

		Xi Jinping’s two most recent parallel domestic policy moves—shifting his identity from a princeling to a populist by launching an ambitious program for poverty elimination and enlarging the country’s largest metropolis clusters as the new engines for economic growth—deserve particular attention among policymakers and analysts in Washington. This discussion can help avoid miscalculations, overreactions, or underestimations of Xi’s power.

		 

		SHIFTING IDENTITIES AND POVERTY ELIMINATION

		 

		Arguably, the most important political maneuvering that Xi has employed has been the shift in his identity from a princeling to a populist leader. That shift has accompanied drastic changes in the composition of the national leadership and major policy moves. Xi Jinping was born “red”—the “princeling” son of Xi Zhongxun, a veteran revolutionary leader during the Communist takeover of China in 1949. When Xi Jinping was a young boy, his father was secretary general (chief of staff) of the State Council and was primarily responsible for assisting Chairman Mao and Premier Zhou Enlai with running the government.

		When Xi Jinping assumed the party chairmanship in 2012, his background as a princeling loomed as a large part of his identity, not least of all because his most important political allies at the time were fellow princelings who collectively held unprecedentedly strong representation in both the civilian and military leadership.⁵ In 2012, for example, four of the seven members of the Politburo Standing Committee (PSC), the most powerful decisionmaking body in the country, were princelings.⁶ In the twenty-five-member Politburo, nine members (36 percent) were princelings. During his first term, Xi had no choice but to lean on these princelings to balance the power of Hu Jintao’s protégés, who usually hailed from humble family backgrounds and advanced their careers from leadership positions of the then powerful competing faction—the Chinese Communist Youth League (known as tuanpai in Chinese).

		When public criticism of rampant official corruption peaked at the time of the 18th Party Congress in 2012, Xi seemed to have acutely grasped these political tensions. Unsurprisingly, his foremost priority became fighting official corruption and implementing tight restrictions on the use of public funds by officials—political moves that not only helped obscure their own princeling identities but also helped present them as “leaders of the people.” Given that Xi had successfully undermined the power of tuanpai in his first term, he had little remaining political incentive to rely heavily on princelings. Not surprisingly, Xi began distancing himself from princelings and drastically reducing their representation in the leadership. At the 19th Party Congress formed in 2017, the number of princelings in the Politburo dropped by more than half—from 9 in the 18th Party Congress to 4.⁷ Figure 3-1 shows the significant decrease in the number of princelings on the 376-member Central Committee (CC) from 41 on the 18th CC to 20 on the 19th CC, a 50 percent drop. The 19th CC has the lowest number of princelings of the past four Central Committees.

		These political moves have helped obscure Xi’s princeling identity. But to bolster his reputation as a “leader of the people,” Xi needed to deliver on his socioeconomic policies. Xi’s pledge to eliminate poverty in China by 2020 has endeared him to the general public, particularly in the rural inland areas where Hu Jintao’s protégés have traditionally had the upper hand in garnering support. In 2013, Xi coined the term “precise poverty alleviation” (jingzhun fupin) to suggest that he would take a more strident approach to eliminating impoverished conditions.⁸ The Xi administration has substantially increased expenditures on poverty alleviation. Poverty alleviation funds allocated under the central government budget amounted to 282.2 billion yuan (US$41.7 billion) during Xi’s first term (2012–17), more than double the level of the previous five years under the Hu Jintao-Wen Jiabao administration. Figure 3-2 shows that the annual funding dedicated to poverty alleviation in 2019 reached 126.1 billion yuan—6.4 times greater than the 19.7 billion yuan expended in 2009, and a sixteen-fold increase over the 7.8 billion yuan expended in 1999.

		 

		Figure 3-1. Changes in the Number of Princelings in the Central Committee of the CCP, 2002–2017
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		Source: Cheng Li’s database

		 

		As recently noted by Bill Gates, approximately 800 million people have been lifted out of poverty in China over the past 40 years.⁹ This figure is approximately ten times the population of Germany, the most populous country in Europe. Although Xi cannot claim credit for most of the poverty reduction in China, he has been fortunate to be sitting in power during the final push of this decades-long campaign. Xi’s contributions toward poverty elimination may constitute some of the most important political capital he has accrued, which he can now utilize to overturn decades of Chinese political norms as a Mao-like figure and enhance China’s (and his own) influence on the world stage.

		 

		Figure 3-2. The Drastic Increase in Expenditures on Poverty Alleviation under Xi
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		Source: 2019, http://www.gov.cn/xinwen/2019-05/17/content_5392632.htm; 2018, http://www.gov.cn/xinwen/2018-05/04/content_5288150.htm; 2017, http://www.gov.cn/xinwen/2017-06/08/content_5200771.htm

		 

		STRETCHING CHINA’S SIX SUPER METROPOLISES AND THE NEW ENGINE OF GROWTH

		 

		Xi’s campaign for poverty alleviation has enhanced his popularity among the poor rural population primarily located in China’s inland regions.¹⁰ But what has driven China’s economic growth is the country’s middle class, the members of which disproportionately reside in coastal metropolises. The Xi administration has apparently grasped the strategic importance of Chinese urban development at a time when China is confronting not only an economic slowdown, due to major structural changes in the Chinese economy, but also the devastating effects of economic decoupling with the United States and the global economic repercussions from the COVID-19 pandemic.

		In 2008, long before China’s encounter with these new challenges, Liu He, then an economic adviser to the top leadership and now vice premier in charge of financial and economic affairs, called for the development of “megacity circles” (teda chengshi qun). Liu argued that the new wave of urbanization should center around metropolis clusters instead of a “small town development strategy” (chengzhenhua). Beijing, Tianjin, Shanghai, Chongqing, Shenzhen, and Guangzhou are the country’s top cities in terms of contributions to the GDP, and the Chinese media have often branded them as the “six super megacities.”¹¹ They have formed the four most important “megacity circles” across the country. According to a recent Chinese official report, China’s top ten cities contributed almost a quarter of the GDP to the national total in 2018.¹² These cities are also the main indicators of China’s middle-class consumption. Altogether, the total aggregate GDP of these cities was 15 trillion yuan (US$2.2 trillion) in 2018, roughly equivalent to the total GDP of Brazil in the same year, ranked eighth in the world. The development of these megacities is now closely linked to the new Chinese “dual circulation” (shuang xunhuan) strategy that emphasizes advancement of domestic consumption and innovation.

		Xi’s protégés now occupy the top political postings (party secretaries and mayors) in most of these six cities, which was often not the case during his first term. The party secretaries of the four major cities directly under central government control (Beijing, Shanghai, Tianjin, and Chongqing) routinely serve in the twenty-five-member Politburo. Shenzhen and Guangzhou, which do not have the same status, fall under the leadership of Guangdong Province, where the provincial party secretary, Li Xi, a protégé of Xi Jinping as well, also serves in the Politburo. Because the CCP leadership emphasizes administrative experience gained through serving as a major city party secretary during the reform era, these posts are pivotal stepping-stones for aspiring entrants into top posts in the national leadership. Beijing party secretary Cai Qi, Shanghai party secretary Li Qiang, and Chongqing party secretary Chen Min’er all previously worked directly under Xi Jinping in Zhejiang Province, and they, along with Li Xi, are candidates for the next Politburo Standing Committee.

		Under the leadership of Xi Jinping, these six super megacities have all recently adopted new strategic development blueprints with some distinct focuses. Given the fact that most of these top municipal leaders are his confidants, Xi apparently intends to grant them decentralized authority—and a much greater degree of autonomy, compared with other regions—to pursue somewhat different approaches in their respective metropolis clusters. These ambitious new plans, as listed here, will potentially lead to a new round of far-reaching economic reforms in the country that merit more international attention:

		 

		The Beijing-Tianjin-Hebei (Jing-Jin-Ji) development strategy with new initiatives embracing Xiong’an as China’s third special economic zone and making Tongzhou city an annex to Beijing

		 

		The Shanghai and the Yangtze River delta economic integration plan with its concentration on an “entity economy” (shiti jingji) and the modern, high-tech manufacturing industry

		 

		The Guangdong-Shenzhen-Hong Kong-Macau Bay Area strategy with its goal of strengthening urban connectivity through the flow of people, logistics, capital, and information in the Greater Bay Area

		 

		The Chongqing-Chengdu corridor development scheme with plans to integrate megacity development with the establishment of so-called characteristic towns (tese xiaozhen)

		 

		In addition, Xi’s appeal for green development is a nod to the widespread concerns and discontent by China’s rising middle class over air, water, and soil pollution, and the environmental degradation that has resulted from China’s breakneck economic growth. Although China has continuously confronted issues arising from serious environmental degradation, the recent efforts of Chinese authorities to shut down a large number of heavily polluting factories and promote clean usage through a variety of means, such as more energy efficient cars, seem to have yielded positive results. According to EcoWatch, among the twenty cities with the most air pollution in the world in 2018, fifteen were in India and two were in China.¹³ Ten years earlier, in 2008, studies by both the World Bank and the Worldwatch Institute showed that sixteen of the world’s twenty most air polluted cities were in China.¹⁴

		 

		DOMESTIC POLITICS, GLOBAL IMPLICATIONS

		 

		What does this analysis of Xi’s consolidation of personal power and domestic major policy initiatives tell us about China’s ongoing quest for global preeminence? What are the implications of Xi’s performance on his domestic priorities for China’s external activism? What is the political and strategic logic of Xi casting himself as a populist strongman leader in Zhongnanhai while at the same time advancing the goal of making China a global power?

		Foreign analysts will continue to debate whether Xi’s domestic political and socioeconomic moves in recent years reflect foresight or missteps and strengths or weaknesses, but this chapter argues that in many cases both are evident. Xi’s insecurity, shared among the party elite as a whole, stems from the CCP’s precarious hold on the country. The observations of this analysis—including drastic changes in the composition of the national and key municipal leadership, massive budget increases to eliminate poverty, and preferable policy incentives for super megacities—reveal the pragmatic and adaptive aspects of the leader who holds the reins of the preeminent emerging power in today’s world.

		China’s ongoing global engagement undoubtedly has had a major impact on the international order. Most of these domestic initiatives are arguably driven by the need to respond to the challenges that Xi, the CCP, and China confront, and are not necessarily predetermined by their goal to undermine the status of U.S. supremacy in the world. Yet, the developments during the final year of the Trump administration—the devastating impact of COVID-19, the dire situation in American domestic politics exemplified in the insurrectionist attack on Capitol Hill, and the dangerous deterioration in the bilateral relationship that resulted in a surge of Chinese anti-U.S. nationalism—could reshape Beijing’s domestic and foreign policies. To forecast China’s future—and to develop a sound and balanced strategy for responding to this rising global power—a thoughtful empirical analysis of the interlocking political, economic, and social factors in the country is essential.
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		Trying to Loosen the Linchpin

		 

		China’s Approach to South Korea

		 

		JUNG H. PAK

		 

		China sees South Korea as a critical part of its effort to establish its preeminence in Northeast Asia. South Korea’s status in the U.S. alliance architecture as the “linchpin” and its central role regarding North Korea issues, as well as its geographic proximity and economic dynamism, have underscored the country’s importance to China’s regional strategy. This strategy is driven by a desire to weaken Washington’s alliance relationships, increase Beijing’s influence on Korean Peninsula affairs, including North Korea’s denuclearization, and shape the region to be more amenable to supporting its preferences.¹ Beijing perceives Seoul as the weakest link in the U.S. alliance network, given its perception of South Korea’s deference and history of accommodating China’s rise relative to other regional players, such as Japan, which considers China a long-term security threat.² As the strategic competition between the United States and China shows no signs of abating and China’s leaders appear to have more tolerance for conflict with the United States, Beijing’s pressure on Seoul will likely intensify and include a range of coercive tools.

		 

		BEIJING SEEKING TO EXPLOIT PERCEIVED GAPS IN ALLIANCE

		 

		For most of the two decades following the normalization of bilateral relations in 1992, Beijing primarily employed its soft power—encouraging economic interdependence and people-to-people ties, emphasizing China’s desire for peace and prosperity in the region, and highlighting its role as a “good neighbor,” for example—to woo South Korea. China and South Korea upgraded the relationship at least five times, according to scholar Min Ye, from a “friendly cooperative relationship” in 1992 to a more robust “enriched strategic cooperative partnership” in 2014.³ Trade data similarly attest to the upward trajectory. In 1992, bilateral trade totaled a little over $6 billion,⁴ but by 2003, that number jumped to $63 billion, making China South Korea’s largest trading partner, replacing the United States.⁵ Twenty years after normalization, the total was $215 billion.⁶

		Seoul has welcomed the blossoming of trade relations and further boosting security cooperation in large part because South Korean leaders view China’s cooperation as vital to its North Korea policy, even as its leaders became increasingly wary about the implications of China’s rise. But as the U.S.-China strategic competition has intensified, Beijing has made it clear that it is willing to use its growing economic, diplomatic, and military weight to take a more aggressive approach toward South Korea to make it yield to China’s preferences.

		Over the past several years, Beijing has tried to exploit the seams and gaps in perceived alliance weaknesses and is taking an approach that is a combination of positive assurances and public and private pressure and threats. Such an approach is aimed at demonstrating its regional leadership, while downgrading the U.S. presence and credibility in the region.

		First, Beijing is trying to weave greater engagement with both Koreas to increase China’s influence on the Korean Peninsula. Despite icy ties that had marked the first seven years of Kim Jong Un’s rule, Xi Jinping has accelerated and intensified diplomatic engagement, including visiting Pyongyang in June 2019 for a summit with Kim, the first time a Chinese head of state had done so in fourteen years. With South Korea, Xi will probably use President Moon Jae-in’s strong desire to make headway with Pyongyang during his single five-year term to loosen the sanctions regime against North Korea, in line with these leaders’ belief that inducements rather than pressure would support their strategic interests, which are at odds with the U.S. approach of sharpening the choice for Kim between nuclear weapons and economic development.

		Second, Beijing is grabbing opportunities to demonstrate its regional leadership, calculating, as former senior State Department official and Brookings nonresident senior fellow Evans J. R. Revere has noted, “that U.S. influence in Northeast Asia is waning and that friction in the U.S.–South Korea alliance, the erosion of the U.S.–South Korea–Japan security cooperation, and a passive U.S. approach to its regional alliances give China a major opportunity to advance its interests.”⁷ For example, Chinese leaders convened a trilateral meeting with South Korea and Japan in late December 2019. With Chinese premier Li Keqiang hosting Moon and Abe and the three sides issuing a statement in support of dialogue with North Korea on nuclear issues, Beijing played the role of regional anchor.⁸

		Moreover, as China has had success in taming the spread of the coronavirus, even as the death toll mounts in the United States, Xi has been using the pandemic as an opportunity to further cozy up to Moon and assert his coronavirus diplomacy. In mid-May, Xi in a phone call with Moon remarked, “Our countries have been a model for international cooperation on infectious diseases.”⁹ Beijing and Seoul have also started to open up business travel between the two countries to reinvigorate their economies, as China has attempted to shape the narrative globally about its benevolence in helping other countries tackle the pandemic. ¹⁰

		Third, these diplomatic moves have been accompanied by more coercive actions. When Washington in 2019 placed sanctions on Chinese telecommunications company Huawei and lobbied its allies to reject the firm’s 5G technology, China reciprocated with stern admonitions to its neighbors. The Chinese government warned of unspecified consequences if they cooperated with the Trump administration’s ban.¹¹ Given China’s unofficial economic boycott against South Korea to punish it for the 2017 deployment of the Terminal High Altitude Area Defense (THAAD) after North Korea’s fourth nuclear test in January 2016—the economic coercion cost South Korea $7.5 billion in losses in 2017 alone—the threat is ominous and hard to ignore.

		Finally, more worrisome for their potential to spark an unintended military clash have been China’s unauthorized intrusions into South Korean airspace in recent years, designed to test the strength of the U.S.-led security infrastructure and seeking to normalize a more aggressive maritime presence in the region.¹² In 2019, there were over two dozen breaches, including the first China-Russia air patrol in the region—over islands that are disputed by Tokyo and Seoul—sparking a brief military confrontation that involved China, Russia, South Korea, and Japan.¹³

		 

		HAZARDS AHEAD

		 

		South Korea’s role as the linchpin the U.S. alliance architecture in Northeast Asia will continue to be a key target for China. The Moon administration, for its part, will try to avoid risking antagonizing Washington and Beijing—probably unsuccessfully—while taking actions to diversify South Korea’s economic and foreign relations via the New Northern Policy and New Southern Policy, which aim to build stronger ties to Russia, Mongolia, and Central Asia, and Southeast Asia and India, respectively.¹⁴

		Beijing’s use of coercion to achieve its goals—with South Korea as well as other countries in the region—will probably limit, if not undermine, its attempt to wean Seoul away from Washington, while reinforcing for the Moon administration (and probably successive governments) the need for South Korea to build and cultivate cooperative partnerships with its neighbors, outside the framework of the U.S.-China strategic competition.

		For example, despite its attempt to wield its significant economic heft for political influence against its much smaller neighbor in the THAAD case, Beijing found only limited success in shaping Seoul’s security choices. Rather than finding a malleable partner in South Korea in its efforts to counter U.S. influence in the region, China’s blunt use of coercive economic tools damaged its reputation with Seoul and the South Korean public, while doing little to prevent President Moon’s decision to complete the deployment of THAAD antimissile defense units after North Korea’s intercontinental ballistic missile tests in July 2017,¹⁵ even as he sought to stabilize ties to Beijing, motivated by, among other issues, China’s support for his more concessionary approach to North Korea.

		China’s actions have had a negative impact on South Korean public opinion. In March 2017, Xi’s favorability rating in South Korea was at its lowest ever (at 3.01 out of 5.0), according to a poll conducted by the Asan Institute for Policy Studies.¹⁶ That negative opinion had a long tail. The Chicago Council on Global Affairs polling from 2019 indicated that about 14 percent of South Koreans perceived China as a reliable future partner, compared to 33 percent in 2016 before the THAAD episode.¹⁷ (Meanwhile, 95 percent of South Koreans interviewed by the Asan Institute in 2017 had a favorable view of the alliance with the United States.¹⁸)

		Washington must avoid falling into the same trap of viewing Seoul through the lens of competition with Beijing, rather than recognizing its interests and preferences outside the great powers paradigm and perceiving Seoul’s actions as part of a zero-sum scorecard between the United States and China. More damaging for U.S. credibility has been its inability or unwillingness to provide assistance to Seoul as it faced Chinese retaliation for THAAD.

		Meanwhile, Xi almost certainly sees opportunities to make progress on China’s goals because of the significant fissures that have appeared in the U.S.–South Korea alliance under the Trump and Moon administrations. Trump’s consistent criticisms of the alliance,¹⁹ the contentious negotiations over his demand for a 400 percent increase in host nation support,²⁰ and the threat to launch a military strike against North Korea in 2017,²¹ with apparent disregard for the devastating implications for the Korean Peninsula, have fueled South Korea’s mistrust.

		But it is never too late for Washington to heed the counsel of Asia defense expert and Brookings fellow Lindsey W. Ford, who has argued for a “deeper dialogue about the practical challenges that China’s influence poses for alliance management.” To do so, she adds, Washington “needs to think more creatively about how to help smaller allies and partners offset the risks they are likely to face when they do align with the United States on sensitive issues.”²²

		At the same time, the United States should focus on linking Seoul’s desire for regional stability, economic growth, and multilateral cooperation toward shaping Beijing’s choices on security, governance, and the economy. Showing our decades-old ally greater American willingness to understand and incorporate its concerns seems like a reasonable minimum requirement to preserve a seventy-year-old relationship that since the 1950s has been a part of the “backbone of global security.”²³

		Beijing clearly recognizes South Korea’s strategic importance. It would behoove Washington to arrive at that conclusion as well.
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		Lips and Teeth

		 

		Repairing China–North Korea Relations

		 

		EVANS J. R. REVERE

		 

		FROM “LIPS AND TEETH” TO “FIRE AND FURY”

		 

		Ties between the Democratic People’s Republic of Korea (DPRK) and the People’s Republic of China (PRC) are often described as being “as close as lips and teeth”—a reference to the amity of bilateral relations. But there has always been more to this phrase than meets the eye. It comes from the Chinese proverb, “If the lips are gone, the teeth will get cold,” and was used to justify Chinese intervention in the Korean War out of fear that the defeat of North Korea (the “lips”) would endanger China (the “teeth”). In this context, history tells us that North Korea has not only been a valuable buffer for China, it has also been a vulnerability. Today, that fact deeply informs PRC policy toward the DPRK.

		In recent years, China has had ample reason to feel vulnerable. Since Pyongyang’s first nuclear test in 2006, its pursuit of nuclear weapons, military provocations, and confrontation with the United States have escalated tensions on the Korean Peninsula. Tensions spiked in 2017 as Pyongyang demonstrated new, more dangerous capabilities, and as U.S. president Donald Trump and North Korean supreme leader Kim Jong Un traded threats and insults, including Trump’s threat to unleash “fire and fury” against Pyongyang. The U.S. reaction intensified after North Korea detonated a 250-kiloton hydrogen bomb on September 3, 2017.

		 

		CHINA REACTS

		 

		As the crisis unfolded, Beijing saw its Korean ally stoking a conflict that could bring chaos, or worse, to China’s border. Faced with this possibility, Beijing began to criticize and pressure Pyongyang, sending relations into a tailspin.

		At their first summit in April 2017, President Trump pressed Chinese president Xi Jinping for support on North Korea. Following a Trump tweet suggesting Beijing’s help would ease trade tensions and after a telephone conversation between the leaders, PRC official media began to criticize Pyongyang.¹

		On April 12, the state-affiliated Global Times declared, “China, too, can no longer stand the continuous escalation of the North Korean nuclear issue at its doorstep.” The paper warned, “If the North makes another provocative move this month, the Chinese society will be willing to see the (U.N. Security Council) adopt severe restrictive measures that have never been seen before, such as restricting oil imports to the North.”²

		 

		PYONGYANG RESPONDS

		 

		North Korea lashed out in response. The DPRK’s official news agency accused Beijing of making “a string of absurd and reckless comments.” The commentary declared, “China had better ponder over the grave consequences to be entailed by its reckless act of chopping down the pillar of the DPRK-China relations,” adding that the DPRK “will never beg for the maintenance of friendship with China.”³

		Pyongyang’s September thermonuclear test only deepened Beijing’s anger. The test came just hours before Xi Jinping was scheduled to speak at a BRICS (Brazil, Russia, India, China, South Africa) summit in Beijing and undoubtedly embarrassed the Chinese leader.

		 

		CHINA’S SANCTIONS CARD

		 

		Beijing vented its anger by supporting a series of UN Security Council (UNSC) resolutions designed to punish Pyongyang. During 2017, China voted in favor of four UNSC resolutions, each significantly strengthening economic and trade pressure on North Korea.

		China actually sought to water down some of the more aggressive measures sought by Washington, in keeping with Beijing’s long-standing concern that excessive pressure on North Korea could cause its collapse. China’s effort got it no credit from North Korea. Neither did the fact that, even as Beijing was voting in favor of sanctions, Chinese ships were continuing to transfer oil to North Korea in apparent violation of UNSC restrictions.

		In August, North Korea’s official news agency said China and Russia should “pay dearly” for supporting new UN sanctions and promised “physical action” by its military in response.⁴ When the UNSC voted unanimously in December to strengthen sanctions and called for countries to expel North Korean workers, the DPRK foreign ministry criticized “the U.S. and its followers,” implicitly including China and Russia. A defiant North Korea called the new measures “an act of war.”⁵

		 

		2018: CHINA ON THE OUTSIDE

		 

		As 2018 began, PRC-DPRK ties were at their nadir. Beijing had shown Pyongyang the cost of undermining China’s security interests. Importantly, China’s support for sanctions may have contributed to Pyongyang’s dramatic shift from confrontation to dialogue.

		That shift, beginning during the February 2018 Winter Olympics in South Korea, led to remarkable change. Within weeks, the world witnessed a North-South summit, an offer by Kim Jong Un to meet the U.S. president, and President Trump’s surprising acceptance of that invitation. By the time Trump and Kim met in Singapore in June, dialogue and diplomacy had become the prevailing trend.

		These developments prompted both relief and concern in Beijing. For the first time in months, the possibility of U.S.–North Korea conflict was receding. However, the new North-South and DPRK-U.S. diplomacy provided no role for Beijing. China found itself on the outside looking in.⁶

		Behind China’s concern was a fear that Pyongyang, having defied Chinese efforts to prevent it from developing nuclear weapons, could now cut its own deals with Washington and Seoul.⁷ As a senior Chinese official remarked in late 2018, “We were concerned that North Korea was drifting away, our influence in Pyongyang was declining, and our interests were not being protected.”⁸

		 

		BEIJING SHIFTS INTO DIPLOMATIC OVERDRIVE

		 

		In response, China quickly sought to reassert its role in Korea-related matters and rehabilitate ties with Pyongyang.

		Beijing launched its initiative with a visit by Kim Jong Un in March 2018, the first of five summits over a span of eighteen months. The March visit was Kim’s first foreign trip since assuming the leadership in 2011. Coming only days after President Trump had accepted Kim’s invitation to meet, and as Pyongyang and Seoul were planning an April summit, the timing of the Xi-Kim meeting was hardly coincidental. Each of the Xi-Kim meetings took place in close proximity to a U.S.-DPRK or inter-Korean summit, allowing Beijing to coordinate positions with and obtain readouts from Pyongyang.

		The capstone of PRC-DPRK diplomacy was Xi Jinping’s visit to North Korea in June 2019—the first visit by a Chinese leader in fourteen years. There had been previous visits by then president Hu Jintao but only after Pyongyang had agreed to the September 19, 2005, Six-Party denuclearization agreement. However, Pyongyang’s violation of that agreement and its 2006 nuclear test began the downward slide in relations that Xi now sought to repair.

		Xi’s brief visit was highly successful. The optics of the visit confirmed that the two countries had put the dark days of 2017 behind them. The summit also showed Washington that, despite the collapse of the U.S.-DPRK summit in Hanoi in February, China intended to strengthen relations with Pyongyang regardless of the state of U.S.-DPRK diplomacy.

		Xi’s visit led to a flurry of exchanges that reinvigorated China–North Korea ties, including a visit by PRC foreign minister Wang Yi. In Pyongyang, Wang said, “China and the DPRK should communicate more, exchange more, understand each other, trust each other, support each other, and safeguard common interests and legitimate rights and interests.” Wang assured Pyongyang that “China will always stand on the road as comrades and friends of the DPRK.”⁹

		 

		CHINA–NORTH KOREA RELATIONS: AS CLOSE AS …?

		 

		Beijing’s reset of relations with Pyongyang clearly laid the foundation for a new atmosphere of diplomatic decorum that had largely disappeared in 2017. But it would be too much to say that ties are now fully on track. China’s greatest worry—the potential for instability or conflict on its border—has eased. But the root cause of that concern—North Korea’s pursuit of nuclear weapons—remains. Pyongyang is firmly wedded to its nuclear weapons program.

		For China, North Korea is now a permanently nuclear armed neighbor. Nuclear weapons give Pyongyang useful leverage in its relations with its neighbors, including China. But Beijing’s ability to influence North Korea is constrained by its unwillingness to use its considerable economic clout for fear of causing the precipitate collapse of the DPRK regime—China’s longtime nightmare. Stability, avoiding conflict, and preserving North Korea intact, not denuclearization, have long been and continue to be Beijing’s top policy priorities.

		In fact, Beijing seems to have reconciled itself to the permanence of a nuclear-armed DPRK, although it officially continues to urge denuclearization. A prominent former senior Chinese official declared that Beijing would “never accept” North Korea as a nuclear-weapon state. However, he acknowledged, China will “tolerate” a nuclear-armed North Korea as long as Beijing can point to a negotiating process that offers some hope, however distant, for eventual denuclearization.¹⁰ Maintaining a fictional goal of denuclearization meets China’s needs.

		Meanwhile, China’s overall approach to the Korean Peninsula remains unchanged. Core goals of that approach include the following:

		 

		Ensuring that China plays a central role in any future Korean peace mechanism

		 

		Weakening the rationale for the U.S.–South Korea alliance

		 

		Maintaining good relations with both Koreas

		 

		Preventing the collapse of North Korea and the reunification of the peninsula under a U.S.-allied South Korea

		 

		Reducing the threat posed by the U.S.–South Korea alliance and, if possible, ending that alliance

		 

		Limiting the vulnerability caused by Pyongyang’s possession of nuclear weapons and provocative behavior

		 

		Beijing has noticed how U.S.–South Korea friction, the erosion of U.S.–South Korea–Japan cooperation, and declining U.S. regional leadership could help it advance its interests. China may exploit its improved ties with Pyongyang to accelerate these trends.

		Today, all may not be perfectly harmonious in PRC-DPRK relations, but bilateral ties are greatly improved, and the two allies share strategic goals. For China, even a problematic partnership with Pyongyang has great value. But it remains to be seen whether China’s patience and tolerance of Pyongyang’s nuclear weapons will continue if North Korea’s actions again threaten China’s interests.

		 

		IMPLICATIONS AND RECOMMENDATIONS FOR THE UNITED STATES

		 

		Renewed nuclear or ICBM testing could prompt Beijing to react strongly against the DPRK. But unless Pyongyang acts provocatively, China seems unlikely to support increased pressure on the regime. This seems particularly true as North Korea deals with the COVID-19 pandemic and as China works to keep its ally’s economy afloat. Unlike in 2017, China has made clear its desire to ease sanctions on Pyongyang. Beijing also continues to violate both the letter and the spirit of existing international sanctions.¹¹ Meanwhile, the growing discord between Beijing and Washington may make it impossible to secure China’s cooperation on North Korea. The “renormalization” of Beijing-Pyongyang ties poses a major challenge to Washington’s ability to manage the DPRK issue. U.S. policymakers will therefore have to refine their approach to include the following:

		 

		Future attempts to solicit Chinese cooperation against Pyongyang must convince Beijing that its own security is at stake.

		 

		Securing Chinese cooperation against North Korea as U.S.-PRC relations deteriorate is unlikely. As a former senior Chinese official put it, Beijing will not do the United States a “favor” while Washington treats China with hostility.¹²

		 

		Washington policymakers may not want to prioritize cooperation with Beijing on North Korea over other important issues. But the growing North Korean threat to America’s allies and to the United States argues strongly for making North Korea an urgent priority with China.

		 

		The United States should dissuade Beijing from offering uncoordinated or unilateral economic incentives to Pyongyang and should be prepared to impose sanctions on China and its firms if it does so.

		 

		The United States should acknowledge China’s role in the Korean Peninsula peace process, while understanding that Beijing may seek to exploit that process to undermine the rationale for the U.S.–South Korea alliance.

		 

		As relations with China deteriorate, America’s alliances, leadership, and determination to remain the region’s central actor are more important than ever.

		 

		The foundation of the effort to both denuclearize the DPRK and contend with China is close U.S.–Japan–South Korea cooperation. Washington must reverse the deterioration of that partnership.

		 

		Finally, U.S. policymakers must not underestimate the challenge posed by the shift in China’s policy on North Korea. Over the years, the conventional wisdom was that, for all their differences, Washington and Beijing shared an interest in achieving Pyongyang’s denuclearization. But China now shows signs of accommodating itself to a nuclear-armed North Korea, and the common goal that once inspired U.S.-China cooperation is disappearing. Difficult times lie ahead.
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		From Persuasion to Coercion

		 

		Beijing’s Approach to Taiwan and Taiwan’s Response

		 

		RICHARD BUSH

		 

		In the external policy of the People’s Republic of China’s (PRC), Taiwan is unique. From its beginning in 1949, the regime has claimed the island as part of China’s sovereign territory.¹ It was to Taiwan that Chiang Kai-shek and his Kuomintang (KMT)-led Republic of China (ROC) government retreated after his defeat on the mainland at the hands of Mao Zedong’s communists. For Beijing, the civil war will not be over until the PRC flag flies over the island. China’s leaders also recognize Taiwan’s strategic value as a link in the western Pacific’s first-island chain. Thus ending Taiwan’s separate existence has been a core objective of the PRC regime.

		 

		UNIFICATION THROUGH PERSUASION

		 

		The Chinese Communist Party (CCP) leaders have never renounced the use of force concerning Taiwan. Yet by the late 1970s, they believed they might persuade Taiwan’s leaders to accept an end to cross-Strait division. The PRC’s international position had improved, and it became an attractive investment site for Taiwan companies. Beijing elaborated a blueprint for the postunification relationship between the island and the mainland, similar to what was proposed for Hong Kong. This blueprint was dubbed “one country, two systems” (1C2S).²

		Based on how 1C2S was implemented in Hong Kong through 2015, it would have the following elements:

		 

		The Republic of China would cease to exist.

		 

		Taiwan would legally become part of the sovereign territory of the PRC, a “special administrative region.”

		 

		The PRC government would control Taipei’s foreign and defense affairs.

		 

		Economic and social life in Taiwan would continue.

		 

		Taiwan’s leaders would have autonomy to administer domestic affairs, but Beijing would control how those leaders were selected, excluding leaders and parties it mistrusted.³

		 

		In addition, the Taiwan military would still exist and People’s Liberation Army (PLA) troops would not be deployed to the island. But Taiwan could not be a platform for the projection of U.S. power against China.

		PRC leaders likely believed this formula could induce the KMT regime to agree to unification. Economic interdependence and the fact that most Taiwan people were ethnic Chinese would be positive incentives. A power balance gradually shifting in Beijing’s favor would strengthen persuasion. Taiwan’s leaders would recognize reality and settle. As the Chinese saying goes, “Once ripe, the melon drops from its stem” (guashu diluo).

		 

		STRATEGIC SETBACK: TAIWAN’S DEMOCRATIZATION

		 

		It didn’t work out that way. The melon did not drop. For most of the last forty years, David has outplayed Goliath. Even as the economies of China and Taiwan have become more interdependent, Beijing has had no success in achieving unification through persuasion.

		International factors, such as revitalized American support for Taiwan’s security, had worked in Taiwan’s favor. Most importantly, Taiwan’s transition from a tough authoritarian system to a full democracy in the late 1980s and early 1990s created major obstacles to China’s ambitions. It opened the door for new players, particularly the Democratic Progressive Party (DPP). A long-suppressed Taiwanese identity flowered.⁴ The share of the population in favor of unification remained low, and around 80 percent of the population preferred the status quo.⁵ Therefore, if political negotiations of any kind were to occur with China, the Taiwan public effectively had a seat at the table.

		For China, Taiwan’s democratization not only impeded unification but also increased its fear that Taiwan’s leaders and citizens might move toward de jure independence. The DPP’s 1991 charter favored creation of a “Republic of Taiwan.”⁶ Presidents Lee Teng-hui (1995–2000) and Chen Shui-bian (2000–2008) exploited Taiwanese and anti-China sentiment to win elections. Hence, during the latter part of the Lee administration and during all of Chen’s, Beijing policy stressed “opposing independence.”

		 

		THE MA YING-JEOU OPPORTUNITY

		 

		For China, the 2008 victory of KMT leader Ma Ying-jeou seemed to resume progress toward its ultimate objective. He was a mainlander by birth and a Chinese nationalist by temperament. In 2005, his party assured the CCP of its opposition to Taiwan’s independence, and a consensus was forged to gradually develop cross-Strait relations. Easier, economic issues would come first and harder, political matters later. For Beijing, a return to persuasion was justified. There ensued the normalization, expansion, and institutionalization of cross-Strait economic relations.

		Beijing rewarded Ma by allowing Taiwan modest, increased participation in the international community. But it insisted that further expansion would require the beginning of political talks, a move the Taiwan public and some in the KMT opposed. Beijing came to fear both Taiwan’s independence and “permanent separation.”

		Moreover, Taiwan’s political system was changing. Social movements emerged to promote a variety of causes. The Sunflower Movement of 2014 blocked legislative approval of an agreement with Beijing on trade in services, effectively bringing Ma’s China engagement to a halt. It also helped sweep the DPP to power at the local and central levels of government. Tsai Ing-wen was elected president in 2016.

		 

		CHINA’S RESPONSE OPTIONS

		 

		For Beijing, the failure to realize the hopes that Ma’s election had fostered posed the challenge of how to respond. Objectively, four options have existed.

		First, Beijing could recognize that democratic Taiwan will never accept 1C2S and so make a more appealing offer. Yet its rigid adherence to 1C2S means this option is a nonstarter.

		Second, PRC leaders could return to a persuasion-based approach. But they refused to try to coexist with Tsai Ing-wen, so they had to await the KMT’s return to power and its adoption of acceptable policies. But in the 2020 election, Tsai handily defeated the KMT candidate Han Kuo-yu. The party has since struggled to simultaneously restore public support and formulate proposals that Beijing would accept. Its new leadership seems ambivalent and undecided about whether to endorse the “1992 Consensus,” which Ma accepted and which remains the PRC bottom line.⁷ Beijing’s recent policy toward Hong Kong has eliminated any appeal 1C2S had for Taiwan and seriously handicapped the KMT.

		Third, PRC leaders could order the PLA to undertake a limited military campaign to break the political will of Taiwan’s leaders and public, and, if necessary, mount an invasion of the island. Since the late 1990s it has built capabilities to do exactly that, and to make it difficult for U.S. armed forces to intervene in support of Taiwan. In its March 2005 antisecession law, it stated ambiguously the circumstances under which it would use force.

		Yet a military campaign is unlikely for the foreseeable future. Beijing takes seriously U.S. capabilities and probably works under the prudent assumption that Washington would intervene. Even if the PLA were successful, the economic, diplomatic, and reputational costs would be high. Governing an occupied Taiwan would be a daunting challenge.

		Moreover, PRC leaders do not have a sense of urgency about Taiwan. Although Xi has said that “the long-standing political differences between the two sides of the Strait … should not be passed down generation after generation,”⁸ he has not set an explicit deadline.

		A Chinese policy of persuasion is low risk and low reward, and the use of force entails high risks and uncertain rewards. But an approach with modest risks and at least some chance of success, that is, a long-term campaign of intimidation, pressure, and cooptation of constituencies within Taiwan, seems to be a more optimal strategy and is the PRC’s fourth option.

		Beijing has used a wide range of tools to impose “coercion without violence” on Taiwan, keep it on the defensive, and wear down its psychological confidence. These tools include suspending interaction between the organizations that have conducted cross-Strait relations, creating difficulties for Taiwan companies whose leaders express sympathies for the DPP, snatching Taiwan’s diplomatic allies, marginalizing Taiwan internationally, pressuring third-country companies and governments to employ PRC-friendly nomenclature about Taiwan, conducting military exercises in the area surrounding Taiwan, restricting PRC students from studying in Taiwan, restricting Chinese tourist travel to Taiwan, and limiting interaction between PRC scholars and pro-DPP scholars. It has also deployed incentives: purchases of Taiwanese products, especially from KMT-led jurisdictions, and “national treatment” for Taiwanese businesspersons, entrepreneurs, and students. (The incentives for companies may have come too late, after the cost of doing business on the mainland has already shifted against them. Nor is there any guarantee that young people who take advantage of educational opportunities will change their political attitudes.)

		Beijing has also penetrated and interfered in Taiwan’s politics through cyberwarfare, manipulating social media, controlling or influencing traditional media, and funneling money through cutouts to KMT campaign organizations. It is difficult for the Taipei government to conclusively prove that Beijing is behind these activities, so they will likely continue.

		Beijing employed these various measures to punish the Tsai administration after it came into office and appears to be continuing them after her reelection. More importantly, intimidation can also socialize the Taiwan public toward the conclusion that the status quo is no longer sustainable and that it is time to settle on China’s terms.

		 

		TAIWAN’S RESPONSE

		 

		Taiwan’s democracy remains a significant barrier to China’s demands. Negative public opinion regarding Beijing’s policies and actions constrains leaders’ freedom of action. Yet democracy also creates divisions, and not surprisingly Taiwan people have conflicting ideas on China policy. The DPP believes that Beijing’s pressure campaign is real and reflects its malevolent intentions toward the island. The KMT believes that Tsai’s refusal to accommodate China on the 1992 Consensus made PRC intimidation inevitable. Each party’s internal splits complicate matters. The DPP pro-independence faction criticizes Tsai’s policy moderation. Native Taiwanese in the KMT worry Ma’s engagement of Beijing put Taiwan at risk. (Both parties do agree that U.S. support is vitally important.) These divisions and the larger dysfunction of Taiwan’s political system work to Beijing’s advantage. Intimidation, pressure, and selective cooptation target Taiwan’s most serious point of vulnerability, the public’s uncertainty about the future.

		There are things Taiwan can do to respond to PRC “coercion without violence”: strengthen cyberdefenses, rebut fake news, pursue a defense strategy appropriate to the PRC threat, improve ties with other economic partners, enhance youth employment, and increase government resources. Washington can and should help Taiwan in some of these areas. But the most important thing Taiwan can do is foster cross-party unity on China policy. Such a consensus would have to start with the premise that Taiwan is under threat, and then develop policies to effectively meet it. The stakes are too high to continue politics as usual. A more united Taiwan will be a stronger Taiwan. Continued and corrosive division only benefits China.

		

		This chapter is based on and summarizes a longer report of the same title, disseminated in November 2019, and available at www.brookings.edu/research/from-persuasion-to-coercion-beijings-approach-to-taiwan-and-taiwans-response/. Funding from the Smith Richardson Foundation helped support the research on which the report was based.

		 

		NOTES

		1. The word “island” is used as a term of convenience. Actually, Taipei governs a number of small islands besides the larger island of Taiwan proper.

		2. Note that the “two systems” were not political but economic—socialism and capitalism.

		3. Richard C. Bush, Hong Kong in the Shadow of China: Living with the Leviathan (Washington, DC: Brookings Institution Press, 2016).

		4. “Taiwan/Chinese Identity, 1992/06–2020/06,” Election Study Center, National Chengchi University, July 3, 2020, https://esc.nccu.edu.tw/PageDoc/Detail?fid=7800&id=6961. I limit the use of the word “Taiwanese” to refer to those residents of the island whose families migrated from southeast China in the early twentieth century. They are often known as “native Taiwanese.” The word “mainlander” is usually applied to those people whose families came after 1945, when the ROC government took control from the Japanese. Because of the new regime’s harsh rule over its new subject, the political cleavage between mainlanders and Taiwanese still persists in attenuated form. I use the word “Taiwan” as an adjective (“Taiwan people,” “Taiwan companies”) when the mainlander–Taiwanese cleavage isn’t relevant.

		5. “Taiwan Independence vs. Unification with the Mainland (1992/06–2020/06),” Election Study Center, National Chengchi University, July 3, 2020, https://esc.nccu.edu.tw/PageDoc/Detail?fid=7801&id=6963.

		6. The DPP claims that more moderate resolutions about Taiwan’s future, such as the one issued on May 8, 1999, have superseded the goal stated in the charter.

		7. The 1992 Consensus embodied a commitment to one China but indicated no agreement on the legal and political relationship of Taiwan within that one China. In Taiwan, there is general agreement that the Consensus allows each side to offer its own interpretation of one China. Ma Ying-jeou asserted that his interpretation was the Republic of China. Beijing’s official position is that the ROC ceased to exist in 1949.

		8. “Working Together to Realize Rejuvenation of the Chinese Nation and Advance China’s Peaceful Reunification,” speech by Xi Jinping at the Meeting Marking the 40th Anniversary of the Issuance of the Message to Compatriots in Taiwan, January 2, 2019, website of the Taiwan Affairs Office of the State Council, www.gwytb.gov.cn/m/news/201904/t20190412_12155846.htm.
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		How China’s Actions in the South China Sea Undermine the Rule of Law

		 

		LYNN KUOK

		 

		China’s growing clout in East Asia has corresponded with a weakening of the international law of the sea. Its actions in the South China Sea, where it has aggressively pursued its territorial and maritime claims, undermine the rules-based order. International pressure on China has been inconsistent; periods of neglect have corresponded with further Chinese incursions. The erosion of the rule of law hurts all countries, including the United States and China, which have an interest in keeping competition, however fierce, within the parameters of the law to minimize the risk of conflict. Statements in 2020 by important Southeast Asian littoral states and the United States, Australia, the United Kingdom, France and Germany, and, in January 2021, Japan, point to progress in responding to China’s incursions: parties are now clearly enunciating a common understanding of international law. This is a positive development, but promoting a rules-based order will require broad-based and sustained efforts.

		 

		THE DISPUTE

		 

		The South China Sea dispute concerns competing territorial and maritime claims. The maritime dispute has at its roots China’s controversial nine-dash line, which made its first official appearance in a map Beijing submitted to the United Nations in 2009.¹ Beijing has never provided coordinates for the dashed line, but it appears to encapsulate much of the South China Sea. The line can be read as laying claim to everything within it or merely land features (features that are visible at high tide) and maritime zones compliant with the United Nations Convention on the Law of the Sea (UNCLOS). China’s rhetoric and actions suggest that it adopts the former interpretation.

		 

		THE SOUTH CHINA SEA ARBITRATION

		 

		In January 2013, the Philippines brought a case against China over its expansive claims and activities in the South China Sea. The case was heard by an arbitral tribunal constituted under UNCLOS. The award, issued in July 2016, was a major victory for the Philippines. Its main significance was to clarify resource rights.

		The tribunal ruled that insofar as China had historic rights to resources within the nine-dash line, such rights were extinguished by the entry into force of UNCLOS given incompatibility with the Convention’s system of maritime zones.

		The tribunal also found that, based on the geographic conditions laid out in UNCLOS, all features in the Spratly Islands and Scarborough Shoal are at most “rocks” entitled to a 12-nautical-mile territorial sea; none of the features are entitled to a 200-nautical-mile EEZ. In addition—and this is important for what appears to be China’s latest basis for its expansive claims²—the tribunal also held that the Spratly Islands cannot be considered a unit from which maritime zones are generated (figure 7-1).

		The upshot of these findings is that the Philippines and, by implication, the other littoral states of the South China Sea, enjoy exclusive economic rights in their EEZs unencumbered by China’s nine-dash line or any claimed EEZ from features or groups of features in the Spratly Islands.

		 

		WORRYING DEVELOPMENTS

		 

		In the first year after the ruling, China’s behavior, despite it decrying the tribunal decision as “null and void” and of “no binding force,” was largely in keeping with the tribunal’s decision.³ Since then, however, China has continued to aggressively pursue its territorial and maritime claims. Despite the COVID-19 pandemic, China’s activities in the South China Sea have not abated but have arguably intensified.

		China has sought to strengthen its maritime claims and control around features. This has taken several forms. First, China has encroached on coastal states’ EEZs, which flies in the face of the tribunal ruling. Second, it has increased its presence around features occupied or administered by other countries with vessels from its navy, coast guard, and maritime militia. Chinese presence around these features is not necessarily unlawful—user states have a right of innocent passage through any territorial seas and high sea freedoms outside them, but the numbers and persistence of Chinese vessels suggest that they are aimed at coercion and consolidating Chinese control. Third, China has objected to U.S. and other warships exercising innocent passage without prior authorization as well as navigation and other freedoms of the seas (in some cases engaging in dangerous, close encounters). Such behavior is inconsistent with the maritime rights and freedoms vested under UNCLOS, which China ratified in 1996 and the United States abides by as a matter of customary international law and domestic policy. At the end of January 2021, China passed a law permitting its coast guard to take “all necessary means,” including the use of weapons, to conduct law enforcement operations in “waters under the jurisdiction of China,” an area China interprets expansively.⁴

		China also continues to consolidate its territorial claims, a pursuit begun at the end of 2013, when China began large-scale reclamation work on features it occupies, converting small rocks and reefs into large, artificial islands and building facilities on them. By the end of 2017, China effectively had operational naval and air facilities in the South China Sea.⁵ Beijing’s militarization of features escalated in 2018 and continues to date.⁶

		Beijing repeatedly claims, as it did most recently in its 2019 Defense White Paper, that “China exercises its national sovereignty to build infrastructure and deploy necessary defensive capabilities on the islands and reefs in the South China Sea.”⁷ But sovereignty over features in the South China Sea is fiercely contested. Further, at least one feature in the Spratly Islands that China has built on, Mischief Reef, is clearly not China’s territory. The international tribunal made clear in its ruling that Mischief Reef, like Second Thomas Shoal, is a low-tide elevation forming part of the EEZ and continental shelf of the Philippines and that the Philippines therefore has jurisdiction and control over it. The tribunal thus ruled that China’s construction of an artificial island and installations at Mischief Reef violated the Philippines’ sovereign rights and jurisdiction.

		 

		CHINA’S UPPER HAND

		 

		Beijing’s aggressive militarization of the South China Sea is often dismissed as inconsequential in the event of outright conflict: naval experts say that installations and deployments are “extremely vulnerable to attack from [U.S.] ships, subs, and aircraft.”⁸ This has been disputed by those arguing that “China, not the United States, would control the sea and airspace of the South China Sea at the outbreak of hostilities thanks to its artificial island bases.”⁹ Whatever the case, we should not discount the advantages China has gained in situations short of outright conflict. Admiral Phil Davidson, then commander-designate of the U.S. Pacific Command, testified in April 2018 that China is now capable of controlling the South China Sea “in all scenarios short of war with the United States.”¹⁰ This overstates the extent of Chinese control in nonconflict situations—the United States and others continue to assert maritime rights and freedoms, but Davidson’s statement underscores China’s strong hand in the South China Sea.

		A Japanese Ministry of Defense report found that China’s naval and air facilities in the South China Sea allow for a more robust maritime presence.¹¹ This helps China realize its broader strategic goals: achieving strategic depth and reach to defend against adversaries, protecting access to the critical Strait of Malacca, and facilitating deployment of its embryonic submarine-based, second-strike nuclear capability. None of this, of course, precludes China from more ambitious strategic objectives in the future.

		China has also gleaned nonmilitary advantages from its actions that are often overlooked. They have deterred other claimants from putting up strong resistance. Significantly, China’s success in consolidating its position in the South China Sea has also undermined U.S. credibility in the region.

		 

		RESPONSES

		 

		Littoral Southeast Asian states have sought to resist Chinese incursions, but within limits. They are outmatched militarily and seek good ties with China. COVID-19 is increasing this imperative. Indonesia, Malaysia, and the Philippines are working with China on COVID-19 responses. We can expect ties to deepen as they seek to rebuild their economies after the pandemic, even if anti-China ground sentiment may complicate relations.

		One area of progress in the South China Sea has been the emergence, prompted by Malaysia’s extended continental shelf submission to the UN Commission on the Limits of the Continental Shelf in December 2019 and China’s responses, of a clear sense that, apart from China, important players are operating under a common understanding of the law.¹²

		The Philippines, Vietnam, Indonesia, and Malaysia have made clear through a series of diplomatic notes submitted to the United Nations that the UN tribunal ruling against China is an authoritative interpretation of the law and that China’s asserted maritime rights to the South China Sea contravene UNCLOS. Together, these represent a chorus of disapproval for China’s expansive claims in the South China Sea.

		The United States, too, submitted a note to the UN in early June 2020, though it remained silent on the question of whether China can validly claim an EEZ from small individual islands in the South China Sea. This was followed by notes from Australia, the United Kingdom, France, Germany and, in January 2021, Japan.

		U.S. silence on whether China can validly claim an EEZ from small individual islands in the South China Sea changed in July 2020 when U.S. secretary of state Mike Pompeo made a high-profile statement “aligning” the U.S. position on China’s maritime claims in the South China Sea with the UN tribunal’s decision.

		Declaring that neither the Spratly Islands (individually or as a group) nor Scarborough Shoal was entitled to an EEZ, Pompeo went on to condemn as unlawful China’s actions harassing Philippines fisheries and offshore energy development within its EEZ and any unilateral action on China’s part to exploit these resources. Notably, Pompeo also declared any Chinese action to harass Southeast Asian states’ fishing or hydrocarbon development or to carry out such activities within their EEZs as unlawful.

		What this important clarification means for U.S. practice, particularly under a Biden administration, is still unfolding. Despite never previously endorsing the merits of the UN tribunal’s decision, the United States had taken steps consistent with the ruling, such as, since 2019, condemning China’s interference with oil and gas activities, including Vietnam’s long-standing exploration and production activities.

		But Pompeo’s explicit endorsement of the tribunal ruling accords with earlier recommendations by this author to support coastal states’ efforts to stand up to incursions into their EEZs and renew calls for China to abide by the tribunal ruling.¹³ It is late, coming four years after the tribunal ruling, but is nonetheless a positive development for several reasons.

		First, it goes toward reassuring Southeast Asian countries that the United States cares about their economic rights, even if no one is under the illusion that such concerns arise from anything other than escalating U.S.-China rivalry.

		Second, actions that are explicitly in line with the tribunal judgment enjoy greater legitimacy and will help boost support for bilateral and multilateral efforts to defend the rules-based order. Although U.S. allies and partners may be persuaded to support the rule of law, most would shy away from an effort that appears aimed at containing China.

		Third, recent U.S. statements help to counter China’s false narratives. Accusations that “foreign powers are stirring up trouble in the South China Sea” ring hollow if those actions are clearly supported by international law. Further, while it is within a country’s rights to construct and militarize facilities on its own territories, as China claims, sovereignty over land features in the South China Sea are hotly contested, and in the case of low-tide or submerged features, jurisdiction and control lie with the coastal state—a matter that the UN tribunal ruled on and which the United States has explicitly endorsed.

		Finally, recent developments pave the way for stronger action against China, including sanctions. The day after Pompeo’s statement, Assistant Secretary of State for the Bureau of East Asian and Pacific Affairs David Stilwell took aim at China’s state-owned enterprises, highlighting China Construction & Communications Corporation (CCCC), which led the dredging for China’s South China Sea military bases, and China National Offshore Oil Corporation (CNOOC), which encroached on coastal states’ exclusive economic rights through various survey activities. Since then, the United States has followed up by adding numerous Chinese companies to its “Entity List,” a sanctioned blacklist of entities believed to pose significant risk to U.S. national security or foreign policy interests, for their role in the South China Sea. In August 2020, twenty-four Chinese companies, including several subsidiaries of CCCC, were added to the list for their role in building and militarizing artificial islands.¹⁴ Seventy-seven Chinese companies were added to the list in December 2020 for transgressions that included supporting China’s “militarization and unlawful maritime claims” in the South China Sea.¹⁵ In January 2021, CNOOC joined the list for repeatedly harassing and threatening offshore oil and gas exploration and extraction.¹⁶

		 

		RECOMMENDATIONS

		 

		Some have argued that the “game” is over in the South China Sea and China has won. This argument is wrong. It is also dangerous: taking this stance could well be self-fulfilling. China has gained advantages, but the United States and its allies, through their assertions of maritime rights and freedoms, have thus far successfully pushed back against Beijing’s attempts to assert control over the waters of the South China Sea. Moreover, while China has consolidated control over the features it occupies, it has not built on Scarborough Shoal, a rock located just over 200 miles from the Philippines’ capital, despite China being in control of it since 2012. A Chinese base on Scarborough Shoal would hurt the interests of the United States and its allies since it would allow Beijing the third corner of a three-pronged security triangle in the South China Sea and one that sits close to a U.S. military facility in the Philippines.¹⁷ This would complicate U.S. military planning.

		The following are some suggestions for the United States and its allies and partners. The involvement of countries other than the United States helps to take the edge off U.S.-China rivalry and sends the important message that these countries care about maintaining open seas and that rules matter. It also helps debunk Beijing’s claim that the dispute is one that only concerns claimants to territorial features and that other powers have no valid interests in the South China Sea.

		First, continue to regularly assert maritime rights and freedoms. As a matter of law, regular assertions of maritime rights and freedoms ensure that rights are not lost through acquiescence to excessive maritime claims; as a matter of practice, they guard against the South China Sea becoming a Chinese lake.¹⁸

		Second, persuade China that its interests as a fast-growing maritime power with economic and military interests that span the globe lie in upholding maritime rights and freedoms, rather than undermining them.¹⁹ While U.S. Freedom of Navigation Operations are essential, the United States should not neglect the other prongs of its Freedom of Navigation Program, including discussions to achieve greater uniformity in the interpretation of UNCLOS.²⁰

		Third, continue to hold bilateral and multilateral drills in the region. These are important, particularly in the context of the Code of Conduct negotiations wherein China seeks the agreement of parties to agree not to hold joint military exercises with countries from outside the region.²¹

		Fourth, continue to boost regional capacity, particularly in the maritime domain. Increased capacity to monitor and patrol their EEZ will give coastal states greater confidence to shine a light on unlawful and coercive behavior.

		Fifth, the United States should continue to strengthen ties with its regional allies and partners. In particular, Washington needs to foster better ties with the Philippines, an important Southeast Asian ally but one with which relations have been rocky.

		Sixth, Washington should communicate to China that building on Scarborough Shoal will have serious repercussions. The Obama administration had privately warned China that building on Scarborough Shoal was a red line; there are no indications that the Trump administration issued similar warnings. The new administration should do so. While Scarborough Shoal does not technically fall within the U.S.-Philippines Mutual Defense Treaty since the tribunal did not rule on whether it is Philippines territory, and the United States takes no position on competing claims to sovereignty, a failure by the United States to act to stop China from building on Scarborough Shoal would nonetheless give the impression that the United States is a paper tiger and an unreliable ally.

		Seventh, continue to support coastal states’ efforts to push back against incursions into their EEZs and maintain calls for China to abide by the tribunal’s ruling. Recent U.S. statements were quietly welcomed in the region²²—whereas Washington had previously focused on championing open seas, for many Southeast Asian coastal states access to fish and oil and gas resources in their EEZs is their priority.

		Eighth, the United States should demonstrate consistency in its support of the rule of law both within and outside the South China Sea. In this vein, it should accede to UNCLOS.

		Finally, it should be remembered that events in the South China Sea cannot be viewed in isolation. Attempts to defend the rule of law in a region where development needs are high are likely to gain wider traction only if economic opportunities are afforded as well. While there is much talk about pushback against the Belt and Road Initiative, and Southeast Asian countries are cautious about Belt and Road projects, they remain open to it.²³ The United States must cooperate with its allies and partners to promote development, including ensuring viable options for infrastructure development and growth beyond Chinese money. In the wake of COVID-19, helping to support countries’ health infrastructure will take on increased prominence.

		All this, of course, assumes that the United States is interested in promoting a world where international law matters. This was called into doubt under a Trump administration; a Biden administration must demonstrate that this is a priority. The stakes are high: no countries matter more than the two superpowers in charting the future course of international law and regional and international stability. If international law is a casualty of their actions or omissions, a far less stable order may be expected—to the detriment of all.
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		The U.S.-China Nuclear Relationship

		 

		Why Competition Is Likely to Intensify

		 

		CAITLIN TALMADGE

		 

		For decades, nuclear weapons have been largely peripheral to U.S.-China relations, but the nuclear relationship is now growing more competitive as both countries pursue major programs to modernize their forces. China’s efforts to strengthen its relatively small nuclear arsenal seem largely oriented toward improving survivability and do not appear to constitute a shift away from the country’s long-standing no first use policy.¹ Nevertheless, the improvements are provoking anxiety in Washington, which has long resisted acknowledging a state of mutual nuclear vulnerability with China.²

		The core U.S. concern is that improvements in China’s nuclear arsenal, even if intended only to improve survivability, will reduce the U.S. ability to limit damage in the worst-case scenario of an all-out nuclear war with China. The U.S. pursuit of damage limitation—through missile defenses that can intercept adversary nuclear launches and counterforce capabilities that can disable or destroy such adversary nuclear weapons prior to launch—should not be taken to mean that the United States intends to start a nuclear war or that it believes it could emerge from a nuclear war unscathed. Rather, the likely U.S. objective is to make it clear to China that if China starts a crisis or conflict that raises the risks of nuclear escalation, the United States will have a higher tolerance for bearing the risks than China will, because the United States has a relatively greater ability to limit the damage it would suffer in an all-out nuclear exchange. Advocates of damage limitation believe that such a capability would deter China from initiating conflict in the first place—even conflict well below the nuclear threshold—and would endow the United States with bargaining advantages in any effort to coerce China if a crisis or war did break out.³

		Rightly or wrongly, this preference for damage limitation is likely why the United States perceives China’s ongoing improvements to the survivability of its nuclear arsenal as threatening. China has made the most significant strides with respect to the land-based missile force, which has traditionally formed the backbone of its arsenal, and is also pursuing a sea-based deterrent capability.⁴ The overall result of these changes is a force that is gradually growing larger and becoming more capable of penetrating U.S. missile defenses, better able to hold at risk U.S. cities, quicker to fire, and more easily concealed from U.S. intelligence, surveillance, and reconnaissance assets vital to any counterforce campaign. In short, China’s modernization is raising the bar for any U.S. attempt to meaningfully limit damage, although where exactly that bar lies depends on the subjective perceptions of both Chinese and U.S. decisionmakers.

		Classic deterrence theory of course would suggest that the mutual presence of secure second-strike forces would stabilize the U.S.-China relationship and reduce the likelihood of conflict due to the fear of escalation.⁵ But U.S. policymakers may reasonably worry that if China turns out to be a highly revisionist actor with growing local conventional military advantages, improvements in its nuclear arsenal could embolden rather than inhibit Chinese aggression, in line with the so-called stability-instability paradox.⁶ It was precisely this sort of fear that led to U.S. pursuit of a damage limitation capability versus the Soviets during the Cold War, even though the condition of mutually assured destruction seemed much more entrenched than it is now with China.⁷

		The United States tends to view any erosion of its perceived position of nuclear advantage as cause for alarm. Understandably, however, China is also very unlikely to stop seeking a more survivable arsenal, even if its strategic aims are in fact limited and its nuclear doctrine remains static. As a result, nuclear competition between the United States and China is almost certain to intensify.

		This is especially likely given that China is not the only nuclear-armed state of concern to the United States. Even if the United States wanted to eschew nuclear competition with China, U.S. nuclear policy choices with respect to other nuclear states would make it difficult to signal this choice credibly to China. For example, the United States might reasonably decide that damage limitation capabilities are an important part of preparation for worst-case scenarios vis-à-vis Russia and North Korea—states that clearly do reserve the right to use nuclear weapons first, unlike China. But these capabilities are likely to appear highly threatening to China even if they are aimed elsewhere, and they may propel a more competitive dynamic even if that is not the intent.⁸

		Ultimately, a more competitive U.S.-China nuclear relationship could raise the risk that either side might actually use nuclear weapons, especially if Chinese fears of a U.S. damage limitation capability create rational pressures for it to use nuclear weapons early in a crisis or war.⁹ Furthermore, as critics of damage limitation point out, the pursuit of damage limitation capabilities can itself generate suspicions that make crises or wars more likely to arise.¹⁰ China’s anxieties about the U.S. pursuit of damage limitation are evident in its repeated protestations of U.S. missile defenses in the region; they offer a glimpse into how this issue has affected China’s broader assessment of U.S. intentions.¹¹

		What should policymakers do to manage this emerging nuclear rivalry? First, U.S. policymakers should acknowledge, at least to themselves, the trade-offs inherent in a more competitive nuclear relationship with China.¹² U.S. refusal to acknowledge mutual vulnerability, when combined with continued development of capabilities relevant to damage limitation and a worsening bilateral relationship, makes China relatively more likely to adopt an ambitious nuclear strategy than would otherwise be the case. It could create rational incentives for China to potentially move away from its no first use pledge, for example. If and when China does so, the United States should then recognize the role that its own policy choices may have played in that decision, rather than interpret such change as entirely a function of aggressive Chinese intentions. Of course, this is not an all-or-nothing equation, and it is not meant to downplay China’s own motives, but the key point is simply to recognize that China will react to U.S. choices.

		Second, even in a more competitive nuclear relationship, the United States can work to reduce the danger of nuclear escalation. Even if the United States believes that there are some deterrent or coercive advantages to be gained in a competitive nuclear relationship with China—advantages that depend on credible threats of escalation—the United States can still work with China to build off-ramps in the event of a crisis or war. The United States might seek to develop what RAND analysts in the Cold War once called “an optimal amount of instability”: “enough to deter the [adversary] from precipitating a crisis, but not enough to cause a crisis to spiral out of control should it occur.”¹³ Fostering robust, direct crisis communication channels between high-level policymakers, and especially high-ranking military officers, is important in this regard, despite the challenges that such efforts face.¹⁴

		Finally, the United States should consider engaging in arms control with China, bearing in mind that arms control in the future will probably look different from how it evolved in the Cold War. As Thomas Schelling and Morton Halperin noted decades ago, arms control can be conceptualized broadly, “to include all the forms of military cooperation between potential enemies in the interest of reducing the likelihood of a war, its scope and violence if it occurs, and the political and economic costs of being prepared for it.” It requires only “the recognition that our military relation with potential enemies is not one of pure conflict and opposition, but involves strong elements of mutual interest.”¹⁵

		As former assistant secretary of state Frank Rose has argued, there are a variety of credible and creative means by which the United States might begin to integrate China into an arms control framework: convening bilateral strategic stability talks with China, expanding talks with Russia to include China, developing a bilateral pre-launch missile notification regime with China, inviting China to observe a New START inspection, establishing a link between the U.S. Nuclear Risk Reduction Center and a Chinese counterpart, and even building on Obama administration progress with China to develop norms for outer space.¹⁶

		Arms control is not an end in itself, of course. It has to serve U.S. strategic objectives.¹⁷ In the Cold War, the United States used arms control both to cap the arms race and, at times, to channel it into areas of competition more favorable to the United States. Although current prospects for arms control with China are dim, the U.S. relationship with the Soviets was adversarial too. The two sides still found common ground in transparency that reduced the likelihood of dangerous misperceptions in a crisis and that constrained some of the costs of peacetime competition. Despite China’s long-standing resistance, the United States should continue trying to engage China in both government-to-government and nongovernmental dialogue on nuclear issues, with an eye toward developing an arms control framework over the longer term.
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		China and the Return of Great Power Strategic Competition

		 

		BRUCE JONES

		 

		China’s rise to the position of the world’s second-largest economy, its largest energy consumer, and its number two defense spender, has unsettled global affairs. Beijing’s shift in strategy toward a more assertive posture is amplifying a change in international dynamics from patterns of cooperation toward a pattern of competition. We are entering, or have entered, a phase of rivalry between the great and major powers.

		While several states and actors have agency in this unfolding dynamic, the choices made by the United States and China will matter more than those of others. The interplay between those two countries’ choices will shape the prospects for peace, especially in East Asia and the Western Pacific; for prosperity, globally; for the way technology plays into the next phase of social and economic dynamics; and for the role and space accorded to democracy and human rights in international affairs.

		On American and Chinese choices hinge three scenarios. We could face the “return of the jungle”—a period of increasingly unchecked rivalry between the world’s top powers, with risk of military conflict growing apace.¹ In a more ideal scenario, all powers could exercise a degree of respect for the key treaties and provisions of the multilateral system, and the existing order could hold. Between these two extremes, we could see the emergence of a period defined by sharp competition but not outright hostility—one in which the risk of conflict is present but not dominant, and in which the major liberal powers work together in new arrangements to defend key interests and key values. America should prefer that outcome, and the obvious policy implication for the United States is to bolster its alliances and defend the core precepts of the multilateral order. Instead, in recent years, America has turned to unilateralism.

		 

		BACKDROP: AN EVOLVING INTERNATIONAL ORDER

		 

		It is commonplace to hear American pundits and policymakers talk about a seventy-five-year tradition of American foreign policy premised on defense of a “liberal international order.” In point of fact, both the nature of international order and America’s role in it have evolved considerably.

		The first phase was brief and more aspirational than actual—an effort to design U.S.-Soviet cooperation on international security and in the reconstruction of Europe. That quickly collapsed and gave way to the Marshall Plan, NATO, and the start of the Cold War. The five decades of the Cold War were oriented toward deterrence and great power competition, though they had moments of cooperation (on global health and proliferation) as well as a sustained focus on arms control.

		At the end of the Cold War, much of the rhetoric and some of the patterns of earlier periods continued, but in reality, the basic structure of international relations changed: the collapse of the Soviet Union left the United States alone atop international affairs.² The first decade that followed saw the United States exercise its hegemonic power in large part by advancing multilateral arrangements for trade and security, and inviting formal rivals to join those institutions.³ It was a period of widening prosperity and relative comity in great power relations—not free of conflict or tensions but largely free of a risk of large-scale military clashes among the top powers.⁴ This post–Cold War dynamic was interrupted by the al-Qaida attacks of September 11, 2001, and the start of what would become nearly two decades of sustained American warfare in the wider Middle East. And then the Arab Spring, the global financial crisis, and the growth of the “rising powers” conspired to bring this phase of American unipolarity to a close.

		What followed was a confused and turbulent decade. Key markers of the uncertainty of the times came in Russia’s seizure and annexation of Crimea from Ukraine; in U.S.-U.K. dithering over Syria; in China’s decision to install military facilities initially on Woody Island in the South China Sea; and in the failure of multiple rounds of negotiations of the World Trade Organization. These dynamics of deterioration were alleviated by episodes of successful cooperation, but they were not reversed by these more positive developments.

		And all that was before the Brexit referendum and the election of Donald Trump brought skeptics of integration to power in London and Washington—the two key architects and managers of the postwar international system. And before COVID-19 cast grave doubt on the ability or willingness of the world’s two largest economies to cooperate even on major transnational threats.

		 

		FIVE FEATURES OF THE WORLD THAT THE UNITED STATES AND CHINA CONFRONT

		 

		This brings us to the present, and the choices that Washington and Beijing confront. Five features of the present order seem most consequential.

		The first is the continued scale and weight of the United States. For all the talk of decline and all the retreat to semi-isolationist instincts, the United States remains the world’s largest individual market, has the largest and most powerful armed capacity in the world, and has a network of global bases and security relationships that is eroded but far from eclipsed. The United States retains huge power in international affairs.

		The second is the evolving posture of China. Many elements of Chinese strategy are debatable, but few would query the notion that China under Xi Jinping has shed its “peaceful rise” (together with the more subtle “hide and bide”) in favor of a more assertive, more nationalist, and more ideological approach.⁵ The United States has also become more ideological in its response.

		The third feature is the sizeable gap between the power of the top two players and all the rest. Several other players have a world-leading capacity in one issue space, but only the United States and China now have genuinely global economic, technological, and political influence, with the United States also having global military capacity—and China potentially catching up on that score.

		The fourth feature of the contemporary order is a layer of major powers vying for space and security. These are the European Union (especially Germany), Britain, Russia, India, and Japan. Each of these countries or entities has a major population, substantial economic weight, or military heft—but none have all three. Together, and with others in the G-20 or that make major multilateral contributions, they are a consequential fact of international affairs. Within this realm, U.S. allies constitute a powerful contingent—if they can be wielded in new, more nimble ways.

		Last, least, but not inconsequential is the continued existence of a wide and deep network of multilateral institutions, commitments, and mechanisms that bind together large parts of the rest of the world, and in which deep habits of cooperation have been forged. The major multilateral mechanisms are frayed and fragile, but not yet abandoned or broken, and COVID-19 has reminded us of their salience.⁶

		 

		WHAT CHOICES DO THE GREAT POWERS HAVE?

		 

		In the context of these features, if the United States more deeply abandons its alliance commitments or more fully alienates its core allies, the first effect of this will be to make the world safer for Russian adventurism and Chinese ambition. Some have argued differently, making the case that it is the very fact of the alliance structure that is provoking Chinese and Russian behavior and that a retreat from its forward posture in Asia and Europe will lead to more stable self-help arrangements among our former allies.⁷ While the point needs to be argued country by country, the early evidence is not encouraging. Turkey could have taken diminished U.S. interest in the Middle East as an opportunity to deepen ties with Berlin and Brussels; instead it has turned toward Moscow. Japan and South Korea could have taken their growing concern about the credibility of America’s commitment in Asia as an opportunity to bury the hatchet and join hands in blunting the effect of Chinese pressure; instead their relationship is in its worst state in decades. Europe could be treating an inward turn in America as grounds for deeper cooperation in fiscal and military affairs: instead we see Brexit and the resurgence of far-right parties across the European landscape. Each of these dynamics is adding to disorder and the risk of conflict.

		However, even as the United States renews its focus on the alliance structure and multilateralism, it will confront some uncomfortable realities. First among them is the simple fact that the economic and technological weight of China—now, not in the future—means that China will be able to claim a full seat at the table in the writing of the next phase of the rules of the international trade, financial, and technological order. Will the United States accede? The values costs to doing so would be high. If not, we are likely to see some areas of economic decoupling accelerate (at substantial economic cost to both), and perhaps the emergence of two zones of globalization.

		China confronts uncomfortable realities as well. Although Xi Jinping conveys a sense of exuberance about China’s new status, the fact is that he confronts a degree of elite discontent at home, and a deteriorating reputation in the West (and in some parts of the developing world). For all the displeasure of European elites and publics about American political unilateralism, few are so gullible as to confuse their unhappiness about contemporary American policy with sympathy for China’s own brand of increasingly assertive unilateralism (let alone Russia’s recklessness, which China not only tolerates but indirectly enables).

		What is more, China confronts an unenviable international structure, most notably in the form of the immediate presence on its eastern borders of a network of U.S. allies. It may, over time, succeed in weakening the alignment of some of those allies, like the Philippines or South Korea. But not others—there are few historically credible scenarios that see Japan or Australia fall into the Chinese camp. It also confronts a United States that even in a moment of deep internal division has forged a growing elite and social consensus about the problem of China (though not about a strategy).

		An obvious move for China is not to confront the United States but to seek to erode its influence. This could be accomplished by supplanting the United States in the developing world (providing loans on attractive terms, technological and financial know-how, and noninterference on domestic policy); filling gaps left by U.S. myopia in shaping the work of multilateral institutions; and imposing substantial financial and political costs on countries in its own neighborhood if they align with the United States. Washington will be hard pressed to respond effectively to such a strategy, absent policy shifts and a deeper engagement with allies in Asia, Europe, and Latin America.

		One key variable in all this is the prospect for deeper Russia-China cooperation. When American analysts debate the prospect for an “alliance” between Russia and China, many of them are quick to dismiss such an idea, pointing to a difficult history, a lack of trust, and the fact that Moscow would chafe at the role of junior partner. But this may be imposing too much of a Western sensibility on the framework that Moscow and Beijing would use to assess their options. We could see the emergence of a “tactical concert” between Russia and China—two rivals who set aside some of their differences for the greater gain of weakening the top power, or breaking the alliance. Indeed, we are already seeing something of this behavior in Central Asia, in the Middle East, in the Arctic, and in the Western Pacific.

		 

		WHAT LIES AHEAD?

		 

		If China and Russia were to reach a concert arrangement of this sort, and if American unilateralism drives a deeper wedge between itself and its allies, we could rapidly find ourselves in a world characterized by two more equal blocks of military competitors and a situation brimming with risks of direct military confrontation between the two. This scenario, and variants on it, although not as yet baked in, is now solidly within the world of the feasible.

		Another scenario is that both Washington and Beijing, pushed by their allies/neighbors and aware of the substantial costs to themselves of direct confrontation, instead pursue a path of strategic competition. This would still entail substantial risk, but less quickly and less directly. It would involve a military focus on deterrence, and an arms race, but combined with a willingness to invest in arms control mechanisms or deconfliction and de-escalation arrangements. It would involve some degree of continued economic engagement, although it would also be compatible with the emergence over time of a kind of bifurcated globalization—the emergence of two zones of technological, infrastructure, and commercial integration, one that has Beijing as its hub and for which Beijing sets the rules of the game, and the other revolving around Washington and its core allies.

		Between these two options, many in DC now hope that the United States can construct a third scenario—oriented toward the democracies. This would involve pulling the major economies of Asia and Europe together into a wider “partnership”—a kind of wider-than-the-West concert of free societies (or largely free societies), which would work together to deter China, Russia, and others that would erode the core structures of stability and trade. Tom Wright has argued a “free world” version of this approach; an alternative is a form of “democratic multilateralism.” It would require important shifts in the global supply chain, but not unmanageable ones. It might result in two globalizations—one Chinese led, one American led—but not to the breakdown of globalization itself. It would constrict China, and occasionally confront China, but it would not have to be organized in the first instance to engage in conflict with China. It would not obviate cooperation with China on issues like poverty reduction, infectious disease and public health, ocean science and ocean pollution, and climate change.

		Should the United States seek to pursue such a strategy, it would be required to shed both the unilateralist instinct of President Trump and President Obama’s aversion to the use of coercive power as a tool of diplomacy. It would require American strategic elites to restore political ties with NATO while reorienting American strategic policy away from its trans-Atlantic habits toward a wider set of partnerships. And above all—especially after the disastrous mismanagement of the American response to COVID-19 and the turmoil surrounding police oppression and the Black Lives Matter moment—it will require the United States to demonstrate a willingness to engage in serious reform of its own flawed and divided democracy.

		One way or another, great power competition between the United States and China seems set to be the Archimedean point in contemporary international affairs.
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		U.S.-China Relations

		 

		The Search for a New Equilibrium

		 

		RYAN HASS

		 

		In recent years, the U.S.-China relationship has undergone a rapid deterioration. Left unchecked, the relationship appears poised to continue traveling a sharply downward trajectory, even in spite of the considerable risks that would accompany an intensification of rivalry between the world’s two most capable powers.

		This chapter argues that leaders in both countries need not—and should not—accept the reductive logic of unavoidable enmity or conflict. To escape such an outcome, policymakers in both countries will need to reprioritize efforts to find an equilibrium to the relationship that allows both to coexist within a state of heightened competition. Such a process will not come naturally or easily to a relationship as badly battered as the present-day U.S.-China rivalry. Nevertheless, such efforts will be necessary for both powers to be able to free up resources and attention needed to promote the security and prosperity of their own peoples.

		 

		THE FORCES DRIVING THE DOWNWARD TRAJECTORY OF RELATIONS

		 

		It has become popular in the United States to argue that the downturn in U.S.-China relations is attributable to Xi Jinping, or at a minimum, to China’s shift in policy orientation under Xi. At the same time, Chinese counterparts routinely argue that the United States is acting like an anxious declining power grasping for opportunities to slow the rise of its foremost competitor. The common thread tying both arguments together is that they each are used in respective capitals to justify the current policy course. The uncomfortable reality is that there are much deeper forces at work than either of these superficial arguments suggest.

		 

		Dissatisfaction with the Regional Security Status Quo

		 

		The first structural discontinuity is that the United States and China both are dissatisfied with the regional security status quo. This was not previously the case. For several decades following the formal establishment of diplomatic relations, there was a division of labor between both countries in the Asia-Pacific region. Although they were not generally codified in writing, the understandings were largely accepted by policymakers in both countries. The basic understanding was that the United States would use its predominant power to deter conflict, preserve a relatively stable security order, and push to open markets. China would defer external ambitions and focus mostly on lifting up its own people. Additionally, neither side would abandon the diplomatic framework for managing differences over Taiwan, as enumerated in three U.S.-China joint communiques.

		Now, both the United States and China hold each other in violation of these understandings and show no interest in working to update them. The United States is increasingly pursuing a more formal relationship with Taiwan as a counter to China’s tightening squeeze there. Meanwhile, Beijing is investing massive sums in military modernization and is deploying its growing capabilities in ways that appear intended to signal to America’s closest allies and partners in Asia that it will always be nearby and active, and that there is risk in crossing China and then counting on the United States for security (figure 10-1).

		 

		China’s Emergence as a Global Rulemaker

		 

		China is becoming the first non-Western power in the modern international system with the weight and ambition to reshape the rules of the international order.¹ While the Soviet Union posed its own challenges to the international order, it did not actively seek to build global institutional order in the way China has sought, nor did it have the capabilities to do so. Since its inception at the end of World War II, the modern system of rules, norms, and institutions has never been static, but it has also never come up for broad-scale reevaluation.

		 

		Figure 10-1. China’s Military Spending
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		Source: “SIPRI Military Expenditure Database,” Stockholm International Peace Research Institute, www.sipri.org/ databases/milex; National Bureau of Statistics of China, www.stats.gov.cn/english/Statisticaldata/AnnualData/; Ministry of National Defense of the People’s Republic of China, www.mod.gov.cn/.

		 

		Now, questions abound about the continuing efficacy of the international system. Some of the questions result from a prevalence of antipathy in the United States toward international institutions, which some Americans view as limiting America’s ability to exercise power advantages over all other countries on the world stage. Beijing has also sought to exploit leadership vacuums created by American retreat, whether on climate change, human rights, public health, or Iran. China has also worked to cultivate international support for its normative approach on issues such as internet governance, the relative importance of social stability over individual liberties, as well as the limited role for international institutions in addressing human rights issues within countries. More broadly, China is working to secure international acceptance of (or nonhostility toward) its state-led economic model and Leninist political model.

		 

		The Growing Centrality of Technology Competition in U.S.-China Relations

		 

		In the span of recent decades, China has transformed itself from a low-wage assembly line for the manufacture of American-engineered products to a near-peer competitor of the United States in the innovation frontier. The speed and scale of China’s technological ascent has triggered American concerns about implications for its own security and prosperity in a globalized twenty-first-century economy. These concerns have been intensified by China’s use of state funds to subsidize production costs and undercut global competition, as was the case with solar panels and, more recently, Huawei’s efforts to secure the commanding heights of global 5G networks.

		China’s technological progress is also placing stress on American national security. U.S. officials are concerned that China could leverage technological breakthroughs in foundational technologies, such as machine learning, to gain advantages over U.S. forces.²

		 

		Intensifying Ideological and Systems Competition

		 

		There are also concerns that China no longer remains content nurturing its governance system at home and now seeks to encourage other countries to replicate its political model. President Xi fanned this debate when he told the 19th Party Congress in 2017 that “China offers a new option for other countries and nations who want to speed up their development while preserving their independence.” Xi’s statement sparked a wave of commentary in the United States about the reemergence of ideological competition.³ The U.S. intelligence community similarly sounded the alarm, writing in the 2019 Worldwide Threat Assessment that “China’s leaders will increasingly seek to assert China’s model of authoritarian capitalism as an alternative—and implicitly superior—development path abroad, exacerbating great-power competition that could threaten international support for democracy, human rights, and rule of law.”⁴

		Even if China does not seek to export its governance model, its practices nevertheless offer an example for other countries to emulate. In recent years, Beijing has promulgated measures to limit civil society and curb dissent at the same time as it has made available for export technologically advanced surveillance and monitoring platforms. As more countries embrace Chinese laws and technologies in their pursuit of strengthened social control, the effect is to “normalize” China’s domestic social stability practices.

		

		Taken together, these four discontinuities in the U.S.-China relationship suggest that the relationship is not merely navigating another cyclical downswing, as it did in 1989, 1996, 1999, or 2001,⁵ in the wake of unanticipated events. Rather, the relationship is encountering deeper structural stresses as both countries adjust to shifts in the relative power dynamics between them.

		 

		POLICY RECOMMENDATIONS FOR THE UNITED STATES

		 

		The work of rebalancing the U.S.-China relationship toward a more durable equilibrium that enables both countries to coexist within a state of heightened competition will require efforts from both sides. Since I am a former American policy practitioner working at an American think tank, I will focus my comments on the U.S. side of the ledger. I would be remiss if I did not stress, however, that unless China moderates its behaviors that are aggravating nearly every important American political constituency simultaneously, there will be limited political space for future American leaders to chart a more constructive path for the relationship.

		 

		Right-Size the Risk That China Poses to U.S. Interests

		 

		With its dynamic economy, technologically advanced military, geographic positioning, and ambitious national goals, China poses the most significant challenge to American leadership in the twenty-first century. At the same time, China also faces significant challenges. These include, but are not limited to, the social, health, and economic shocks resulting from the ongoing COVID-19 pandemic; energy and food insecurity; demographic headwinds; a heavy debt overhang; declining rates of productivity growth; acute ethnic and social divisions; and a sclerotic political system. China’s economy is experiencing a long-term declining growth rate.

		Externally, it should not be taken as given that China is on an unbreakable path toward eclipsing the United States for influence on the world stage. Diplomatically, China’s recent actions have done more to repel than to attract international support. Recent Pew Research polling shows that majorities or pluralities in nearly every country surveyed say the future would be better if the United States rather than China remains the world’s leading power.⁶

		From a strategic perspective, China’s military remains relatively constrained in its ability to project force beyond its immediate periphery. There are no future guarantees that China will successfully marry power projection with political and economic influence on a global scale—definitional features of a global superpower.

		Furthermore, China will likely encounter greater budgetary constraints on its massive overseas initiatives going forward. With an aging society, an underdeveloped social safety net, a cooling economy, an ongoing rebalancing of distribution of tax revenues between central and local governments, and an end to its era of current account surpluses, there will be intensifying competition for central government resources.⁷

		Finally, American leaders will need to right-size the challenges posed by China’s efforts to influence American public discourse and steal intellectual property. This will require moving beyond sweeping statements about “whole of society” threats that risk a resurgence of “Yellow Peril” racism, and instead relying on lawful tools to disrupt Chinese government–directed activities of greatest concern.

		 

		Develop a New, Shared Framework for the U.S.-China Relationship

		 

		Bereft of a shared logic, enmity and anxiety have come to define the U.S.-China relationship. Even so, neither side is capable of imposing its will on the other, short of risking catastrophic conflict. With both countries serving as the twin engines of the global economy and simultaneously trading over $600 billion in goods and services between them, it defies imagination to conceive of a scenario whereby one country rises while the other one falls, even as both countries strive to secure their own supply chains for sensitive technologies.⁸ By the same token, it is also difficult to conceive of progress being achieved in addressing any of the most pressing transnational challenges—such as climate change, nonproliferation, public health, closing the development gap—if the world’s two largest actors are out of sync in their responses. The failure of Washington and Beijing to coordinate on the common threat from the COVID-19 pandemic serves as a painful reminder of the costs and consequences of dysfunctional U.S.-China relations. A shared rejection of the inevitability of conflict along with a recognition of the mutual benefit of sharing the burden in addressing common challenges would provide an identifiable logic for both sides to work toward developing a more durable and productive relationship.

		 

		Revive Efforts to Influence China’s Behavior

		 

		In recent years, a sense of fatalism has set in regarding America’s inability to influence China’s choices. A view took hold within the Trump administration that China stood too far apart from American interests or values to be influenced by traditional diplomacy; therefore, the only way to alter China’s choices is through unilateral exertion of pressure. This approach failed to influence China’s calculus, as Secretary Pompeo’s consistent complaints about worsening Chinese behavior made clear. The Trump administration’s reliance on negative reciprocity (e.g., taking something away and then demanding concession to return it) inflamed resentments without delivering results.

		In the past, the United States has had some success, albeit limited, in influencing Chinese behavior. For example, persistent and focused American diplomacy pushed China to shift from being the world’s leading proliferator to working with other major powers to halt proliferation. At America’s urging, China cut its current account surplus, helping to fuel global economic expansion over the past decade. The United States also nudged China from being a problem to a partner in spurring global action on climate change, and pushed China off the sidelines in responding to the Ebola outbreak in 2014. It will need to adapt lessons from these experiences for addressing present challenges in the relationship.

		 

		Focus on Restoring Sources of Comparative Advantage in Competition with China

		 

		In recent years, the United States has been undermining its own strengths in its competition with China. Washington has been treating its security alliances as areas of unrealized profit, instead of as platforms for addressing twenty-first-century challenges. This transactional approach has led to a degradation of America’s global alliance network. To improve its ability to influence the strategic environment in which China pursues its interests, the United States will need to reprioritize efforts to aggregate the power and influence of its alliances and partnerships.

		The United States has also been bleeding international prestige and leadership. While there has always been tension between values and interests in American foreign policy, that tension has mostly dissipated in favor of interests in recent years, to the detriment of America’s image as a principled leader on the world stage.

		At the same time, the United States has also been experiencing an erosion of national cohesion and accompanying political gridlock. The twin shocks of a demographic transition and a fourth industrial revolution have provided fertile ground for populism and nationalism to sprout. As they have done so, hyperpartisanship has intensified.

		While the prescriptions for reinvesting in alliance relationships, restoring America’s international prestige, and overcoming domestic political divisions are beyond the scope of this chapter, the upshot is that all of these challenges are self-induced, and all of them are fixable.

		 

		CONCLUSION

		 

		A key challenge for the United States is regaining confidence that if it lives up to its own potential, it can protect its vital interests in its competition with China. Confidence fosters steadiness, and steadiness signals the durability of strategy. China’s perceptions of the durability of any American undertaking are fundamental to their calculations of how seriously to factor in America’s concerns when evaluating their own approach.

		The United States does not need to defeat China, but it does need to maintain the capability to deter China, constrain the export of the more malign aspects of its system, and strengthen its own global competitiveness and attractiveness. The more credibly Washington signals its determination on these fundamental issues, the better the odds that it will be able to work with Beijing to develop a new equilibrium that allows both countries to coexist within a state of heightened competition. This process could take years, and it could take decades. Establishing a new equilibrium will not come quickly and will not be easy for either side to accept. But it will remain vastly preferable to the available alternatives.
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		China, Japan, and the Art of Economic Statecraft

		 

		MIREYA SOLÍS

		 

		To some observers, Asia is moving toward a long, familiar past—a China-centric regional order. While the jury is still out on the outcome of rekindled strategic rivalry between China and the United States (an extraregional actor enjoying primacy during the past seven decades), most believe it is game over when it comes to Asian great power competition. The conclusion seems obvious to most: China has eclipsed Japan. However, a focus on economic statecraft—purposive state action closely linking economic and security goals and leveraging material wealth to achieve influence abroad—renders this judgment premature.

		 

		BUILDING A REGION, DEFINING THE WORLD

		 

		Economic engagement has been at the heart of Japan’s and China’s bids for international leadership. In the twenty-first century, the task for Japan has been to exert influence with dwindling resources (official development assistance [ODA] budgets have been slashed for years) and avoid becoming a legacy power banking on the economic footprint built during its days of glory. For China, the major burst in material capabilities has purchased great influence, but significant challenges loom ahead in ensuring the long-term sustainability of Belt and Road Initiative (BRI) projects and preventing a backlash in recipient countries out of concern with onerous lending terms or undue political influence.

		Comparing the muscle behind each country’s economic statecraft is an inexact exercise at best given the paucity of Chinese data. A useful source of information is the AidData project, which uses public information sources on specific projects to track China’s economic footprint. It estimates that between 2000 and 2014, China’s official finance commitments (ODA and other official flows [OOF], such as export and investment credits) amounted to $354 billion.¹ During the same period, Japan’s official finance (ODA plus OOF gross disbursements) amounted to $305 billion, with an additional $83 billion disbursed between 2015 and 2017, according to Organization for Economic Co-operation and Development (OECD) data.² The bulk of China’s development finance centers on infrastructure with close to 60 percent of funds concentrated in energy, transport, and communications projects. The same is true for Japan. Figure 11-1 shows that Japan alone has provided 43 percent of all ODA committed to economic infrastructure projects by industrialized nations for the past four decades. And Japan’s lead among Development Assistance Committee nations intensified in the twenty-first century, a time when the country suffered deflation and domestic contraction and was buffeted by the global financial crisis and the March 2011 triple disaster (earthquake, tsunami, and nuclear accident). When it comes to the mobilization of state resources to finance economic infrastructure abroad, only Japan is in serious competition with China.

		How do China’s and Japan’s economic footprints measure up in Southeast Asia, a region at the center of great power competition? When it comes to infrastructure finance, Japan is ahead according to a widely noted report by Fitch Solutions, with $367 billion in pending projects across six ASEAN nations (Indonesia, Malaysia, Philippines, Singapore, Thailand, and Vietnam). Fitch Solutions puts the value of Chinese pending infrastructure projects in Southeast Asia at $255 billion.³ Figure 11-2 reveals an interesting contrast regarding the weight of ASEAN’s trade and investment flows with the world’s three largest national economies. On the left side of the graph appears the well-known dominance of China as the region’s top trading partner. On the right side, it is clear that China still lags behind Japan and the United States in terms of foreign direct investment flows to the region.

		Leadership does not materialize without a compelling vision. China’s flagship initiative, the Belt and Road Initiative, has captured the world’s imagination with its promise to channel a trillion dollars toward the construction of economic corridors on land and at sea across Eurasia. In the past few years, however, China has learned that the road to becoming a titan of development finance is full of opportunity and risk. China supplied a commodity keenly desired in the region—capital to ameliorate the infrastructure finance gap choking economic growth. Relying on policy banks that are less constrained by exacting lending standards of multilateral development banks, but offer credit on less concessional terms, the Chinese state extended loans for infrastructure projects, animated by a mix of objectives. The motivations have ranged from the purely economic (nurturing domestic industries, disposing of excess capacity, promoting the regional integration of hinterland provinces) to the strategic (expanding its political influence in recipient countries, gaining access to ports across the region that ease Chinese concerns over maritime chokepoints, etc.).⁴

		 

		Figure 11-1. ODA Commitments in Economic Infrastructure
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		Note: Percentages reflect country shares of cumulative total, 1967–2017.

		 

		Source: OECD QWIDS Database.

		 

		Figure 11-2. ASEAN’s Trade and Investment by Selected Partner Country (2010–2018)
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		Source: ASEAN Stats Data Portal.

		 

		However, concerns over onerous lending terms, have brought greater international scrutiny, and in some instances, loan renegotiations as evidenced in Malaysia’s East Coast Rail project. Looking at data on external debt relative to gross national income, David Dollar concludes that among BRI recipients in Southeast Asia, only Laos is at risk of insolvency.⁵ Even if unsustainable debt is not as widespread as commonly asserted, China is aware that fragile BRI projects will siphon away precious financial resources at a time when its domestic economy is slowing down, and could backfire in terms of deepening ties with target countries. Hence the Chinese leadership recalibrated during the second Belt and Road Forum in the spring of 2019 (at least rhetorically) by adopting the concept of “quality infrastructure”—long Japan’s calling card in this field.

		For the first time, Japan has offered an ambitious blueprint for regional development and stability, coining the Free and Open Indo-Pacific construct with a whole-of-government approach. Its animating principles are rule of law, democratic values, freedom of navigation, and economic connectivity (through quality infrastructure finance and a free trade architecture that provides rules for free flows of data and governance of the digital economy).⁶

		Rising and established powers (China, India, and the United States) have been important reference points in the evolution of this landmark Japanese initiative. Japan has coped with China’s growing ambitions and capabilities by stretching the boundaries of the region beyond East Asia to include Australia, New Zealand, India, and the United States in regional institutions and collaborative efforts, such as the East Asia Summit and the Quad. Bilateral ties between Japan and India have deepened with the establishment of a 2+2 dialogue between each country’s foreign and defense ministers, Japan’s participation in the U.S.-Indian Malabar military exercises, and plans for an acquisition and cross-servicing agreement for military supplies. Importantly, India has refrained from partaking in the BRI for geostrategic reasons, giving Japan an important advantage in Asia’s third-largest economy.

		Japan has keenly felt competition with China. Tokyo abstained from joining the Asian Infrastructure Investment Bank as a founding member, citing concerns over the new bank’s internal governance and worried about weakening the clout of the Asian Development Bank. Instead, in the spring of 2015, Prime Minister Shinzo Abe announced the Partnership for Quality Infrastructure in Asia with a commitment of $110 billion, later expanded globally to $200 billion, to be disbursed in five years. Tokyo embarked on a diplomatic campaign to codify its quality infrastructure standards across a broad set of platforms: Asia-Pacific Economic Cooperation, the OECD, the G-7, and, most recently, the G-20. These principles (open access to infrastructure services, transparency of procurement, debt sustainability, and economic efficiency over the life cycle of the project) are geared to highlight Japan’s competitive assets in development finance.

		How much political capital are China and Japan deriving from their vigorous programs of development finance? Traditionally, this question has focused on the ability to use economic inducements to create relations of trust with recipient countries. By this measure, Japan is far ahead. A recent ISEAS–Yusof Ishak Institute survey has Japan in the lead on “trust” rankings with 61.2 percent in positive responses, and China at the bottom with 16.1 percent.⁷ Donor-to-donor relations are a second avenue to cultivate political capital. Coordinated action in infrastructure finance can serve as an opportunity to showcase shared development and foreign policy priorities and to develop habits of cooperation among implementing agencies. Individual donors may also be interested in pooling efforts for reputational benefits, to assure both recipients and fellow donors about underlying motivations and the soundness of lending practices. Thus many have called for China to multilateralize the BRI in order to instill confidence in its development finance push. However, the challenge for China is steep, as noted by Brad Parks. China has not taken full responsibilities as a member of the Paris Club for creditor nations and has chosen not to abide by the OECD’s export credit guidelines. Furthermore, the opaqueness of BRI loans prevents cooperation with other international development finance agencies.⁸ In fact, Japan is better poised to multilateralize its Partnership for Quality Infrastructure to signal a commonality of purpose with fellow donors. Tokyo has launched coordinated infrastructure funds with the United States, Australia, India, and the European Union. And the Abe cabinet has also opened the door for cooperation with China on infrastructure projects in third countries, provided China adopts Japan’s quality infrastructure standards, as part of a campaign to improve Sino-Japanese relations.

		 

		ON THE LIMITS OF SINO-JAPANESE RAPPROCHEMENT

		 

		The Trump presidency has been a major factor behind the visible thaw in Sino-Japanese relations with a reactivation of bilateral political dialogue since 2018. Growing uncertainty about the role of the United States created a powerful incentive for Asia’s great powers to stabilize their relationship after years in deep disrepair. Beijing is reeling from a bruising trade war, which is perceived as just the first chapter of a wider strategic contest with the United States; Tokyo is seeking to improve its external environment at a time when the American president is critical of trade agreements and host-nation support arrangements for U.S. military bases, and may compromise with the North Korean leader on missile and nuclear capabilities at the expense of Japan’s security.

		The improvement of Japan-China ties, however, is no prelude to a reordering of Asian geopolitics. There is no seismic change in security alignments at work. If anything, the trendline of the past decade continues: China exerting pressure on Japan’s administrative control of the Senkaku Islands, and Japan investing in deterrence capabilities with China foremost in mind, betting on the alliance with the United States (with forays into collective self-defense, concessions on trade, and Abe’s personal diplomacy with Trump), and fostering security partnerships with like-minded democracies.⁹ Rather, the current rapprochement is interesting for what it reveals about the ability of Chinese and Japanese leaders to make pragmatic adjustments to new realities in international politics, and the keen sensitivity displayed by the Asian powers to an unpredictable United States. But it is also indicative of the difficulties in executing limited collaboration among them—official blessings aside.

		The pandemic has added strain to Japan-China relations. President Xi Jinping’s state visit to Japan (originally planned for spring 2020) was suspended and may not come to pass anytime soon. China’s assertiveness in the East China Sea and the harsh line it took with Hong Kong’s national security law have weakened support in Japan for hosting Xi. Additionally, Tokyo has launched a $2.2 billion subsidy plan to avoid overdependence on China by returning some production back to Japan or diversifying into Southeast Asia. The subsidies do not amount to a decoupling effort—they are small compared to the stock of Japanese investment in China—but they do speak of a desire to hedge against a growing China risk.

		Going forward, other arenas of economic statecraft, however, are likely to pose a harder edge for Sino-Japanese competition. China’s technological push (with research and development investments that far surpass Japan’s), its industrial policy goal of achieving 70 percent domestic content in core materials and components with a central role to state-owned enterprises (SOEs) and generous public subsidies in targeted sectors, and the 2017 Cybersecurity Law giving the state greater reach into telecommunications have brought an acute quandary to Tokyo’s doorstep: how to balance economic internationalism and economic security. Japan’s concerns with technological leakage, such as weak intellectual property protection in China and pressure on Japanese companies to surrender proprietary knowhow to enter the Chinese market, are long-standing. The novelty lies in the fact that Japan has catapulted to a leading role in drafting international trade and investment rules. Japan’s proactive stance is evident not only in the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP), but also in the tripartite effort with the United States and the EU to codify new disciplines on market-distorting policies (forced technology transfer, investment restrictions, unfair advantages to SOEs, lack of transparency on subsidies, etc.). Hence Japan’s planned contribution to World Trade Organization reform aims to curtail the very same practices that China has used or will continue to rely on in its technology upgrading bid.

		Another major thrust of action has emerged: defensive measures to prevent technology flows that could harm national security. The Japanese government recently embarked on greater integration of economic policies with national security, establishing an economic division in the National Security Secretariat. Japanese officials have worried that the tightening of investment and export controls in the West could make Japan a soft target for the acquisition of critical technology that could be diverted to military use. Revisions to Japan’s Foreign Exchange Law approved at the end of 2019 mandate that foreign investors need to receive prior approval for stock acquisitions above 1 percent in designated sectors, whereas the prior threshold was 10 percent. Exemptions to the approval process can be granted if the foreign investor forgoes a board position or access to critical technology in the company.

		Japan is, therefore, entering unfamiliar terrain on how to reconcile globalization with national security. Such tradeoffs are only likely to grow. The U.S.-China technological rivalry is intensifying; Japan itself has deemed Chinese telecommunications firms a cybersecurity risk, effectively banning them from government 5G contracts; and internationalized Japanese firms will have to navigate not only tightened domestic regulations but also forthcoming American export controls on foundational and emerging technologies. Economic security is fast becoming the new frontier of Asian power competition.
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		Managing China

		 

		Competitive Engagement, with Indian Characteristics

		 

		TANVI MADAN

		 

		In October 2019, Chinese leader Xi Jinping and Indian prime minister Narendra Modi stood hand in hand in a seaside temple town near Chennai. Behind them loomed a large boulder, precariously poised atop an incline.¹ In many ways, it was an apt reflection of the relationship between the two Asian giants—one that has involved some efforts to cooperate, but with major challenges looming across the spectrum that could overshadow that engagement. Since that summit, the COVID-19 pandemic and a fatal China-India boundary crisis have done just that. Those developments have reinforced and demonstrated that despite the cooperative elements developed over the last two decades, China-India relations remain fundamentally competitive, with the potential for conflict ever present.

		 

		INDIA’S APPROACH

		 

		Given the cooperative and competitive dynamics over the last two decades, Delhi’s approach to managing its China relationship has involved two broad elements. The first element has entailed engaging with Beijing where possible. The second element has meant competing with China where necessary, alone and in partnership with others.

		India’s approach, which has had mixed success, has been designed to stabilize the relationship, take advantage of it where possible, incentivize certain kinds of Chinese behavior and deter other kinds, as well as prepare for the scenario of Beijing breaking bad. It also aims to expand India’s leverage, recognizing various Chinese points of leverage vis-à-vis India.

		India’s sources of leverage include its market, to which China and its companies want access. Another is the presence of Tibetan leaders and refugees in India, and, to some extent, India’s position on Taiwan. A third is Delhi’s ability to complicate Beijing’s interests—and exploit its vulnerabilities—in the Indian Ocean. A fourth is India’s partnerships—especially, but not only, with the United States.

		China’s points of leverage include its ability to pressure India on the boundary. It can also complicate India’s internal security situation (particularly in India’s northeast as it did in the past), as well as Delhi’s regional options given Beijing’s expanding ties with India’s territorial and maritime neighbors. Furthermore, China can use its relationship with Pakistan as a tool to pressure—or reassure—India. Beijing can also be helpful or harmful to Indian interests as a result of its membership in key international bodies, especially the UN Security Council. Finally, while China’s ability to use economic coercion with India is relatively limited because of the nature and extent of their investment ties, there are areas Beijing could target—for instance, critical infrastructure, or India’s pharmaceutical sector, which is dependent on imports of active ingredients from China.²

		 

		ENGAGEMENT

		 

		There are multiple reasons why India has sought to keep its China relationship stable. One, it would allow Delhi to focus on its socioeconomic objectives, not require diversion of expenditure from development to defense, and buy time to enhance Indian capabilities and close the gap with China. Second was the possibility that India’s economy could benefit from China’s.³ Third, Delhi believed that engagement could incentivize Beijing to respect Indian sensitivities or offer India opportunities. Finally, a more stable equilibrium with China would diminish the Indian need to deepen its ties with and depend on other partners—important for a country that prizes its strategic autonomy and believes partners can be unreliable.

		Thus, following the June–August 2017 Doklam crisis during which the two countries’ militaries faced off in the Bhutan-China-India tri-border area, India got the engagement part of its China approach back on track.

		Beijing had its own reasons for stabilizing the relationship. It could open the door to opportunities for Chinese companies to benefit from the Indian economy and facilitate cooperation on some global issues. It could also limit Delhi’s activism in opposing Chinese initiatives like the Belt and Road Initiative (BRI). And it could shape India’s decisions vis-à-vis partnering with the United States and others in ways that would be favorable to China. This had been particularly important once the “Mar-a-Lago spirit” in China-U.S. relations had dissipated and the Trump administration began advocating for a coalition of democracies—Australia, India, Japan, and the United States—to tackle malign Chinese behavior.⁴

		The Sino-Indian engagement track included a higher frequency of visits by senior policymakers, the revival of a number of dialogues that had been put on hold, as well as improved communication between the two countries’ defense officials and personnel. In addition, India tempered its tone toward China (for instance, with less explicit criticism of BRI), and generally avoided what China would consider provocations. The government became more circumspect about participation in Tibet-related activities, and avoided commenting on developments in Xinjiang and Hong Kong. State-run airline Air India acquiesced to the Chinese demands to change its listing from “Taipei, Taiwan.”⁵

		Spurred by pressure and persuasion, China, in turn, lifted its long-standing hold on the designation of Pakistan-based Jaish-e-Mohammed (JeM) leader Masood Azhar as a terrorist in the UN Security Council Resolution 1267 sanctions regime committee.⁶ It also allowed Pakistan to be placed on the “grey list” of the Financial Action Task Force (FATF) for taking insufficient action against terrorist financing and money laundering, which subjects the country to financial restrictions and potentially punitive action.⁷

		There was also some progress on the bilateral economic front. Trade, which had stalled, increased by 25 percent from 2016–2017 to 2017–2018.⁸ The stock of Chinese investment in India went from negligible amounts a few years ago to estimates of over $12 billion (plus pledges worth $16 billion).⁹ In addition, Indian authorities gave the Bank of China a license to open a branch in Mumbai, and allowed Huawei to showcase its 5G capability at the India Mobile Congress in 2019.¹⁰

		On the public diplomacy front, Beijing allowed the resumption of the pilgrimage for Indians through the Nathu La mountain pass to Tibet’s Mount Kailash and Lake Mansarovar, which had been suspended during the Doklam crisis.¹¹

		Beyond the bilateral sphere, the Russia-India-China trilateral resumed in December 2017 and met twice at the leader level on the sidelines of multilateral summits.¹² India also continued to participate in organizations where China played a founding role, such as the Shanghai Cooperation Organization and the Asian Infrastructure Investment Bank.

		 

		COMPETITION

		 

		But despite this engagement, none of India’s fundamental differences with China have been resolved, and some Indian concerns have grown in recent years.

		These differences include the boundary dispute, which has involved four major standoffs—in 2013, 2014, 2017, and 2020—since Xi came to power. Beijing did not heed Modi’s suggestion in 2014 to resume dialogue to clarify the Line of Actual Control that divides the two countries. Delhi dismissed China’s proposal for a code of conduct—in part due to the concern that it would limit India from upgrading its infrastructure and capabilities near the boundary, as China has already done.¹³

		Related to this is the issue of Tibet. China remains suspicious of the presence of the Dalai Lama and Tibetan refugees in India. Beijing also disapproves of U.S. government engagements with Tibetan leaders in India that are unlikely to occur without the acquiescence of the Indian government.¹⁴ And China and India have different views of how the successor to the 14th Dalai Lama, now 85 years old, should be chosen. Delhi does not buy Beijing’s assertion that the Dalai Lama’s reincarnation would require Chinese concurrence and should involve no role for other countries.¹⁵

		Another problem involves the Brahmaputra River that flows from China to India. Delhi has concerns about Chinese dam construction, potential river diversion, the erosion of its usage rights, as well as Beijing potentially using its upper riparian status to coerce India in the future.

		Rather than alleviating bilateral differences, economic ties have also added to them. Indian complaints include India’s trade deficit with China (one-third of its total trade deficit), lack of reciprocity, intellectual property theft, forced technology transfer, Beijing’s influence over Chinese companies, and the potential use of economic coercion for strategic and political ends. Relatedly, in 2019, India declined to join the Beijing-backed Regional Comprehensive Economic Partnership, with the Indian home minister citing “adverse effects that Chinese interests could have caused.”¹⁶ Beijing, in turn, has complained about restricted market access for its companies in certain sectors and regions.

		Then there is China’s long-standing strategic relationship with Pakistan, which has deepened in part due to the China-Pakistan Economic Corridor (CPEC). Delhi believes Beijing has helped build its other rival’s military, missile, and nuclear capabilities, and provided cover and support for Pakistan in international institutions like the UN Security Council and FATF.¹⁷

		Beyond that, India has watched with concern as China’s political, economic, and military ties with its other neighbors (Bangladesh, Maldives, Myanmar, Nepal, Sri Lanka) have grown. Policymakers are concerned about the impact on the neighbors’ political and economic landscapes, and particularly on their strategic choices. There is a sense that Beijing has not respected India’s redlines and is creating the space for—if not encouraging—these countries to do the same. These concerns, and the fact that some CPEC projects are in territory that India claims, have led to Indian opposition to BRI.¹⁸

		China’s forays into the Indian Ocean region have only added to Delhi’s anxieties. It recognizes that a China which has global interests will seek a global presence. But it worries that Beijing’s behavior elsewhere (e.g., the East and South China Seas) suggests that it might not be a rule-follower in this region either.¹⁹ And it is skeptical about the reliability of Chinese assurances about its intentions, with the Indian foreign secretary pointing out to parliamentarians that “a number of steps, that the Chinese hitherto had said they would not do, are being done,” including establishing bases and sending forces abroad.²⁰

		Globally, Delhi has seen little to change its belief that China seeks to limit India’s space and prevent its rise. Beijing has continued to resist Indian membership in the UN Security Council, as well as the Nuclear Suppliers Group.

		All these differences have caused India to maintain a second track—a competitive one—in its approach to China. This has involved internal balancing, including trying to enhance India’s defense and security capabilities as well as its infrastructure. And it has involved external balancing through establishing or enhancing partnerships in India’s extended neighborhood, as well as with like-minded major and middle powers. Greater attention to India’s South and Southeast Asian and Indian Ocean neighbors has meant increased diplomatic presence and exchanges (both bilateral and regional), defense and economic diplomacy, and capacity building, as well as improved connectivity.²¹

		As for partnering with like-minded balancing powers that also have concerns about China’s capabilities, intentions, and actions, these are seen as (1) helping enhance India’s capabilities across the board—crucial given the widening China-India gap, (2) contributing to capacity building and providing alternatives in the Indo-Pacific region, (3) helping shape Chinese behavior and a favorable balance of power in the region, and (4) serving as leverage for India with China.

		Washington has been a crucial partner for Delhi in this regard. Over the last few years, India has particularly deepened defense and security cooperation with the United States, as shown in table 12-1.

		Furthermore, India’s network of partnerships also includes American allies like Australia, France, and Japan (and to some extent South Korea and the United Kingdom). The European Union is seen as a partner from an economic, technological, and global governance perspective. And, to a degree, India also sees Russia as important (especially as a supplier of military equipment, technology, and parts) despite Moscow’s close ties with Beijing.

		Over the last few years, India has deepened these relationships, particularly in the defense and security sphere. It is engaging with these countries bilaterally, trilaterally, and even quadrilaterally (in the case of Australia, Japan, and the United States). And it is cooperating and coordinating with these partners in third countries, as well as regional and global institutions. India’s efforts with these countries have been focused on acquiring defense equipment and technology, increasing maritime domain awareness and information sharing, improving interoperability, facilitating regional capacity building and connectivity, and expanding India’s reach.

		 

		RECENT DEVELOPMENTS AND THE IMPACT ON THE U.S.-INDIA RELATIONSHIP

		 

		Two developments have reinforced and even increased the competitive aspects of India’s China perception and approach: (1) unilateral attempts by the People’s Liberation Army since early May 2020 to change the status quo along the Line of Actual Control, the disputed de facto border between the two countries, which led to the first fatal clash in forty-five years between the two militaries; and (2) China’s approach to the novel coronavirus pandemic.²²

		They have accelerated concerns in India about China’s lack of transparency, its uncertain commitment to the rules-based order, as well as its growing influence in the Indo-Pacific and in international institutions. The boundary crisis in particular has hardened views of China among the Indian public, strategic community, and, significantly, the government. Delhi has made clear that it sees Chinese actions as a “violation of the bilateral agreements and protocol[s] which ensured peace and tranquility in the border areas for close to three decades.”²³ And the Indian foreign minister has reminded people that it was adherence to those agreements that allowed the broader relationship to “move … forward in other, different spheres, including the economic one.”²⁴

		 

		Table 12-1. Select US-India Diplomatic, Defense, and Security Cooperation since 2017

		
			
				
				
			
			
					Agreements
					Exercises
			

			
					Communications Compatibility and Security Agreement Basic Exchange and Cooperation Agreement Industrial Security Annex Logistics Exchange Memorandum of Agreement implemented HOSTAC program implemented DTTI Standard Operating Procedure Dialogues (new) 2+2 (ministerial + intercessional) DTTI industry collaboration forum Defense innovation units Development assistance organizations Defence cyber Counterterrorism designations US-India-Japan upgraded Quadrilateral dialogue restarted Quadrilateral (“Quad”) Dialogue at ministerial & working levels Counterterrorism table-top exercise MALABAR 2020 maritime exercise Cyber experts’ meeting Embassy officials’ meetings Development organizations dialogue* Quad-plus COVID-19 discussions Liaisons India at NAVCENT US at India’s Info Fusion Center-IOR Additional liaisons*
					Cope India air force exercise revived New Tiger Triumph multiservice Vajra Prahar (special forces), Yudh Abhyas (army) continue Naval PASSEX Indian participation in AFRICOM’s Cutlass Express US observers at Australia-India naval exercise Indian observers at Australia-US military exercise Japan observers at Cope India US-India-Japan-Philippines group sail through South China Sea Defense Trade C-17 transport aircraft AH-64E Apache helicopters MH-60R multirole helicopters SIG716 Sig Sauer rifles Extreme cold weather gear M777 howitzers inducted DSCA approvals: MK54 torpedoes, Harpoon missiles, Integrated Air Defense Weapon System, CBRN support equipment Offered: F-21 and F/A-18 fighter aircraft, Sea Guardian Unmanned Aerial System Other Strategic Trade Authorization-1 US-India joint training of peacekeepers from African & Indo-Pacific countries American P-8 maritime reconnaissance aircraft refueling on India’s Andaman islands US International Development Finance Cooperation office in Delhi Space situational awareness information sharing*
			

			
					*proposed. Note: DTTI = Defense Technology and Trade Initiative Source: Governments of India and the United States.
			

		

		

		 

		There have been tangible effects from the shift, particularly the intensification of Indian concerns in 2020 about (1) economic overdependence on and exposure to China; (2) inroads that Chinese companies, particularly those with close links with the state, have made into certain Indian sectors that are sensitive; and (3) avenues of Chinese influence in the country. This has led to a slew of measures that will restrict or scrutinize Chinese activities in the economic, technology, telecommunications, public diplomacy, and education sectors. These are also a sign of how China’s actions have weakened the hands of those in Indian policymaking circles that argued for more engagement with China or for the idea that economic and civil society ties would help alleviate political strains.

		China’s recent behavior has also had an impact on Indian perceptions of America’s importance as a partner. It has led to calls for India to be less cautious about relations with the United States and to double down on and even accelerate that partnership.²⁵ There has also been an apparent increase in Delhi’s willingness to work with Washington at the bilateral, minilateral, and multilateral levels on issues like post-COVID recovery, building resilience, and defense and security cooperation. It has participated in two sets of Quad-plus dialogues (one with Brazil, Israel, and South Korea at the secretary of state level, and the other with New Zealand, South Korea, and Vietnam at the deputy secretary of state level).²⁶ And it has taken steps that it might have avoided at another time in the midst of a China crisis: conducted a maritime exercise with the United States (and separately Australia and Japan), allowed a U.S. maritime reconnaissance aircraft to refuel in the Andaman and Nicobar Islands, hosted the U.S. secretaries of state and defense for a 2+2 meeting, signed a geospatial data sharing agreement with the United States, participated in a Quad ministerial meeting, and invited Australia to participate in the India-Japan-U.S. maritime exercise Malabar.²⁷

		Even if China and India find a way to de-escalate the situation at the boundary, it is unlikely that the relationship will return to business as usual, as Beijing has been seeking.²⁸ The Indian ambassador to China has emphasized the considerable damage to India’s trust in China, which was already at low levels.²⁹ This intensified Indian concern about China could present opportunities for the United States, but also challenges—for instance, Delhi’s desire to reduce its economic dependence on China could benefit American companies. But if this leads to broader Indian protectionism, it could adversely affect American economic interests.

		Moments like the current one can be clarifying for India, including in terms of which of its partners are reliable. The crisis will mean that it will closely watch how broader U.S. policy toward China evolves. And it will also assess Washington’s approach to the crisis. American responsiveness and support could facilitate a closer Indian alignment with the United States in the future. However, if Delhi sees Washington as pushing it into decisions or choices, or as taking advantage of the boundary crisis, it could be unhelpful, if not counterproductive.
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		Russia and China

		 

		Axis of Revisionists?

		 

		ANGELA STENT

		 

		The China-Russia relationship has since 2014 evolved into a pragmatic strategic partnership, representing a significant new development on the global stage. Recently, the COVID-19 pandemic has made Russia more dependent on China, further solidifying their ties. Despite the asymmetries in the relationship, China and Russia share a number of core interests and a suspicion and resentment of the United States. They may not be natural allies, but they have, in the last decade, worked together to challenge the United States. This chapter examines the drivers of the relationship, the effectiveness of their bilateral ties, and the extent to which the United States can influence this relationship going forward.

		Since Russia’s 2014 seizure and annexation of Crimea and the West’s subsequent attempts to isolate Russia, Putin has increasingly turned to China. Sino-Russian economic and energy ties are expanding. China is economically more important to Russia than vice versa and is Russia’s number one trading partner and the second-largest purchaser of Russian military hardware. Sino-Russian cooperation in the military and high-tech fields continues to grow. Their joint military exercises and air patrols, as well as joint work on artificial intelligence and biotechnology, pose new potential threats to U.S. interests.

		Their relationship is, however, far from balanced. There are significant asymmetries in the relationship beyond population (China has almost ten times more people than Russia), and mutual mistrust remains, especially in Russia’s sparsely populated Far East, where Chinese traders and entrepreneurs are abundant. Nevertheless, Russia appears to have accepted its role as a junior partner to China. This is in part because China, unlike the United States, is not perceived to represent a threat to Vladimir Putin’s rule.

		Russia and China come together today as revisionist powers seeking to create a “post-West” world order—one where the United States can no longer dominate and determine the financial and political contours.¹ Both aim for a world order more supportive of authoritarian regimes that prize sovereignty and noninterference in each other’s domestic affairs. Thus those who believe that Russia would be willing to distance itself from China and align itself with Washington against Beijing underestimate the extent to which China’s unequivocal support of Russia’s domestic system is an existential issue for the Putin regime. Moreover, the twin U.S. policies of sanctioning Russia and pursuing a trade war with China have pushed the two countries closer together. “Peeling Russia away from China,” as some in the United States suggest, would involve a significant modification of current U.S. policy toward Russia at a time when Russia has become a toxic subject in U.S. politics following Moscow’s interference in the 2016 and 2020 presidential elections.

		 

		KEY DRIVERS OF THE RELATIONSHIP

		 

		Sino-Russian relations have come a long way since 1969, when the USSR and China engaged in a brief shooting war on their border. Ties began to warm once the USSR collapsed, but the turning point came in 2014, as Russia’s relations with the West sharply deteriorated after the onset of the Ukraine crisis. The imposition of U.S. and EU sanctions and other attempts to isolate Moscow increased Russia’s dependence on China.

		The close ties between Vladimir Putin and Xi Jinping are based on a mutual interest in challenging the current world order and in maintaining domestic stability and preventing “color” revolutions at home. Both leaders support each other’s foreign policies. Putin and Xi share a common set of grievances, a conviction that their countries were unfairly treated by the West in the past. They are critical of the current U.S.-dominated international order, which they believe was imposed on them without consultation and disregards their legitimate interests.

		Putin and Xi never criticize publicly each other’s internal policies. China and Russia promote models of internet governance and censorship conducive to authoritarianism.² They both favor influence and interference operations that seek to affect the political processes of other countries in ways amenable to their interests. While differing in their targets and approaches, Chinese and Russian influence operations increasingly draw upon similar tools (e.g., social media, state media, and co-opting media outlets in target countries) to induce instability in democratic societies.³

		The Sino-Russian economic relationship is evolving from relatively modest to more dynamic, largely because of both countries’ deteriorating ties with the West. Since 2009, China has been Russia’s largest trading partner. Their bilateral trade rose to $110 billion in 2019, with the governments planning to boost it further to $200 billion in 2024.⁴ The structure of bilateral trade largely resembles that between a developing and a developed country. Mineral products and hydrocarbons make up 73 percent of Russian exports to China. Machinery and transport equipment constitute 52 percent of Chinese exports, with textiles and footwear at 15 percent.⁵

		China’s main economic interest in the relationship is Russia’s oil and gas. As China has modernized and its economy has grown, its demand for energy has increased exponentially. Russia has plentiful oil and gas reserves, but most of its energy exports have traditionally gone to Europe. Since the Soviet collapse, Russia has sought to diversify its energy exports. The new $400 billion Power of Siberia gas pipeline will increase bilateral energy interdependence. Russia vies with Saudi Arabia as the top source of China’s oil imports.⁶

		The latest area for energy cooperation is in the Arctic. China can provide the capital, technical expertise, and markets needed to develop Russia’s natural resources. Russia in turn facilitates Chinese economic goals in the region—particularly through the development of natural resources and the use of shipping routes controlled by Russia.⁷ China envisions a “Polar Silk Road” as part of its Belt and Road Initiative (BRI) and is increasingly showing interest in commercial navigation via the Northern Sea Route, which runs along the Russian Arctic coast.

		 

		MILITARY AND HIGH TECH COOPERATION

		 

		Russia and China have also notably intensified their military ties since the onset of the Ukraine crisis. The three main areas of the bilateral defense relationship are military exercises, military-technical cooperation (including arms sales), and high-level military-to-military contacts.⁸ In 2015, as part of the post-Crimea intensification of ties, Russia agreed in a $3 billion deal to sell China Su-35 fighter jets and S-400 surface-to-air missiles, which will upgrade China’s missile defense capabilities and could jeopardize Taiwan’s aerial defenses.⁹

		The geographic scope of Sino-Russian military exercises has been expanding. In September 2018, China participated for the first time in Vostok (East) 2018, the largest Russian military exercise since 1981, held in Siberia and the Russian Far East. China participated to demonstrate that Russia and China stood together and to test its own military restructuring efforts.¹⁰

		In 2019, the People’s Liberation Army participated in another large-scale Russian military exercise, Tsentr (Center) 2019, held in western Russia and in Kyrgyzstan. The principal aim of the exercise was to simulate a response to possible security threats in Central Asia—including fending off terrorist threats, but also repelling conventional military forces from an imaginary “terrorist state” to the southwest of Russia.

		In 2017 Russia and China adopted a three-year plan for military cooperation through 2020. Both sides have now said that they will negotiate a new military agreement reflecting broader cooperation, including joint aviation patrols. Moscow is also helping Beijing develop its own ballistic missile defense system, meaning that Russia is collaborating with China on technology related to strategic nuclear arsenals. This represents a new level in Sino-Russian military ties.¹¹ The Chinese ambassador to Russia has emphasized that Beijing wants to deepen military cooperation with Moscow: “China is prepared to strengthen [military] contacts with Russia at a high level, to cooperate in such areas as joint exercises; wargames; military preparedness; training; military-technical cooperation; counterterrorism and stability operations; increasing strategic cooperation on fundamental international and regional issues; jointly opposing unilateralism, protectionism, and hegemonism; supporting both countries’ interests in security and development; and supporting peace and stability around the world.”¹² Nevertheless, at the same time, Russia is also expanding its defense cooperation with other countries in the region that view China as a threat, such as India and Vietnam.

		Russia and China have recently strengthened their technological cooperation, including fifth-generation telecommunications, artificial intelligence, biotechnology, and the digital economy. This is in response to increased U.S. pressure on both countries to limit their respective engagements in the global technological ecosystem through sanctions and export controls.¹³

		The ongoing battle between the United States and China over the tech giant Huawei has also pushed Russia and China closer together. Huawei has expanded its engagement in Russia, looking to work more closely with Russian scientists. It has announced plans for a fourfold increase in its research and development staff in Russia and the creation of the Huawei Innovation Research program there. Sberbank and Huawei have formed a strategic partnership to provide cloud services for Russian businesses, extending the reach of Russia’s largest bank into the country’s digital economy.¹⁴

		 

		POLITICAL TIES

		 

		Whereas at the highest political levels Sino-Russian relations are improving, the situation in Russia’s economically depressed and depopulated Far East (which two centuries ago was part of China) is more complex. There are 6.3 million Russians in the areas bordering China, facing 109 million Chinese on the other side of the border.¹⁵ Russians remain suspicious of the Chinese, who often dominate local commerce. They are also wary of China’s designs on their land. The Russian embassy in Beijing posted a video on Weibo of a party held to celebrate the 160th anniversary of the founding of Vladivostok, whose name in Russian means “ruler of the East.” There was a swift reaction from Chinese diplomats, journalists, and internet users, reminding readers that the territory whose capital is Vladivostok was part of the Manchurian homeland of the Qing Dynasty and was annexed by Russia in 1860 in an “unequal treaty” after China’s defeat in the Second Opium War.

		Russia and China have created multilateral fora in which they cooperate actively. The first is the Shanghai Cooperation Organization (SCO), founded in 2002 to manage Sino-Russian relations in their shared neighborhood, Central Asia, and to combat the “three evils” of terrorism, separatism, and religious extremism.¹⁶ Its eight members account for 80 percent of Eurasia’s landmass, 43 percent of the world’s population, and a quarter of global GDP. In terms of geographic coverage and population size, it is the largest regional organization in the world.¹⁷

		Up till now, Russia and China have successfully managed their competition in Central Asia. Russia remains the predominant outside influence in the area, given the enduring linguistic, cultural, and personal ties between Moscow and many Central Asian elites. But China has emerged as the predominant economic power in Central Asia, given its energy needs and investment projects. The SCO provides a multilateral forum to regulate relations between Central Asian countries and their larger neighbors, but ultimately regional leaders understand that they have to balance China against Russia if they want to prosper and to retain their sovereignty.

		Yet the disparity in the respective capabilities of the two countries and lingering mutual mistrust suggest a series of ongoing challenges to the relationship. The first is the impact that China’s ambitious BRI will have on Russian political and economic interests. Putin launched the Eurasian Economic Union (EAEU) in January 2015. Two years earlier, in 2013, China announced its intention to construct a “Silk Road Economic Belt,” now known as the Belt and Road Initiative, which will eventually link China with Europe, involving a network of transportation and construction projects, including multiple-billion-dollar investment deals in Central Asia. Whereas the Central Asian countries were generally enthusiastic about these projects, Russia was more reticent because it viewed BRI as a direct competitor to the EAEU. Seeking to assuage these concerns, Xi and Putin signed an agreement on the integration of the EAEU and BRI projects in May 2015. However, the two initiatives are quite different. The BRI transportation corridors will largely bypass Russia to the south, so it is uncertain how Russia will benefit from these massive infrastructure projects.¹⁸ The BRI will promote globalized trade, financing, and infrastructure, and it will develop markets for Chinese goods. It will certainly expand Chinese geopolitical influence—all under the rubric of “connectivity.”

		The asymmetries that currently exist between the two countries will only grow. China is a rising power, economically and militarily. Russia can project military power effectively on the world stage, but it remains an exporter of arms and raw materials and a country with low rates of growth that has failed to modernize its economy. It is the junior partner in this relationship, a status that it appears to have accepted because it believes it can maintain and increase its global reach by partnering with the ascendant power in an era of U.S. withdrawal. As long as China treats Russia as an equal, never criticizes it publicly, and is careful about not challenging it directly in their shared neighborhood, the partnership will continue to meet both sides’ interests.

		 

		IMPLICATIONS FOR U.S. POLICY

		 

		The major drivers of U.S. policy toward Russia and China differ from each other considerably. The key determinant of U.S.-Russian relations is the fact that the two countries are the world’s two nuclear superpowers. Between them, they possess over 90 percent of the world’s nuclear weapons. The United States and Russia have a limited economic relationship, since the United States does not need Russia’s two major exports—hydrocarbons and military hardware. The key factor in the U.S.-Chinese relationship, by contrast, is the fact that they are the world’s two economic superpowers and are economically integrated. Security issues have traditionally taken a secondary role to trade and investment questions, although they are becoming more salient as China becomes competitive in advanced technologies, its nuclear arsenal grows, and it asserts its sovereign claims to islands in the East and South China Seas and aims for unification with Taiwan.

		Regardless of the imbalances and strains in the Chinese-Russian relationship, the two countries have compelling reasons to strengthen their partnership. Their shared suspicion of the United States and commitment to maintaining their authoritarian regimes will continue to bind them together. What remains unknown is the extent to which both countries might join forces in the cyber area to undermine U.S. interests in the future.

		Given these realities, it is doubtful that a U.S.-Russian rapprochement would persuade Russia to distance itself from China and reverse the momentum in Sino-Russian military, technological, and economic cooperation. While there are sound arguments for the United States to seek more productive engagement with Russia, one cannot assume that this would lead to a cooling in Sino-Russian ties. Going forward, it would be prudent for the United States to carefully reassess policies and actions that could drive the two countries even closer together.
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		Europe Changes Its Mind on China

		 

		THOMAS WRIGHT

		 

		Over the past few years, the European Union and a handful of other European countries have reluctantly moved away from a China policy organized around economic engagement toward a policy of limiting China’s influence in Europe for strategic and security reasons. This is a distinctly and uniquely European style of balancing, which involves marshaling Europe’s internal power and working to build unity across member states. It has almost nothing to do with kinetic military power and is instead focused on technology, diplomacy, economics, and politics.

		The driving force behind this shift is China’s behavior—its refusal to end practices of intellectual property theft and forced technology transfers, its failure to enhance market openness for European companies, its use of coercive economic tools and political influence in Europe, and its illiberalism on the world stage. In some ways, the European shift has occurred despite American pressure, not because of it. If China were a responsible stakeholder, U.S. pressure would very likely lead to Europe hedging against the Trump administration and increasing engagement with Beijing. After all, most Europeans were profoundly worried by President Donald Trump, and China seemed well poised to take advantage of this with adroit diplomacy to weaken the trans-Atlantic bond. That it utterly failed to do so shows how badly Beijing has bungled its Europe policy.

		With all of that said, Europe is far from united behind this strategic shift. There are Europe-wide divisions, differences between countries, and within them. German chancellor Angela Merkel remains the most important figure on the pro-engagement side. But unless China’s behavior becomes more benign, Europe’s evolution toward balancing looks set to continue.

		 

		2015–2019: EUROPE CHANGES ITS MIND

		 

		In the first half of the last decade, the dominant approach in Europe was to see China as a challenging economic partner with whom engagement would produce positive results. European policymakers rejected the American view of China as overly securitized and believed that China was well on its way to becoming a responsible stakeholder in the international order. Germany took the lead, framing its relations with China as “a comprehensive strategic partnership” in 2014. U.K. prime minister David Cameron and his chancellor of the exchequer George Osborne declared the beginning of a “golden era” in Britain’s relations with China when Xi Jinping made a state visit to their country in 2015.¹ They wanted to make China Britain’s second-largest trading partner after the EU by 2025 and rejected U.S. concerns that they were too close to Beijing. These goals shaped and restricted Europe’s behavior.

		When Trump became U.S. president, Europeans looked set to continue to engage Beijing, especially when Xi publicly positioned himself as a champion of multilateralism as the United States was turning against the international order.² The Trump administration would subsequently put considerable pressure on Europe to limit its engagement with China, particularly on sensitive matters like the role of Chinese telecoms giant Huawei in European 5G wireless infrastructure. However, European governments, including the staunchly Atlanticist U.K., largely ignored this pressure, judging the economic benefits from engagement with China to outweigh the risks. The U.K. would press ahead with Huawei involvement in its 5G networks even as it sought a closer relationship with the Trump administration beyond Brexit. Italy’s populist government, which included the right-wing (and pro-Trump) League, signed a memorandum of understanding with Beijing on the Belt and Road Initiative (BRI), becoming the first G-7 country to join the initiative.³ Czech president Miloš Zeman declared that the Czech Republic hoped to become “an unsinkable aircraft carrier of Chinese investment expansion” in Europe.⁴ In 2019, Greece joined China’s “16+1” forum with central and eastern European nations—including eleven European Union member states and an additional five Balkan countries, and largely seen as divisive by the EU—turning it into the 17+1.⁵

		The primary driver of Europe’s increased skepticism of China was economic. In Foreign Affairs, German Marshall Fund scholar Andrew Small summed it up as follows: “Europe has lost hope that China will reform its economy or allow greater access to its markets, and at the same time, China’s state-backed and state-subsidized actors have advanced in sectors that Europe considers critical to its economic future.”⁶ Beijing’s Made in China 2025 plan was particularly important in this regard. It proposed to use the power of the state, through subsidies, acquisitions, and other policies, to catch up and pass Western powers in key technologies such as 5G, advanced robotics, clean energy, and artificial intelligence.⁷ China would reduce its dependence on foreign technology and promote Chinese manufacturers internationally—achieving 70 percent independence by 2025 and being globally dominant by 2049, the 100th anniversary of the founding of the regime. Beijing then doubled down on this with an announcement of a six-year, $1.4 trillion investment in technology to accelerate realization of those ambitions.⁸

		European business demanded a response. In 2017, the European Union Chamber of Commerce in China called Made in China 2025 “highly problematic” and “suggests that Chinese policies will further skew the competitive landscape in favour of domestic companies.”⁹ The German Federation of Industries (BDI) also grew skeptical of China. In a highly influential strategic paper in January 2019, the BDI warned that a “competition is emerging between our system of a liberal, open and social market economy and China’s state-dominated economy.”¹⁰ It urged a united European response and for the EU to work with like-minded allies. Meanwhile, some central and eastern European countries—including Poland and the Czech Republic—that had engaged with China in the hopes of an economic reward also became disillusioned. The promised investment never arrived, and they ended up with little to show for their cooperation with Beijing through the 17+1 and BRI.¹¹

		European governments began to tighten investment controls and sought strength through unity, although that proved to be difficult given the adroitness of China’s economic power. China’s efforts to divide Europe through the 17+1 and other bilateral engagements worried EU leaders, including Merkel. The problems were not just economic. China began to flex its muscles, trying to extend its powers of censorship to Europe by imposing a political or economic cost for any criticism of the regime by governments, organizations, or individuals. China was also associated with hacking efforts to steal industrial and political secrets. Beijing’s treatment of Uighur Muslims in Xinjiang and its response to the pro-democracy protests in Hong Kong drew condemnation from European leaders.¹²

		This shift dramatically manifested itself in 2019, when the EU published the document “The EU and China: A Strategy Outlook,” which stated the following:

		 

		China is, simultaneously, in different policy areas, a cooperation partner with whom the EU has closely aligned objectives, a negotiating partner with whom the EU needs to find a balance of interests, an economic competitor in the pursuit of technological leadership, and a systemic rival promoting alternative models of governance.¹³

		 

		French president Emmanuel Macron declared, “The time of European naïveté is ended. For many years we had an uncoordinated approach and China took advantage of our divisions.”¹⁴

		Nevertheless, Europe remained divided and conflicted. On the critical issue of 5G, European governments seemed determined to press forward with allowing Huawei to build their infrastructure. Merkel still spoke of the need to engage China. But the balance appeared to have shifted.

		 

		THE COVID-19 CRISIS

		 

		In the early days of the COVID-19 crisis it appeared as if the deterioration in Europe’s relations with China might be slowed or even reversed. Europe refrained from criticizing China and quietly sent aid. Macron reportedly said that Chinese officials would remember Europe’s support in the future. The arrival of the virus in Europe coincided with an ebbing of the crisis in China. China saw an opportunity to score a diplomatic win by positioning itself as the provider of assistance and expertise, based on its “success” in containing COVID-19. China set up a call between its medical experts and European nations, starting with the 17+1 format on March 13, 2020, and then moving on to the rest of Europe a week later.¹⁵ There was little European solidarity or coordination in the first month of the crisis in Europe, and some national officials, most notably Italian foreign minister Luigi Di Maio, praised China’s role.¹⁶

		However, Beijing quickly moved to a more overt and controversial strategic approach. A study by the European Think-tank Network on China (ETNC) of EU-China relations during the pandemic identified four “key messages” in China’s differentiated approaches across Europe:

		 

		(1) highlighting solidarity and aid; (2) calling for international unity; (3) promoting China’s fight against Covid-19 as a success story, and in some cases (for instance in France) blaming Western democracies for their poor management or even responsibility in the spread of the pandemic; (4) countering narratives critical of China, including through sowing doubt about the origins of Covid-19.¹⁷

		 

		From March on, Chinese diplomacy became more assertive in parts of Europe. It was quickly labeled “Wolf Warrior diplomacy” after a popular Chinese action movie. Various Chinese ambassadors spread conspiracy theories about the origins of the virus, engaged in direct criticism of France’s and Sweden’s responses to the pandemic, and downgraded its presence at an EU-led forum on international cooperation on a vaccine.¹⁸

		There were worrying signs that the EU was buckling under Chinese pressure. In early May, ambassadors to China from all twenty-seven EU member states published an op-ed in China Daily, another Chinese Communist Party (CCP)-controlled newspaper, calling for cooperation between the EU and China. The op-ed was overwhelmingly positive, with little criticism of Beijing on any front. However, it was soon alleged that the Chinese government had agreed to let the article be published only after it had deleted text on its handling of COVID-19. It also refused to let the article be published in Mandarin.¹⁹ A week earlier, the EU high representative for foreign affairs and security policy Josep Borrell faced charges that his department had watered down a report on China by removing references to its disinformation campaign and to the Chinese Embassy in Paris’s comments that the French had neglected the elderly in nursing homes.²⁰

		There was a visceral reaction to China’s assertiveness. Norbert Röttgen—the chair of the German parliament’s Foreign Affairs Committee and a candidate for the leadership of Merkel’s party, the Christian Democratic Union—tweeted about the censorship of the China Daily op-ed, “I am shocked not once but twice: First the #EU ambassadors generously adopt #Chinese narratives & then the EU representation on top accepts Chinese censorship of the joint op-ed. Speaking with one voice is important, but it has to reflect our shared European values and interests!”²¹ In a revealing interview, Borrell said, “We Europeans support effective multilateralism with the United Nations at the center.… China, on the other hand, has a selective multilateralism that wants, and is based on, a different understanding of the international order.”²² In the U.K., the chair of the House of Commons Select Defense Committee, Tobias Elwood, said the government was experiencing a “mindset change” toward China, “not least because of the attitude, the conduct of China throughout COVID-19.”²³ Prime Minister Boris Johnson’s government indicated a shift away from allowing Huawei to develop a share of the U.K.’s 5G infrastructure. The EU and individual member states have also taken steps to limit Chinese influence in its economies as they seek to recover from the economic fallout of the pandemic.²⁴

		After the U.S. election of 2020, in which Joe Biden defeated Donald Trump, the EU–China relationship took a surprising turn. China made a number of significant concessions in negotiations on a Comprehensive Agreement on Investment (CAI) and a deal seemed imminent. Jake Sullivan, Biden’s National Security Advisor, signaled that Biden would prefer if the EU waited until after he took office so the allies could consult with each other on how to best handle China collectively.²⁵ The EU, with Germany at the helm given that it held the presidency of the Council, decided to go ahead anyway, in the face of criticism from the United States and quite a few dissenting voices in Europe. The episode underscored that even as Europeans become more skeptical of China, it remains a topic of heated debate.

		 

		ANALYZING EUROPE’S ROLE IN THE U.S.-CHINA COMPETITION

		 

		European skepticism of China grew at a time when the EU was increasingly estranged from the United States. A number of European leaders proposed that the EU and the United States work together on China but were rebuffed by Trump, who reportedly said, “The EU is worse than China only smaller.”²⁶ American heavy-handedness on 5G also aggravated EU governments and the U.K., which sought a middle road. Nevertheless, the EU and the U.K. continued along the path of skepticism because of Chinese behavior, and to some degree in spite of U.S. pressure. Now, with a U.S. president who will seek European cooperation on China, the proposition that the EU has evolved will be put to the test.

		The European response will likely have several elements over time: (1) a continued effort post-CAI to strengthen investment controls and other economic measures to protect European companies and intellectual property from predatory Chinese behavior, (2) greater unity among the EU-27 and NATO to better resist Chinese coercive power, and (3) working with like-minded democracies to uphold liberal norms globally, including within international institutions like the World Health Organization. This is a form of balancing, albeit of a nonmilitary variety. European nations will not have the ability or will to materially affect the balance of power in East Asia, but they will play a crucial role in countering China’s power and influence globally.

		The United States should help facilitate the continuation of this process in the coming years with a light touch and by preserving an open trans-Atlantic economy so as to reduce the attractiveness of an economic partnership with China. Washington should be very selective about where it exerts pressure on Europe to more fully align with American policy. There are occasions—like 5G—where it is justified and effective but on other occasions it could be counterproductive. An EU policy based on its broad interests is preferable to one based exclusively on the narrower lure of economic gain.

		The EU case is particularly important because it constitutes a natural experiment of sorts as to how China reacts when dealing with a major power that is inclined to engage and work with it. The evidence from the past five years strongly suggests that China does not respond in kind by making difficult compromises and increasing the net levels of cooperation on shared challenges. Instead, Beijing hardened its economic policy and sought to take advantage of divisions and weaknesses inside the EU, pushing the EU into a tougher position. These lessons are likely to have wider ramifications outside the EU-China relationship.

		 

		ACKNOWLEDGMENTS: The author would like to thank Filippos Letsas, Sam Denney, and Agneska Bloch for research assistance, Ted Reinert for editing, and Emilie Kimball for managing the project.

		 

		NOTES

		1. Tom Phillips, “Britain Has Made ‘Visionary’ Choice to Be China’s Best Friend Says Xi,” The Guardian, October 18, 2015, www.theguardian.com/uk-news/2015/oct/18/britian-has-made-visionary-choice-to-become-chinas-best-friend-says-xi.

		2. Xi Jinping, “Jointly Shoulder Responsibility of Our Times, Promote Global Growth” (speech, Davos, Switzerland, January 17, 2020), https://america.cgtn.com/2017/01/17/full-text-of-xi-jinping-keynote-at-the-world-economic-forum.

		3. Giovanna Di Maio, Playing with Fire: Italy, China, and Europe (Washington, DC: The Brookings Institution, May 2020), www.brookings.edu/research/playing-with-fire/.

		4. David Barboza, Marc Santora, and Alexandra Stevenson, “China Seeks Influence in Europe, One Business Deal at a Time,” New York Times, August 12, 2018, www.nytimes.com/2018/08/12/business/china-influence-europe-czech-republic.html.

		5. Emilian Kavalski, “China’s ‘16+1’ Is Dead, Long Live the ‘17+1,’ ” The Diplomat, March 29, 2019, https://thediplomat.com/2019/03/chinas-161-is-dead-long-live-the-171/.

		6. Andrew Small, “Why Europe Is Getting Tough on China,” Foreign Affairs, April 3, 2019, www.foreignaffairs.com/articles/china/2019-04-03/why-europe-getting-tough-china.

		7. “ ‘Made in China 2025’ Plan Issued,” State Council, People’s Republic of China, May 19, 2015, http://english.www.gov.cn/policies/latest_releases/2015/05/19/content_281475110703534.htm.

		8. Liza Lin, “China’s Trillion Dollar Campaign Fuels a Tech Race with the U.S.,” Wall Street Journal, June 11, 2020, www.wsj.com/articles/chinas-trillion-dollar-campaign-fuels-a-tech-race-with-the-u-s-11591892854.

		9. “China Manufacturing 2025: Putting Industrial Policy Ahead of Market Forces” (Beijing: European Union Chamber of Commerce in China, 2017), http://docs.dpaq.de/12007-european_chamber_cm2025-en.pdf.

		10. “Partner and Systemic Competitor—How Do We Deal with China’s State-Controlled Economy?” (Berlin: Federation of German Industries, January 2019), www.wita.org/wp-content/uploads/2019/01/201901_Policy_Paper_BDI_China.pdf.

		11. Alicja Bachulska and Richard Turcsanyi, “Behind the Huawei Backlash in Poland and the Czech Republic,” The Diplomat, February 6, 2019, https://thediplomat.com/2019/02/behind-the-huawei-backlash-in-poland-and-the-czech-republic/.

		12. Nick Cumming Bruce, “China Rebuked by 22 Nations over Xinjiang Repression,” New York Times, July 10, 2019, www.nytimes.com/2019/07/10/world/asia/china-xinjiang-rights.html.

		13. “EU-China—a Strategic Outlook” (Brussels: European Commission, March 12, 2019), https://ec.europa.eu/commission/publications/eu-china-strategic-outlook-commission-contribution-european-council-21-22-march-2019_en.

		14. Michael Peel, Victor Mallet, and Miles Johnson, “Macron Hails ‘End of Europe Naïveté’ towards China,” Financial Times, March 22, 2019, www.ft.com/content/ec9671ae-4cbb-11e9-bbc9-6917dce3dc62.

		15. John Seaman, “Introduction: China as Partner, Competitor and Rival amid Covid-19,” in Covid-19 in Europe-China Relations: A Country-Level Analysis, ed. John Seaman (Paris: European Think-tank Network on China, April 29, 2020), 7, www.ifri.org/en/publications/publications-ifri/ouvrages-ifri/covid-19-europe-china-relations-country-level-analysis.

		16. Andrew Small, “The Meaning of Systemic Rivalry: Europe and China beyond the Pandemic” (London: European Council on Foreign Relations, May 13, 2020), www.ecfr.eu/publications/summary/the_meaning_of_systemic_rivalry_europe_and_china_beyond_the_pandemic.

		17. John Seaman, “Introduction,” 8.

		18. Ambassade de Chine en France (@AmbassadeChine), Twitter, March 23, 2020, https://twitter.com/AmbassadeChine/status/1242011628608118786; Marc Julienne, “France: Between Healthcare Cooperation and Political Tensions with China amid Covid-19,” in Covid-19 in Europe-China Relations: A Country-Level Analysis, ed. John Seaman (Paris: European Think-tank Network on China, April 29, 2020), 23, www.ifri.org/en/publications/publications-ifri/ouvrages-ifri/covid-19-europe-china-relations-country-level-analysis; Björn Jerdén, “Sweden: Not Quite Friends in Need with China amid the Covid-19 Crisis,” in Covid-19 in Europe-China Relations: A Country-Level Analysis,” ed. John Seaman (Paris: European Think-tank Network on China, April 29, 2020), 69, www.ifri.org/en/publications/publications-ifri/ouvrages-ifri/covid-19-europe-china-relations-country-level-analysis.

		19. Yew Luan Tian, “EU Envoy Says Removal of Phrase in Op-ed in China Newspaper ‘Regrettable,’ ” Reuters, May 7, 2020, www.reuters.com/article/us-health-coronavirus-china-eu/eu-envoy-says-removal-of-phrase-in-op-ed-in-china-newspaper-regrettable-idUSKBN22J1G3.

		20. Jennifer Rankin, “EU ‘Watered Down’ Report on Chinese Disinformation on COVID-19,” The Guardian, April 27, 2020, www.theguardian.com/world/2020/apr/27/eu-watered-down-report-on-chinese-disinformation-about-covid-19.

		21. Norbert Röttgen (@n_roettgen), Twitter, May 7, 2020, https://twitter.com/n_roettgen/status/1258313682842537984?lang=en.

		22. Louise Guillot, “Europe Has Been ‘Naïve’ about China Says Josep Borrell,” Politico, May 3, 2020, www.politico.eu/article/europe-has-been-naive-about-china-josep-borrell/.

		23. Laurens Cerulus, “UK Undergoing Mindset Change toward Beijing Says Leading MP,” Politico, May 6, 2020, www.politico.eu/article/uk-undergoing-mindset-change-toward-beijing-says-tobias-ellwood/.

		24. Valentina Pop, “EU Moves to Shrink Chinese, U.S. Influence in Its Economy,” Wall Street Journal, June 17, 2020, www.wsj.com/articles/eu-moves-to-shrink-chinese-u-s-influence-in-its-economy-11592393124.

		25. Jake Sullivan, Twitter, December 21 2020, https://twitter.com/jakejsullivan/status/1341180109118726144

		26. John Bolton, The Room Where It Happened (New York: Simon and Schuster, 2020), p 70.

		

	
		SECTION 4

		 

		TECHNOLOGY

		 

		China Aspires to Global Technology Leadership. Can It Achieve Its Ambitions? What Would the Impacts Be at Home and Abroad?

		

	
		15

		 

		Preparing the United States for the Superpower Marathon with China

		 

		MICHAEL BROWN

		ERIC CHEWNING

		PAVNEET SINGH

		 

		Today, the United States is in a superpower marathon with China—an economic and technology race likely to last multiple generations for which we are not fully prepared. If we are to prevail, we must compete with rather than contain China. While this competition has many geopolitical dimensions—including military, diplomatic, and ideological ones—the crux of the competition is geoeconomic. We focus here on the foundation of that economic competition—technology and innovation—which has significant implications for future military advantage and, ultimately, for commercial prosperity.

		 

		SIMILARITIES WITH THE COLD WAR

		 

		The similarities with the Cold War are why many reach for this historical analogy as this competition with China is the national security threat of our generation. With President Xi Jinping’s launch of the Belt and Road Initiative in 2013, the competition became global in terms of political influence, investments, and trade. This is also an ideological conflict since the Chinese Communist Party (CCP) does not value individual freedom and views the rule of law as well as freedoms of speech and press as existential threats.¹ And, just as in the Cold War, there is a propaganda war being waged by China to make the world safe for authoritarianism and highlight what makes the Chinese model great.

		In the space race, political and economic commitment to developing advanced technology determined the winner. Similarly, there will be large spillover effects to the economy as technology creates new industries and future economic prosperity. Investment in science and basic research enabled the United States to lead the world economically and militarily for decades by building on technology from the Cold War, such as the internet, space-based communications and geolocation, semiconductors, software, and computer processing. The culmination of these technologies—command-and-control capability through GPS (the Global Positioning System), encrypted communications and battlefield domain surveillance, night vision, stealth, and precision-guided munitions—provided the U.S. military overmatch for a generation. In winning the geoeconomic battle, the West also won the military competition.

		 

		NOT A NEW COLD WAR

		 

		There are five key differences, however, that make the Cold War and containment a poor analogy and prescription for a twenty-first century Sino-American competition.

		 

		China’s Economic Scale

		 

		The Soviet Union at its peak was never more than 57 percent of the U.S. economy, with some experts calculating numbers as low as 43 percent.² Contrast that with China’s economic growth from a tenth of the U.S. economy in the 1970s to the world’s second-largest economy. By purchasing power parity, China is already 25 percent larger than the United States.³

		 

		China’s Integration in the Global Economy

		 

		In the Soviet Union, trade was not a major factor in its relatively closed economy.⁴ Compare that with China, with “more than 1 million Chinese nationals working overseas, 140 million Chinese traveling abroad every year, some 40,000 Chinese enterprises around the globe, and overseas property and investment of $7 trillion.”⁵ The degree of economic integration is a key reason why a containment strategy is futile.

		 

		China’s Desire and Ability to Manipulate Global Institutions

		 

		Xi has called for his nation to “lead the reform of the global governance system.”⁶ By creating new international institutions like the Asian Infrastructure Investment Bank and New Development Bank as well as expanding its influence in existing international organizations, Beijing is proving very adept at shaping the multilateral system to suit its desired outcomes. Through its China Standards 2035 project, Beijing aims to control the global standards–setting bodies to ensure that its information technology and telecommunications standards are favored.⁷

		 

		China’s Embrace of Civil and Military Technology Fusion

		 

		By actively promoting the fusion of its military, civilian industrial, science, and technology sectors, Beijing’s military-civil fusion strategy strives to build the country into an economic, technological, and military superpower while ensuring that overall control remains firmly in the hands of the CCP.

		 

		Insufficient Consensus among Western Allies

		 

		Unlike during the Cold War, there is insufficient consensus among Western allies on how to respond to China. America’s political leadership now agrees that past policies with China have not worked and a more aggressive posture is necessary. While a broad-based, bipartisan coalition to better prepare ourselves for the competition with China has emerged, it is unclear if this will hold for multiple administrations in the same way that containment endured as the dominant U.S. grand strategy during the Cold War. Furthermore, many of America’s traditional allies have thus far been reticent to publicly challenge China where economic issues are concerned.

		 

		CHINA TRANSFORMING TO FUEL ITS ECONOMY

		 

		China aims to surpass the United States, with a singular focus on technology leadership in transforming its economy. Most members of the Politburo are scientists and engineers who highly value the role that science can play in building a productive society and prosperous economy. In fact, China is executing a multidecade plan to transfer technology to increase the size and value-add of its economy.⁸

		Beijing has directed academia, business, and the government to collaborate on sixteen “major special projects”⁹ that are akin in size and scope to the Manhattan Project; the aim of these endeavors is grand-scale technology innovations in quantum communications, next-generation broadband wireless mobile communications (5G), bioinformatics, high-resolution Earth observation, and manned space flight.

		China’s economic nationalism is supported by all elements of state power. Specifically, China employs many mercantilist tools to overwhelming advantage in its trading relationships, including currency manipulation, dumping, limiting market access to foreign firms, forcing joint ventures to capture foreign firms’ intellectual property, and providing state subsidies of land and capital.¹⁰

		Additionally, guided by industrial policy, China invests in future-oriented economic activity, which is technology intensive. China details plans for increasing technological progress and import substitution, which, if successful, will transfer global market leadership to China in many markets, such as semiconductors, computer hardware and software, networking and communications, automobiles, and genetic engineering. The benefits of this industrial policy are most notable in the successful national champion firms, such as Baidu, Huawei, and Alibaba, which build large economies of scale before competing globally.

		 

		PREPARE FOR A SUPERPOWER MARATHON

		 

		We must envision a new paradigm for a multigeneration competition. U.S. strategy should be designed to improve U.S. competitiveness no matter what the future brings for China, and we should anticipate a long-term coexistence with China rather than a definitive conclusion as we had with the Cold War.¹¹ Technology—and especially commercial technology—will almost certainly play a more important role in fueling economic competition than in the Cold War.

		 

		Is the U.S. Government Ready to Compete?

		 

		When the U.S. government has unity of purpose, the combination of military, economic, and scientific tools at its disposal ensure military and economic preeminence. During the Cold War, the U.S. government fostered an unparalleled scientific enterprise that aspired to moonshots and breakthroughs at national laboratories and universities. The private sector then commercialized many of these technologies, creating a virtuous cycle of innovation for both national and economic security.

		Tomorrow’s battle space will involve asymmetric technologies designed to neutralize U.S. advantages. Many are dual-use technologies.¹² Therefore the Department of Defense (DOD) faces a modernization challenge of the highest order: simultaneously modernizing existing platforms, such as the nuclear triad, while also changing the force composition by investing in technologies such as artificial intelligence (AI), space, cyber, and small drones. Fortunately, Congress and the DOD are aligned in creating new methods of acquisition, such as a fast lane (Outlined in Section 804 of the Fiscal Year 2016 National Defense Authorization Act) and Other Transaction Authority (OTA), which allow for rapid prototyping. Additionally, the Pentagon established the Defense Innovation Unit to accelerate adoption of commercial technology into the military and broaden the base of military suppliers to include companies with leading-edge technology. Similarly, U.S. Army Futures Command and U.S. Air Force Ventures are adopting commercial technology more rapidly. However, in total, these innovation activities influence only 1 or 2 percent of Pentagon procurement, which is insufficient to motivate investors or entrepreneurs to design with defense needs in mind.

		 

		Is Academia Ready to Compete?

		 

		It was through our world-class university system that the wellspring of ideas, experimentation, and talent played a signature role in ending World War II and buttressed the space program in the 1960s. Today, there is a decline in STEM (science, technology, engineering, and mathematics) graduates, whereas China now graduates six to eight times the number of STEM students that the United States does. University programs are financially strained and must seek higher-paying foreign students—often Chinese nationals—to fill the ranks. But the U.S. immigration system does not allow these students to stay in the United States after graduating. For similar financial reasons, universities are exploring partnerships with foreign sources of funding, often Chinese.

		 

		Is the Private Sector Ready to Compete?

		 

		Given the importance of commercial technology to the competition, the United States needs a private sector ready to join the U.S. government and allies in ensuring industrial capacity in critical sectors. But an even larger challenge for the private sector is shifting the balance from short-term profits to long-term capability development. Since the shareholder revolution of the 1980s, companies increasingly focus on return on capital at the expense of long-term R&D and technology development. With the increase in institutional ownership of companies, capital markets reinforce efficiency of capital in stock price performance.¹³

		The CCP has a contrasting view focused on technology development for the long term. China’s national science and technology plans mean hundreds of billions of dollars are invested to shift leadership in technology industries from semiconductors to satellites away from the West and toward China. In fact, this is the end-state of Made in China 2025.

		In recent years, the growth of activist investors amplified the focus on near-term shareholder returns as their business models rely on improved returns. Corporations have become increasingly short-term oriented as CEOs must focus on quarterly earnings as a key metric, in part to avoid takeover or activist interest. We institutionalized our focus on short-term profits and capital efficiency rather than balancing these goals with research investments for long-term capability development.

		Another response to the drive for higher returns is the erosion of U.S. manufacturing through offshoring and outsourcing to lower-cost geographies. One little understood consequence has been that as manufacturing expertise moves offshore, so do design skills and design-for-manufacturability expertise.

		Two more trends accelerated U.S. manufacturing erosion: first, globalization moving manufacturing assets and jobs offshore and, second, the U.S. tax code, which until 2017 provided a potential 40 percent improvement in after-tax earnings for U.S. business income sheltered offshore.

		Still another response to boosting financial returns was shedding hardware businesses, leaving just software and services firms. Entire ecosystems of suppliers moved offshore such that the United States does not, for example, build printed circuit boards or flex circuits—integral components of all electronic devices—in any volume, nor does it package or fabricate semiconductor wafers at global scale. From a national security standpoint, this is acceptable as long as the United States has access among our allies. However, since we rely on China in so many instances, we have inadvertently created a glaring national security risk.

		Finally, an additional response to boosting financial returns is the corporate share buyback—companies using their cash balances or even borrowing to repurchase shares to boost earnings per share. In the last decade alone, $3.8 trillion has been spent on share buybacks.¹⁴

		The culmination of these trends resulted in “the destruction of America’s once vibrant military and commercial industrial capacity in many sectors [that] has become the single biggest unacknowledged threat to our national security.”¹⁵ As a glaring example, Americans are reminded as the COVID-19 crisis unfolds that 80 percent of the ingredients to make our medicines and 97 percent of our antibiotics come from China.¹⁶ Bottom line, to be an effective competitor with a country that has a long-term plan—fifty years instead of a few quarters—and values strategic technology advantage more than financial returns, we need a longer-term focus in our capital markets and corporations that rewards R&D and risk taking in technology development.

		 

		HOW IS THE UNITED STATES FARING IN THE TECHNOLOGY COMPETITION?

		 

		China already leads the United States in the deployment of hypersonics, small drones, quantum communications, 5G, facial recognition software, e-commerce and mobile payments, electric vehicles, clean power technology, high-speed rail, and the world’s largest database of genetic engineering data. China challenges U.S. technology leads in AI, genetic engineering, quantum computing, and quantum sensors. China’s goals are clear—in Xi’s words, “catch up and surpass” the United States.¹⁷

		 

		RECOMMENDATIONS FOR COMPETING IN A SUPERPOWER MARATHON

		 

		While we are not fully prepared today in government, the private sector, or academia to compete, some critical work has already begun. America’s guiding national security documents, the National Security Strategy and the National Defense Strategy, clearly signal a shift toward great power competition with China. The Department of Defense is developing new warfighting concepts and plans, making modernization investments in new technologies such as hypersonics, AI, and quantum a budget priority, and aggressively reforming its acquisition process to better leverage commercial sector innovations. Bipartisan support in Congress funded the largest R&D investment in DOD’s history, passed legislation to modernize CFIUS to counter investment-driven technology transfer, and created the Space Force, a new military service whose raison d’être is winning the military competition in space. The U.S. Trade Representative (USTR) documented examples of Chinese intellectual property theft and initiated aggressive trade actions. The Department of Justice, through its China Initiative, has made prosecuting Chinese corporate espionage a prime concern, and the State Department is waging a global campaign to counter China’s influence. Illustrating the level of bipartisan support, at the 2020 Munich Security Conference, both Trump administration Cabinet officials and Speaker of the House Nancy Pelosi pressed NATO allies on Huawei’s presence in Europe’s 5G infrastructure.

		While all of this is necessary, it is not sufficient to catch up in a marathon that has already begun. Our next steps should focus on the following four areas: bolstering investment in basic R&D, investing in human capital in STEM fields, develop and build an integrated economic statecraft strategy, and focus on the long term in business and capital markets.

		 

		Bolster Federal Investment in Basic R&D

		 

		Most important of all these recommendations, the United States must recommit to excellence in science and basic research to develop new technologies, particularly in AI, quantum, genetic engineering, autonomous systems, cyber, and space. These technologies are key to the superpower marathon, and we cannot lose momentum in any of them. In recent years, federally funded R&D declined to 0.7 percent of GDP, down from 2 percent at the height of the Cold War. To stimulate business R&D, we need incentives and tax policies to reinforce long-term commitments to R&D to support emerging hardware businesses and a manufacturing renaissance. Increases in the federal R&D tax credit would likely stimulate corporate research budgets.¹⁸ Together, we should aspire to create many “moonshots” in the technologies critical to this superpower marathon, bringing government, business, and academia together toward common goals of national purpose.

		 

		Attract, Develop, and Retain Human Capital in STEM Fields

		 

		Along with the increases in federally funded research and moonshots, we need a generational commitment to STEM education. We should provide financial incentives to study STEM fields, such as government internships that lead to employment offers, partial student loan debt forgiveness for study in STEM fields, and corporate tax credits to hire more engineers.

		Additionally, we want to encourage the best foreign talent in the world to come to the United States to study but also ensure a clear path to green cards and citizenship so those we educate—especially in STEM fields—remain to contribute to our economy

		 

		Develop an Integrated Economic Statecraft Strategy and Build the Institutional Capacity to Execute It

		 

		The political-military tools the U.S. government employs to address geopolitical concerns are largely concentrated in the Departments of Defense and State. By contrast, the authorities associated with the use of geoeconomic instruments are diffused across the federal government and the private sector. The first step in integrating these perspectives is the development of a whole-of-government strategy for economic statecraft. The core aim of this strategy is growing a vibrant U.S. economy with the free flow of capital, talent, and ideas among allies in the context of a coherent plan for competing with China.

		 

		Focus on the Long Term in Businesses and Our Capital Markets

		 

		Perhaps most difficult among these recommendations, we need to shift our thinking to a longer time horizon in businesses and in our capital markets. Reforms must be jointly agreed to by corporate management and institutional investors, which own the majority of total equity. First, the investment horizon and corresponding benchmark metrics must move away from a quarter or a year to a longer timeframe, such as a decade. Second, we should encourage long-term engagement from owners as well as longer holding periods of stocks.¹⁹ From a policy perspective, this could be supported by tax incentives to hold equity positions longer and disincentives for momentum trading, which encourages turnover. Third, we should discourage financial engineering that does not create long-term value.

		 

		COMPETING FOR THE FUTURE

		 

		While China faces significant problems of its own in the coming years its authoritarian system also brings beneficial dimensions: stability and decisiveness of political direction, long-term planning horizons, and the coordination of government, commercial, and military sectors to achieve national aims. Given China’s growing economy, investment in science and technology, and coercive power over its people, the winner of this superpower marathon is by no means certain. The stakes, however, are paramount given China’s ideological differences and technology capability fueling an economy that is on a path to eclipse our own. As a result, we must strengthen our resolve and discipline in improving our competitiveness, benefiting from one of the only issues to enjoy strong bipartisan support among policymakers and legislators in Congress. We must prepare now for this superpower marathon or resign ourselves to becoming a second-rate power while the world looks up to a new global leader with strikingly different values and views.

		

		The views reflected in this chapter are the personal views of the authors and not necessarily the views of the Department of Defense or of the United States government.
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		Navigating the U.S.-China 5G Competition

		 

		NICOL TURNER LEE

		 

		The United States and China are in a race to deploy fifth-generation (5G) wireless networks, and the country that dominates will lead in setting technical standards, filing patents, and building global supply chains. Some analysts have argued that the Chinese government appears to be on a sprint in the race to achieve this goal, largely due to its ability to quickly relax regulatory burdens imposed on state-run telecom companies.¹ U.S. government leaders and the private sector seem to be more on a marathon to network deployment, especially as they have more to do to cut the red tape of local and regional government bureaucracies, update restrictive and outdated regulations, and make more spectrum available for commercial use. The United States faces another challenge, which is the lack of current U.S. commercial competition to Chinese equipment suppliers in the development of 5G networks.

		While both countries may ultimately deploy large-scale 5G networks at the same time, how they internally manage their respective spectrum policies, network deployment costs, and expectations around the anticipated 5G revenue models will ultimately position their global leadership. U.S. leaders must organize around a strategic and coordinated call to action for faster and improved access to infrastructure assets, as well as more reasonable expectations of the global supply chain to compete with the Chinese government.

		This chapter argues that the positioning of 5G global competitiveness in the United States entails more flexible, robust, and timely spectrum policies; scalable replacement alternatives to Chinese 5G equipment; and long-term planning, inclusive of increased research and development (R&D) spending. Taken together, these actions will, at minimum, help the United States maintain global leadership in mobile markets.

		 

		SETTING THE 5G STAGE

		 

		Compared to 4G Long-Term Evolution (LTE), 5G mobile networks are expected to have peak download speeds as high as 20 gigabits per second and lower latency that will enable specialized and precise functions, including the Internet of Things, remote medicine, connected cars, as well as augmented and virtual realities (AR/VR). A recent World Economic Forum report concluded that 5G networks will contribute $13.2 trillion in economic value globally and generate 22.3 million jobs from direct network investments and residual services.² In the United States alone, 5G networks and their related applications are expected to add 3 million jobs and $1.2 trillion to the economy.³

		China has assessed the economic potential of its own 5G networks, reporting more than 200 million subscribers before the full deployment of the technology and upward of 3 million jobs over a five-year period.⁴ Chinese hardware manufacturers and software companies also predict generous earnings from a 5G-enabled economy.⁵ However, the Chinese government’s goals may be tempered by the federal bans being imposed on Huawei and ZTE by the previous administration of President Donald J. Trump amid accusations related to trade secrets and possible espionage.⁶ The Trump White House also demanded similar alignment from allies, like the United Kingdom and Germany, who continue to do business with Chinese telecom companies. Despite such backlash, Huawei and ZTE continue to be global, low-cost alternatives for 5G equipment.⁷ China’s 5G aspirations are also part of the government’s overall Belt and Road Initiative, which is a strategy to increase its global power.⁸

		Compared to the involvement of the Chinese government, the U.S. private sector has largely driven the capital investments in national mobile infrastructure, with companies successfully lobbying Congress for more spectrum (the airwaves needed for 5G networks) and timely elimination of barriers to network build-outs. In 2019, the Federal Communications Commission (FCC) launched the 5G FAST Plan to deliver a range of spectrum assets, update existing infrastructure policies, and modernize outdated regulations that impact 5G delivery.⁹ Additional initiatives have followed, including a $9 billion rural 5G fund, to expand services nationwide in 2020.¹⁰

		A critical component of 5G networks is its unique architecture of both macro- and small-cell base stations with edge computing capabilities that require thousands of large cell towers and tens of thousands of small-cell antennae be deployed in local communities and cities. The Chinese government has exercised authority around the placement of these assets via mandates. Recently, the United States has sped up its siting and permitting processes, which are often slowed down by state or municipal laws. The federal government has also adopted blanket preemption of local and state laws or offered municipal redress on a case-by-case basis to maintain urgency around approvals of 5G small cells.¹¹

		Less than 10 years ago, the United States dominated the 4G LTE marketplace after falling behind in 3G to European adoption. The widely adopted “sharing economy” enabled by 4G LTE cultivated a range of new companies, including Lyft, Uber, Airbnb, and cloud-based services. However, what the future holds under 5G in terms of the next “killer apps” is largely unknown, except for the technology’s known support of the latest innovations in artificial intelligence (AI) systems, AR/VR, and autonomous vehicles.

		For the United States to maintain global leadership, stakeholders must find consensus around spectrum management, network supply chain, and plans for anticipated innovations. Each component is discussed below.

		 

		SPECTRUM

		 

		Electromagnetic spectrum is one of the key ingredients of advanced wireless networks and is a highly valued asset as the demands from mobile users increase. In the early stages of 5G development, the Chinese government opted to rely on low- and mid-band spectrum for its networks. Low-band spectrum, which travels in the 600 megahertz (MHz), 800 MHz, and 900 MHz bands, can cover longer distances, penetrate through walls of buildings, and provide superior coverage over large geographic areas. Mid-band spectrum, which is in the 2.5 gigahertz (GHz) and 3.5 GHz range, provides more balanced coverage and capacity due to its ability to cover a several-mile radius with 5G, despite needing more cell sites than lower-tiered spectrum bands.

		The Chinese government looked mainly to sub-6 mid-band spectrum over higher frequencies, like mmWave, which travels between the 24 GHz and 300 GHz bands. As a result of this decision, Chinese telecom companies, including China Mobile, China Telecom, and China Unicom, have long been experimenting in the low- to mid-band ranges as they develop a suite of 5G products and services. The Chinese government also cleared “C-Band” spectrum around the same time, which at 3.7 GHz to 4.2 GHz brings even more geographic 5G coverage to its state-owned telecom companies. Compared to mmWave, which cannot travel long distances or through the walls of buildings, C-band supports high-capacity broadband and enables advanced applications like AR and VR, without the line-of-sight challenges.

		On the other hand, U.S. companies started with reliance on mmWave, or higher-frequency spectrum. Both AT&T and Verizon, which focused their initial 5G deployments in this band, cite its viability when in use at stadiums and for localized private networks. However, mmWave’s technical limitations make it less useful over wider coverage areas, especially in rural areas.

		More recently, U.S. telecom companies have sought to deploy a mix of low-, mid-, and high-band spectrum to facilitate 5G service, a strategy already enacted by the Chinese government.¹² For example, Sprint, which was acquired by T-Mobile, launched its early 5G service using mid-band, and the company’s acquisition will add their low-band tiers to the new wireless company’s 5G service, which will cover more rural and remote areas.

		The moral of the story here is that early U.S. decisions on spectrum have created some fragmentation between the private sector and the federal government in the requests for more commercial spectrum.¹³ For example, the FCC was lauded in 2020 by the majority of wireless carriers for the release and auction of C-band assets, though this was long after the Chinese government’s deployments and risks legal challenges from the satellite companies who primarily license this band for delivering television programming to most U.S. households.¹⁴

		Congress has also been slow to repurpose government spectrum for commercial 5G use. For example, legislators introduced the Mobile Now Act, which was written to reduce the red tape associated with the procurement of gigabit wireless services like 5G. It took two years for it to be adopted.¹⁵ The bill was reintroduced in 2017 after being presented in 2016. The Senate adopted the legislation as part of the Repack Airwaves Yielding Better Access for Users of Modern Services Act of 2018.¹⁶

		 

		GLOBAL SUPPLY CHAIN

		 

		Since 1987, Chinese equipment supplier Huawei has grown to be a leader in information and communication technologies and most recently in 5G equipment and services. Despite the U.S. ban of Huawei in federal deployments as part of the 2019 National Defense Authorization Act and threats to withhold intelligence from countries that use Huawei equipment, few governments have followed suit at this time.¹⁷ In January 2020, the U.K. imposed a partial ban on Huawei products. In July 2020, the country banned all of Huawei from the 5G network products on grounds of cost and the risk management capacity.¹⁸

		There have been similar attacks on Huawei by the Dutch, who pushed Huawei products out of the Netherlands’ 5G core network to avert any potential threats of espionage.¹⁹ In January 2020, the European Union also proposed a risk-based model for partner countries to provide a security baseline for 5G networks but stopped short of a complete ban on equipment and software.²⁰ On some level, network interdependence and reasonable cost concerns of other countries have staved off the United States’ call for full bans.

		African countries are perhaps more challenged to initiate any type of withholding in their mobile infrastructure. Africa has also long negotiated bilateral trade relationships with China through the Belt and Road Initiative and, without wireless access, would regress in its own digital advancements. In 2017, smartphone connections in Africa were at 250 million and are expected to be at 440 million by 2025.²¹

		However, the public bullying by the Trump administration on the use of Huawei and ZTE products may potentially backfire for the United States without coordination with other countries or competitors, such as Nokia or Ericsson, who make up the global 5G supply chain.²² Further, a complete ban on Chinese equipment makers from U.S. systems could also impose future global network dependency issues, which could impact user experiences of a more global internet.

		While it could be perceived that the Trump administration’s action to ban Chinese telecom providers would not generate similar results as Japan’s somewhat closed-off mobile markets, the United States could box itself out of mainstreamed global expansion. In November 2019, before the United States officially added Huawei to the Department of Commerce’s Bureau of Industry and Security List, about 290 American companies requested exemptions from the adopted ban of the company’s equipment from domestic networks.²³ U.S. trade associations like CTIA, which represents a range of incumbent mobile providers, have generally supported the Huawei ban, but urge the federal government to present compelling evidence on data security concerns.²⁴

		 

		INNOVATION

		 

		What is clear to many is that the United States will maintain its dominance over innovation, particularly in the applications and software enabled by these advanced mobile networks, despite China’s slight lead on commercial spectrum availability and equipment.²⁵ Each generation of mobile technology has enabled a new suite of functional innovations for users and the economy.²⁶ Mobile voice communications eventually took on mobile messaging, or short message services, with the introduction of 2G. Smartphone technologies, high-definition video, and other robust multimedia applications were made possible through 3G and 4G.

		The promise of 5G’s faster data transmission speeds, lower latency, and wider coverage areas (depending on the spectrum band) will encompass virtual and augmented realities, autonomous vehicles, and other AI systems. Combined 5G and existing 4G LTE networks will lead to a more robust digital sharing and networking environments able to accommodate applications where these mobile attributes matter.

		Under the leadership of President Xi Jinping, the Chinese government has made a recent attempt to upgrade their industrial strength as part of the Made in China 2025 strategic plan, which is targeting resources and political prowess toward “innovation-driven development.” While some have argued that this initiative is unsettling against the former administration’s Make America Great Again economic aspirations, China is positioning itself to become a competitor in the high-tech industries, including AI. According to a report issued by the Carnegie Endowment for International Peace, “China has eclipsed the U.S. as the world’s largest overall (public and private) R&D investor.”²⁷ However, some analysts are finding that these large tech investments are not automatically translating into success for Chinese companies. Last year, the Los Angeles Times reported that newly launched companies in the self-driving cars business, like Baidu, Inc., Pony.ai, and Tencent, are early in their implementation of this new technology,²⁸ whereas U.S. companies, including Alphabet Inc.’s Waymo, General Motors, and Tesla, have been at this since 2014, working on road tests, integrated technology systems, and increased research and development.²⁹

		What is important here is that attempts by the Chinese government to outspend the United States (and potentially the rest of the world) in digital platforms and services will largely come from its own consumers and businesses in the tech sector. There is also the possibility that Chinese officials will export their own technology to specific countries, creating a split digital ecosystem worldwide. Without forward-thinking leadership and some cooperation with the Chinese government, the United States and the private sector might miss out on a greater market share within the innovation economy, especially without some interoperability between next-generation global networks.

		 

		CONCLUSION

		 

		The mobile services that consumers are highly dependent on today are due to American ingenuity that ultimately contributed to a host of new businesses, expanded enterprises, applications, and consumer engagements. The worldwide deployment of 5G will lead the scope and direction of new applications and services, ushering in a period of catch-up for other countries. These and other issues should be of great importance to President Joe Biden and his administration.

		But as the 5G marketplace quickly matures, the United States has lost some time in its attention to a range of regulatory and legislative directives that, at times, have constrained activities. If the country is going to maintain global standing in areas that drive the next wave of mobile innovations—standards, patents, applications, and software—a more coordinated call to action that also involves more strategic spectrum management and attention to the global supply chain will be required. This approach must engage stakeholders at all levels—from the public and private sectors to the most appropriate levels of federal and local governments. Surpassing the Chinese government in 5G will better position the United States for rapid digitization and, if strategically managed, increased competition in domestic and international markets.
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		Managing China’s Rise in Outer Space

		 

		FRANK A. ROSE

		 

		The utilization of outer space helps us warn of natural disasters, facilitate navigation and transportation globally, expand our scientific frontiers, monitor compliance with arms control treaties and agreements, provide global access to financial operations, and scores of other activities worldwide. However, today’s outer space environment is evolving rapidly, presenting the United States and the entire international community with several key challenges to the sustainability, safety, stability, and security of the outer space environment. Some of these challenges include the growth of orbital debris, which represents an ever-increasing threat to both human and robotic space flight, the emergence of mega constellations of small satellites, and the development and deployment of anti-satellite (ASAT) capabilities.

		China’s increasing activities in outer space lie at the heart of these challenges. Over the past several decades, China has rapidly expanded its presence in outer space in both the civil and military arenas. As a January 2019 report by the U.S. Defense Intelligence Agency noted, “China has devoted significant economic and political resources to growing all aspects of its space program, from improving military space applications to developing human spaceflight and lunar exploration programs.”¹ This chapter discusses the key challenges facing the outer space environment; provides an overview of Chinese civil and military space programs; and shares pragmatic recommendations on how the United States can effectively manage China’s rise in outer space.

		 

		CHALLENGES TO THE OUTER SPACE ENVIRONMENT

		 

		The Growth of Orbital Debris

		Decades of space activity have littered Earth’s orbit with defunct satellites and pieces of orbital debris. As activities in outer space continue to grow, the chances of a collision increase. The United States is currently tracking approximately 26,000 pieces of orbital debris 10 centimeters or larger in various Earth orbits. Approximately 2,218 of these objects are active satellites.² Other objects in orbit include spent rocket bodies, inactive satellites, a wrench, and even a toothbrush! Additionally, as many as 600,000 pieces of orbital debris smaller than 10 centimeters exist that we currently do not have the capability to track but which could still cause significant damage if a collision occurred. Experts warn that the current quantity and density of humanmade debris significantly increases the odds of future collisions, either as debris damages space systems or as colliding debris creates more space debris.

		Because of the high speeds in which these objects travel in space—17,500 miles per hour—even a submillimeter piece of debris could cause a problem for human or robotic missions. This serious problem is continually growing as more debris is generated by routine operations as well as by accidents and mishaps, such as the 2009 collision between a Russian Cosmos satellite and a commercially operated Iridium satellite. Other debris is a result of deliberate acts, like China’s 2007 destructive test against one of its own satellites. That single test created over 3,000 pieces of debris larger than 10 centimeters that will stay in low Earth orbit for potentially hundreds of years, presenting an ongoing threat to the space systems of all nations, including that of China itself. Over the past several years there have been hundreds of occasions when debris from China’s 2007 ASAT test has come close to their own satellites. Indeed, these two events alone are responsible for approximately one-third of all the debris in low Earth orbit. Figure 17-1 illustrates the dramatic growth in the amount of orbital debris since the dawn of the Space Age in 1957.

		The United States has been working to address the orbital debris challenge in several ways. First and foremost, it is improving space situation awareness capabilities, which allow us to track, characterize, and catalog objects in outer space. This mission is currently performed by the U.S. Department of Defense through the U.S. Air Force’s 18th Space Control Squadron, based at Vandenberg Air Force Base in California.³ The 18th Space Control Squadron currently publishes a catalog of space objects and warns global space operators, including foreign governments and commercial operators, of potential collisions free of charge.⁴ However, at some point in the future, this mission will transfer to a civilian agency to allow the Pentagon to focus more on its traditional warfighting mission.

		 

		Figure 17-1. Growth of Orbital Debris, 1957–2015
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		Source: National Aeronautics and Space Administration, Jer-Chyi Liou, “Orbital Challenges for Space Operations,” presentation, ICAO/UNOOSA Symposium, Abu Dhabi, March 15–17, 2016, https://ntrs.nasa.gov/archive/nasa/casi.ntrs.nasa.gov/20160002047.pdf.

		 

		Over the last several decades, the United States has also worked within several international forums like the Interagency Debris Coordination Committee, which consists of representatives from the world’s major space agencies, and the United Nations Committee on the Peaceful Uses of Outer Space (UNCOPUOS), to develop international guidelines to improve the safety and sustainability of the outer space environment. Since 2007 these groups have developed and approved several important agreements, such as the U.N. Debris Mitigation Guidelines (2007) and the UNCOPUOS Long-Term Sustainability Guidelines (2016 and 2019), designed to address the orbital debris challenge.

		According to data from Space-Track.Org,⁵ the United States and Russia are responsible for the largest number of objects in Earth orbit, which includes active satellites, spent rocket bodies, and orbital debris. This is primarily due to their long history of outer space operations dating back to the 1950s. However, China is quickly catching up and is now the country with the third-largest number of objects in orbit. Some of these objects are satellites and spent rocket bodies, but the majority is debris from China’s 2007 ASAT test. And as Chinese activities in outer space continue to grow, the number of its objects in space are almost certain to increase, making it critical that we find a way to constructively engage China on orbital debris.

		 

		Mega Constellations of Small Satellites

		 

		The second key challenge facing the outer space environment is the development of “mega constellations” of small satellites. According to press reports, several U.S. and European entities have plans to launch mega constellations in the coming years. The Federal Communications Commission (FCC) approved a request by SpaceX to construct, deploy, and operate a new very low Earth orbit constellation of more than 12,000 Starlink satellites using V-band frequencies.⁶ These satellites will be used to improve broadband communications globally. And SpaceX has asked the FCC to approve an additional 30,000 satellites, resulting in a total of 42,000.⁷ Other companies, such as OneWeb, have begun to deploy similar constellations, though not as large as Starlink.⁸ While these mega constellations will improve space-based capabilities, they will also contribute significantly to the congestion of low Earth orbit.

		But U.S. and European entities aren’t the only ones who are developing mega constellations: several Chinese entities are also developing similar systems. For example, in December 2018, Aerospace Dongfanhong, a Chinese state-owned satellite manufacturing company, launched the first demonstration satellite for the Hongyan communications constellation of small satellites.⁹ The Hongyan constellation will ultimately consist of 320 satellites and is expected to be fully operational by 2025.¹⁰ Though this constellation is significantly smaller than the Starlink constellation proposed by SpaceX, it is likely only a matter of time before China’s approach to mega constellations becomes more ambitious, making it imperative that the United States begin a discussion with China on this important issue.

		 

		The Growing Anti-satellite Threat

		 

		A third key challenge to the outer space environment is the growing threat from ASAT weapons. Throughout the Cold War, both the United States and the Soviet Union developed limited numbers of ASAT weapons but never moved forward with large-scale deployment of these weapons given concerns about the damage ASAT weapons could do to the sustainability of the outer space environment.¹¹ With the end of the Cold War, development of ASAT weapons declined significantly, but that changed in 2007 when China conducted a direct assent ASAT test “deliberately hitting and destroying one of its own aging weather satellites at an altitude of 865 kilometers.”¹² Other nations, including India and Russia, are also developing ASAT capabilities.

		What prompted this renewed interest in ASAT capabilities by China and other countries? From this author’s perspective, interest is driven by the increasing importance that space-based systems play in military operations. This applies particularly to military operations conducted by the United States. Potential U.S. adversaries understand that space-based assets are key to the United States’ ability to project power globally. For example, satellites enable the U.S. military to detect and target adversaries, as well as provide command and control for its own forces. Denying the United States access to space-derived data would provide potential adversaries significant military advantage.

		As then U.S. director of national intelligence Daniel Coats noted in testimony before Congress in 2019, the U.S. Intelligence Community assesses that “China and Russia are training and equipping their military space forces and fielding new antisatellite weapons to hold U.S. and allied space services at risk.… Both countries recognize the world’s growing reliance on space and view the capability to attack space services as a part of their broader effort to deter an adversary from or defeat one in combat.”¹³

		 

		CHINESE MILITARY AND CIVIL SPACE PROGRAMS

		 

		China has embarked on a major expansion of its national security space programs. The most concerning of these programs has been its development of a robust set of ASAT capabilities designed to target satellites and disrupt the flow of space-derived information. According to several U.S. government and other open source reports, China is developing and deploying a full spectrum of ASAT capabilities.¹⁴ These include a network of space situational awareness sensors “capable of searching, tracking, and characterizing satellites in all Earth orbits”; electronic warfare capabilities designed to jam satellite transmissions; laser weapons to “disrupt, degrade, or damage satellites and their sensors”; offensive cyber capabilities to target computer networks; sophisticated on-orbit satellite attack capabilities; and ground-based missiles designed to destroy satellites kinetically.¹⁵

		In addition to its ASAT capabilities, China is improving and expanding its other national security space-related capabilities. For example, China possesses a robust constellation of intelligence, reconnaissance, and surveillance satellites that allow it to monitor political and military developments around the world.¹⁶ It is also continuing to expand its BeiDou precision, navigation, and timing system, which is similar to the U.S. Global Positioning System (GPS), and is on track to achieve global coverage with the system later this year.¹⁷ The expansion of BeiDou will likely improve its ability to target precision-guided munitions, and lessen China’s dependence on GPS, which the Chinese government fears the United States might deny access to during a crisis.¹⁸

		China has simultaneously emerged as a major international actor in the civil space arena. For example, last year, China became the first country to land a space probe on the far side of the moon. China’s civil space activities are certain to grow in the coming years. According to a December 2018 report by the National Air and Space Intelligence Center, “China plans to become an international leader in lunar research and exploration with goals to assemble a lunar research station beginning in 2025, perform a crewed Moon landing mission in 2036, and establish a Lunar Research and Development Base around 2050.”¹⁹ China also deployed a rover to Mars in July 2020 and plans to probe asteroids around 2022 and send a mission to Jupiter around 2029.²⁰ It has also deployed several deep space ground stations around the world, including in Argentina,²¹ and is developing its own space station, the Tiangong, which is scheduled to become fully operationally around 2022.

		China’s civil space activities are certainly impressive and present multiple opportunities for collaboration with international partners, including the United States. However, one of the key challenges faced when cooperating with China in more robust civil space cooperation is the fact that the Chinese civil space program, led by the China National Space Administration, is controlled by the Chinese military. As a result, there is a real possibility that any bilateral cooperation could contribute to China’s military space programs.

		 

		RECOMMENDATIONS

		 

		The United States faces a fundamental dilemma as it attempts to effectively manage China’s rise as a major actor in outer space. On the one hand, China’s development of ASAT weapons represents a direct threat to U.S. and allied space systems. On the other hand, it is difficult to see how the United States and the international community will be able to address the key challenges facing the outer space environment—that is, the growth of orbital debris and the rise of mega constellations—without engaging with China. Recognizing this dilemma, what follows are several recommendations that could serve as an outline for a potential U.S. strategy for managing China’s rise in outer space.

		 

		Enhance deterrence and increase resiliency against Chinese ASAT threats. The threat to U.S. and allied satellites from Chinese ASAT weapons is growing. In response, the United States, under both the Obama and Trump administrations, has taken actions to expand deterrence in space and increase the resiliency of U.S. space systems. China and other nations are developing ASAT weapons because they believe that the current vulnerability of satellites is an “asymmetric vulnerability” or “Achilles’ heel” for the United States. Therefore, it is imperative that the United States continue to take the necessary operational and technical actions to close these vulnerabilities.

		 

		Reinvigorate the U.S.-China diplomatic dialogue on outer space issues. While this author largely supports many of the military-focused space security initiatives the Trump administration proposed, such as the creation of U.S. Space Command,²² military solutions alone will not be enough to address the pressing challenges China presents to space security. Bilateral diplomatic engagements with China also need to be part of the strategy. Therefore, it is critical that the United States and China reinvigorate civil and security space dialogues, which have been largely dormant during the Trump administration.

		 

		Develop bilateral and multilateral norms of behavior for outer space. The United States should develop bilateral norms of behavior or confidence-building measures with China, focused on reducing the risks of misperception and miscalculation in outer space. One area where the two countries might work together is on developing mechanisms to further reduce the growth of orbital debris. In addition to developing bilateral norms, the United States should also work to develop multilateral norms. One option could be for the United States to propose some type of ban or limitation on further debris-generating events in outer space.²³

		 

		Identify ways to cooperate with China on pragmatic civil space projects. The United States will need both carrots and sticks if it is to find a way to effectively manage China’s rise in outer space. The prospect of increasing bilateral civil space cooperation is a potential carrot that the United States could deploy. But since the Chinese civil space program is controlled by the military, any cooperation will need to be carefully calibrated to ensure that bilateral cooperation does not contribute to China’s military space programs. Any serious cooperative efforts with China will likely require Congress to modify or remove existing restrictions.

		 

		 

		CONCLUSION

		 

		As the 2017 U.S. National Security Strategy notes,²⁴ the United States has returned to an era of renewed great power competition with Russia and China. But as my Brookings Institution colleague Thomas Wright has argued, “As the United States competes with Russia and China it cannot lose sight of the many areas in which the United States must cooperate with its rivals out of shared interest.… The issue is whether it is possible to cooperate on these problems while competing on others.”²⁵ This is the essential balance that the United States will need to strike regarding outer space: finding a way to work with states like Russia and China on space sustainability and safety issues, while at the same time pushing back on security issues when necessary.
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		Dealing with Global Demand for China’s Surveillance Exports

		 

		SHEENA CHESTNUT GREITENS

		 

		Countries and cities worldwide now employ public security and surveillance technology platforms from the People’s Republic of China (PRC). The drivers of this trend are complex, stemming from the expansion of China’s geopolitical interests, the increasing market power of its technology companies, and conditions in recipient states that make Chinese technology an attractive choice despite security and privacy concerns. Both “push” and “pull” factors contribute to the growing use of Chinese surveillance technology: countries that are strategically important to the PRC are comparatively more likely to adopt it, but so are countries with high crime rates.

		Major questions remain about the implications and advantages that China could derive from these developments, including how dominance in this sector and access to data could shape the contours of strategic competition between China and the United States. Questions also remain about what impact these technologies will have on data privacy/security, human rights, and democracy.¹ There is relatively little correlation between the level of democracy in a country and the likelihood that it will adopt Chinese surveillance technology, but advocates fear that introduction of these technologies will subsequently corrode democratic institutions and civil liberties. While leaders in adopting countries share some concerns about data security, civil liberties, and democracy, many also focus on these platforms’ potential to solve urgent public problems, such as violent crime. Understanding the true impacts of these technologies will be important for crafting effective policy.

		This evidence also suggests that the current one-size-fits-all message from U.S. policymakers about the risks of Chinese technology needs to be differentiated and adapted to each country in which such concerns are raised. These messages need to be paired with nuanced understanding of the priorities and incentives of the officials making adoption decisions—often subnational officials rather than foreign policy or national security experts. The United States must also address Chinese technology companies’ ongoing efforts to shape the global regulatory environment; to do so, policymakers need to articulate and execute a comprehensive strategy to promulgate standards compatible with American values and interests.

		 

		CHARTING EXPORTS OF CHINA’S SURVEILLANCE AND SECURITY PLATFORMS

		 

		Despite a high degree of concern about Chinese surveillance technology, policy discussions in the United States and abroad may have underestimated its spread: think tank reports discuss anywhere from 18 to ~50 countries,² but Huawei reports that it has provided “ ‘Safe City’ solutions” in well over 100 countries.³ Our dataset, based on corporate, government, and media reporting in English, French, Spanish, and Chinese,⁴ shows that Chinese surveillance and public security technology platforms have been adopted in at least 80 countries since 2008, the majority in the last several years. Figures 18-1 and 18-2 show the temporal trend in adoption and geographic location of countries that have adopted these platforms.

		These estimates focus on surveillance technology platforms used specifically for policing and public security, not just on broader surveillance or artificial intelligence exports.⁵ The projects—such as Huawei’s “Safe City” solutions⁶—involve a data integration platform that collects, integrates, and analyzes data from a wide range of sources, from existing government records to facial-recognition-enabled or license-plate-recognition-enabled cameras. The projects are often multilayered, meaning that one company provides the core platform, while others can be involved in inputs or extensions.⁷ Projects sometimes include technical consulting in addition to technology sales. Companies such as Huawei, Hikvision, ZTE, Dahua, and China National Electronics Import and Export Corporation (CEIEC), among others, are common providers.

		 

		Figure 18-1. Growth in Adoption of Chinese Surveillance and Public Security Technology Platforms, 2008–2019
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		Source: Author’s dataset.

		 

		Figure 18-2. Presence of Chinese Surveillance and Public Security Technology Platforms (2008–2019)
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		Source: Author’s dataset.

		 

		The identity of the companies involved has raised concerns in the U.S. foreign policy community. At least some are linked to the PRC defense-industrial complex; CEIEC, for example, is a state-owned enterprise under China Electronics Corporation that concentrates on defense electronics, and was previously sanctioned by the United States for nonproliferation violations.⁸ Others, such as Hikvision and Dahua, have been implicated in and sanctioned for human rights violations in Xinjiang.⁹

		 

		DRIVERS OF CHINA’S GLOBAL EXPORTS: PUSH AND PULL FACTORS

		 

		What is driving the increased global adoption of Chinese surveillance and public security technologies? Critics in the United States and elsewhere tend to see Chinese geopolitical strategy and authoritarian interests at work: a supply-side or “push factor” explanation.¹⁰ One report, for example, emphasizes “[technology exports’] value to Chinese foreign policy and strategy … exporting its information technology is not only about securing important new sources of revenue and data, but also generating greater strategic leverage vis-à-vis the West.”¹¹ Another suggests that PRC government loans subsidize countries’ acquisition of repressive technologies to further Beijing’s foreign policy interests.¹² In this view, global adoption is China-driven, as Beijing pushes their use for its own geopolitical strategic objectives.

		Chinese tech companies and adopters, however, tend to focus on demand or “pull” factors: technology’s capacity to address recipient governance challenges. Huawei’s marketing materials, for example, emphasize their relevance for extremist threats in the Middle East, crime in Latin America, and environmental sustainability in Europe.¹³ Officials whose jurisdictions have pursued such projects also typically emphasize the value of crime control technologies for public safety and inbound investment.¹⁴ Thus, in this view, recipient countries “pull” technology from China to solve local challenges, whether or not their interests overlap with Beijing’s.

		Debate over Huawei’s Safe City projects in the Philippines illustrates how demand for crime-control, Chinese statecraft, and concerns about Chinese technology intersect. Huawei, which already has a major telecommunications presence in the Philippines, significantly expanded its role during Xi Jinping’s state visit in 2018.¹⁵ The visit launched the Safe Philippines Project partnership, established between the Department of the Interior and Local Government (DILG), Huawei, and China International Telecommunication and Construction Corporation, financed primarily by a loan from China Eximbank (19.11 billion Philippine pesos [PHP] of the PHP 20.31 billion project, close to US$400 million). The centerpiece of the project is a 12,000-camera surveillance system with an integrated command and control center for video monitoring, critical communication, and information management/analytics, linking the Philippine National Police, DILG, the national 911 system, and fire/prison agencies. It set a target of 15 percent crime reduction, as well as faster response time, and was scheduled to be a fully operational system by 2022.¹⁶ Philippine legislators subsequently raised concerns about cybersecurity and data privacy, prompting Interior Secretary Eduardo Año to clarify that all data and project management would be handled by Filipinos. This example shows how recipient government interest in reducing crime and Chinese willingness to provide development funding helped to move the platform toward reality, while concerns about security and privacy generated opposition within the Philippine legislature.

		This contestation is not limited to the Indo-Pacific. In Malta, the government established a company to engage in a public-private Safe City Malta partnership with Huawei. Citizens objected to facial recognition, however, and U.S. officials expressed concern that the data “could end up back in Beijing … exploited for authoritarian purposes.” The director subsequently stated that Huawei would not operate or have direct access to equipment, even for technical support, saying that “data will be stored in Malta and will stay in Malta, governed by a security and data retention policy.”¹⁷ Similarly, Huawei’s Safe City project in Belgrade has created contention between the Serbian Ministry of Internal Affairs and civil society watchdogs, who raised concerns about the compatibility of video surveillance with Serbian laws on data protection/privacy.¹⁸

		What this suggests is that both China-centered push factors and recipient-centered demand factors matter. Countries with high crime rates are comparatively more likely to adopt these technologies—but so are countries that are strategically important to the PRC.¹⁹ Moreover, a country’s level of democracy or freedom is not particularly strongly correlated with the likelihood of platform adoption: Safe City-type projects have appeared in free/democratic countries like France and Germany, “partly free”/anocratic countries like Uganda and Pakistan, and unfree authoritarian states like Laos and Saudi Arabia.²⁰

		 

		CHALLENGES FOR U.S. AND INTERNATIONAL POLICY

		 

		Concerns for U.S. foreign policy can be grouped into three clusters: data security and privacy; technology’s role in U.S.-China strategic competition; and facilitation of authoritarian backsliding or human rights infringement.

		The first concern centers on whether Chinese dominance of the global surveillance technology industry could create vulnerabilities among U.S. allies and other countries in terms of privacy, data protection, and other cybersecurity risks. Trump administration officials asserted that Huawei can covertly access mobile communications through “back doors” for law enforcement; and that these access points weren’t disclosed to local customers or “host nation national-security agencies.”²¹ Huawei has rejected these allegations; some recipient countries claim that data are managed by their own nationals and stored locally—but there is no systematic, publicly available information on how common it is to include such measures in the project agreements. Should a Chinese company have access to user information, however, that information would be available to the government under provisions in the 2017 National Intelligence Law.²²

		Second, these technologies may facilitate autocratization and human rights violations.²³ At present, however, little is known about their actual global impact. Corporate marketing materials tout crime-reduction success stories, while critics point to cases of tech-enabled surveillance and repression. The effects are not mutually exclusive: improved surveillance may enhance general public safety, while also contributing to targeted repression of political opposition or marginalized groups. The question du jour—of whether China is “exporting digital authoritarianism” or “making the world safe for autocracy”—is less a matter of divining Beijing’s intent in providing the technology, and more an empirical question of the scale and direction of its impact in different political environments. These vital questions require careful thinking and analytical precision going forward.

		A third cluster of concerns revolves around technology’s perceived importance in U.S.-China strategic competition.²⁴ China’s activities could increase tech companies’ “access to foreign talent and data” in ways detrimental to the United States or its partners²⁵—presumably through partnerships with foreign data scientists, recruitment programs like Huawei’s Seeds for the Future, or international offices and agreements that allow Chinese companies to use overseas data to improve their products. Access to global data may also enable Chinese researchers and government bodies to improve algorithms and machine learning processes, with implications for security and military competition with the United States.²⁶ Although there is technical debate over these claims, widespread surveillance could also allow PRC actors to generate intelligence insights on countries and populations, with secondary strategic effects on U.S.-China competition. Finally, growing use of Chinese surveillance technology around the world, combined with American pushback, could bifurcate the world into adopters and nonadopters, with implications that are as yet incompletely understood.²⁷

		 

		IMPLICATIONS FOR POLICY

		 

		How should the United States respond? First, current discussions in Washington focus, understandably, on Chinese intent, but the importance of recipient interests (noted earlier) suggests that a tailored, country-specific approach is likely necessary, rather than one-size-fits-all rhetoric centered on American concerns about China. U.S. policy initiatives and messaging need to engage in dialogue with recipient-country counterparts based on a nuanced and accurate view of the trade-offs that leaders in each of these countries face, many of which have little to do with China at all. Here, it is especially important to note that the decisionmakers on platform adoption are often subnational officials—mayors and governors—who are more focused on crime control and local employment than national security, and who may feel pressure to deliver results on specific electoral timetables, which can heighten the appeal of China’s “turnkey” platforms.²⁸ The United States will also need to account for its own competing policy priorities in different regions: for example, the potential tension between encouraging countries in Latin America to avoid using Chinese policing technology while also pressing them to decrease criminal activity that leads to migration pressure on the U.S. border.

		The United States and international community must also consider what norms and mechanisms should govern the marketing and use of surveillance platforms, where regulation is currently minimal.²⁹ The PRC has pursued a strategic approach to global standard-setting, both domestically and internationally, and Chinese companies have been outpacing others in setting global standards.³⁰ If this trend continues, China’s leadership in shaping the global regulatory environment will assist PRC-owned companies in increasing market access and market share in a self-reinforcing feedback loop. In response, the United States must articulate a comprehensive strategy:³¹ which forums should set standards for which technologies; what those standards and safeguards should be; how U.S. interagency efforts should be organized; and how the United States should work with allies, partners, and international organizations to collaboratively and assertively shape a global regulatory environment compatible with liberal democracy and American interests.³² Tools such as export controls, sanctions, and restrictions on foreign investment in surveillance technology companies should also be incorporated, preferably in partnership with the private sector and also coordinated multilaterally. Finally, American foreign assistance partners and programs should work with emerging, weak, or backsliding democracies to craft technical and regulatory safeguards to protect citizen rights and democratic institutions.

		This is an urgent task, as the expanded use of health surveillance technology following the outbreak of COVID-19 has the potential to accelerate the export and adoption of Chinese surveillance technology.³³ China’s management of public health is closely entwined with its broader approach to policing, social control, and internal stability; for example, information gathered through health apps (e.g., on citizen movements) is now shared with local police.³⁴ China has already begun to promote its model of coronavirus management around the world, and other countries may not know where else to turn, especially if American and other democratic countries’ leadership appears ineffective. If Chinese firms, bolstered by aid and propaganda from Beijing, can make a good case that their approach to health surveillance is best-in-class, then COVID-19 is likely to accelerate global reliance on Chinese technology, as well as acceptance of the political norms that govern its use. Moreover, tools that gain credibility for public health purposes will become difficult to roll back, even if subsequently used for less benign and more repressive purposes.³⁵ Alternatively, if the United States is able to join with like-minded partners around the world to provide an alternative—such as the approaches followed by South Korea and Taiwan—it is less likely that the world will default to Chinese surveillance technology simply due to a lack of alternatives. These factors heighten the urgency and importance of developing a coordinated and robust American strategy.
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		Maintaining China’s Dependence on Democracies for Advanced Computer Chips

		 

		SAIF M. KHAN

		CARRICK FLYNN

		 

		The Chinese government is investing tens of billions of dollars in its computer chip factories and may eventually achieve global state-of-the-art manufacturing capabilities. But China can succeed only if the United States, Japan, and the Netherlands continue to sell it the manufacturing equipment necessary to operate its chip factories. If denied access to this specialized equipment, China would find it nearly impossible to develop or maintain advanced chip factories for the foreseeable future.

		It is in the security interests of democratic states, including the United States, for China to remain reliant on democracies for state-of-the-art chips. Advanced weapons systems and many emerging technologies for surveillance and oppression depend on state-of-the-art chips—currently produced only by firms in the United States, Taiwan, and South Korea. Maintaining exclusive control of these chips will let democracies implement targeted end-use and end-user export controls on them, preempting China’s development and use of many dangerous or destabilizing technologies.

		 

		THE VALUE OF STATE-OF-THE-ART CHIPS

		 

		State-of-the-art computer chips underpin many of today’s strategically important emerging technologies, including artificial intelligence, 5G, autonomous drones, and surveillance tools. They also power the supercomputers essential to design hypersonic weapons and the latest generation of nuclear weapons.

		Chips with the smallest transistors—state-of-the-art chips—are critical for computer systems requiring cost-effective operation. The state of the art advances with a shrinking of transistors that approximately doubles their number per chip every two years.¹ Figure 19-1 demonstrates that competitiveness in computationally intensive technologies requires chips at or near the state of the art. Only a small number of leading chip factories and equipment companies can exist at the state of the art.

		 

		Figure 19-1. Chip Costs at Different Transistor Sizes
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		Source: Data based on Center for Security and Emerging Technology (CSET) chip economics model and CSET analysis of TSMC’s reported node-by-node speed improvements. Saif M. Khan and Alexander Mann, “AI Chips: What They Are and Why They Matter” (Washington, DC: Center for Security and Emerging Technology, April 2020), https://cset.georgetown.edu/wp-content/uploads/AI-Chips%E2%80%94What-They-Are-and-Why-They-Matter.pdf. The model uses the chip specifications of an Nvidia P100 graphics processing unit. The model also assumes that at each transistor size, the same number of transistors are manufactured. This means that larger transistor sizes require larger (or more) chips.

		 

		Given the expense of fabricating state-of-the-art chips, only a few chip fabrication factories (“fabs”) can profitably operate at or near the state of the art. Table 19-1 and figure 19-2 show the number of fabs at or below various chip transistor sizes. The trend is clear: for decades, firms producing state-of-the-art chips have dropped out as production costs demand much larger economies of scale to be profitable.² State-of-the-art fabs now cost more than $10 billion to build.³ If only a small number of fabs can profitably exist, the question becomes whether they will be based in democracies or in China.

		China currently lacks fabs at the state of the art. However, its top chipmaker,⁴ Semiconductor Manufacturing International Corporation (SMIC), recently introduced the ability to manufacture a small number of 14 nm chips—half a decade behind the state of the art.

		Semiconductor manufacturing equipment (SME) accounts for as much as 80 percent of fab construction costs.⁵ Three countries control over 90 percent of global SME market share: the United States, the Netherlands, and Japan.⁶ Consolidation trends are even more dramatic among firms supplying SME than firms operating fabs. Only two companies—Netherlands-based ASML and Japan-based Nikon—sell essential photolithography equipment capable of manufacturing ≤ 90 nm chips at scale.⁷ ASML alone produces extreme ultraviolet (EUV) photolithography equipment. This equipment is necessary to mass produce state-of-the-art chips and can cost more than a billion dollars per fab.⁸ Meanwhile, China produces only about 2 percent of worldwide SME,⁹ and cannot replace imports of essential SME if it is controlled by the United States and its allies.
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		Figure 19-2. Number of Chipmakers with Current or Planned Capacity to Make Chips of Certain Transistor Sizes and Below, as of 2019, by Location of Headquarters
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		Source: Data from “World Fab Forecast,” SEMI, May 2019 edition.

		 

		CHINA LAGS, BUT IS BECOMING MORE SOPHISTICATED AT PRODUCING CHIPS

		 

		Chinese firms cannot produce state-of-the-art chips at present, and almost all of their chip-making capacity is over a decade behind the state of the art. However, they are aggressively building up their domestic chip industry.

		As shown in figure 19-3, adjusting for the quality of chip fab capacity—that is, giving greater weight to the production of more advanced chips—reduces China’s share from 15 to 3 percent of global capacity and increases the global lead of Taiwan, South Korea, and the United States from 63.7 to 91.7 percent.¹⁰

		 

		Figure 19-3. Global Chip Fab Capacity by Fab Headquarters
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		Source: Data from “World Fab Forecast,” SEMI, May 2019 edition. Chip fab capacity refers to the total number of wafers (the raw input from which chips are manufactured) processed per month. Quality-adjusted chip fab capacity is equal to the number of transistors manufactured on wafers per month. This measure captures quality because companies with the capacity to manufacture smaller transistors can pack transistors more densely on their chips, therefore manufacturing more transistors at a given level of chip production. However, there are several acknowledged limitations in the way we estimate the number of transistors manufactured. First, many fab sites process different transistor sizes, so not all of their capacity is at the smallest transistor size they support. Because it is difficult to get the specific breakdown of capacity by transistor size, we used the simplifying assumption that 100% of capacity of each site is at the smallest supported transistor size. Second, the data includes the smallest transistor size planned for any given fab site, even if fabrication at that size has not begun. Third, in cases where a fab site is owned by two companies headquartered in different countries, we allocate its fab capacity equally between the co-owners.

		 

		However, figure 19-4 shows that China’s share of global fab capacity has risen from 8 percent in 2007 to 15 percent today and is projected to increase if the United States and its allies continue to export critical SME and China continues to dramatically subsidize its chip fabs. This will displace U.S. fabs.

		 

		Figure 19-4. Change In Chip Fab Capacity Share by Country/Region from 2007–2021
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		Source: Data from “World Fab Forecast,” SEMI, August 2018 edition. Data for 2018 to 2021 are projections.

		 

		CHINA FACES CHALLENGES IN ACHIEVING STATE-OF-THE-ART FABRICATION EVEN WITHOUT EQUIPMENT EXPORT CONTROLS

		 

		China’s success has resulted from an industrial policy by the Chinese Communist Party (CCP) of advancing chip fab capacity to the state of the art using imported SME. Although Chinese firms today produce a minority of chips consumed in China,¹¹ the CCP seeks to move toward chip independence by 2030.¹² China has so far managed growth rates in excess of market demand.¹³ It might succeed in developing state-of-the-art fabs if the United States, the Netherlands, and Japan continue to supply Chinese fabs with SME. Yet China will rely on imports for SME because it has little chance of indigenizing its SME industry in the foreseeable future, despite ambitions to do so.¹⁴ SME export controls imposed by the United States, the Netherlands, and Japan could decisively maintain China’s chip dependence on democracies.

		Driven by the Made in China 2025 plan,¹⁵ China’s industrial policy evidently aims to achieve the preceding goals through state subsidies, industrial espionage, forced technology transfer, and protectionism. China’s industrial policy departs from international norms, both in the degree of market distortions produced by its state subsidies and in its ambition to localize its entire chip supply chain and achieve chip independence.¹⁶

		The Chinese government plans to spend $150 billion on its chip industry over a span of 10 years.¹⁷ Of the initial $12.7 billion spent by one of the state funds as of 2017, 65 percent went to fabs ($8.3 billion) and 8 percent to SME and materials ($1 billion).¹⁸ SMIC alone received nearly $6 billion between 2014 and 2018.¹⁹ Heavy state support is why China was the second-largest importer of U.S. SME by late 2018, ahead of Taiwan and slightly behind South Korea—both of which have more chip fab capacity than China.²⁰ Figure 19-5 shows that SMIC receives a subsidy equivalent to as much as 40 percent of its revenue, as compared to between about 1 to 3 percent for the state-of-the-art chipmakers.

		China’s crown jewel is SMIC’s development of a small amount of 14 nm capacity. In addition to massive subsidies, SMIC’s limited success required billions of dollars of intellectual property theft from Taiwan,²¹ and the poaching of perhaps a thousand engineers from Taiwan’s chip industry.²² For SMIC to displace state-of-the-art chipmakers Intel, TSMC, and Samsung, China must greatly increase SMIC’s subsidies. Intel, TSMC, and Samsung all have much larger revenues than SMIC and depend far less on state support, even though each receives subsidies similar, in absolute terms, to those received by SMIC.²³ The outsized scale of the chip industry challenges even China’s appetite for industrial subsidies.

		 

		Figure 19-5. State Subsidies as a Percentage of Revenue for Chip Fabs between 2014–2018
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		Source: Data from “Measuring distortions in international markets,” OECD, 84. For the non-Chinese companies, not all state-subsidies are from the companies’ home countries. Additionally, the true subsidy percentage for Tsinghua Unigroup’s chip fabs may be even higher than shown in Figure 19-6; while the firm’s revenue reflects many businesses besides chip fabs, China’s subsidies have focused on its chip fabs.

		 

		China could dramatically increase its chip subsidies, but these interventions may fail to create market-disciplined, internationally competitive fabs. China’s chipmaker subsidies have focused almost entirely on below-market-rate loans and equity for established companies.²⁴ But historically, Chinese state-owned chip firms relying on below-market financing have struggled with profitability.²⁵

		Subsidized Chinese chip fabs are only about three generations behind the state of the art, and the slowing of Moore’s law—given increasing difficulty in shrinking transistors—could allow them to catch up.²⁶ In this scenario, the current Dutch export ban on EUV photolithography equipment becomes more critical, preventing Chinese chip fabs from progressing beyond 7 nm transistors for the foreseeable future.²⁷

		The news is even worse for China’s ambitions to develop an indigenous advanced SME industry. Chinese companies produce some SME types essential to chip production, but their SME is too outdated for state-of-the-art fabs. Even with massive subsidies, China will face steep barriers in building a fully localized advanced SME industry for five reasons: (1) poor resource allocation due to central planning, (2) lack of engineers with the necessary know-how, (3) the complexity of SME, (4) the first-mover advantages of top SME companies, and (5) export controls on SME. China will especially struggle if SME becomes export controlled.²⁸ Moreover, as of 2017, China’s national-level chip fund spent, at most, $1 billion on SME and materials, focusing instead on other parts of the chip supply chain,²⁹ although China’s state funds are now increasing their focus on SME.

		 

		THE UNITED STATES AND ITS ALLIES SHOULD ENSURE CHINESE DEPENDENCE ON IMPORTS FOR STATE-OF-THE-ART CHIPS

		 

		If China succeeds in increasing its state-of-the-art chip fab capacity through subsidies, it will displace the chip fab capacity of democratic states. Chinese independence in global state-of-the-art chip fab capacity would allow China to freely manufacture advanced security-relevant technologies and significantly reduce U.S. and allied leverage over the CCP’s conduct relating to human rights or global stability.

		The United States, Japan, the Netherlands, and other allies should apply more stringent export controls on SME to prevent China from capturing state-of-the-art global chip fab capacity.³⁰ The highest priority should be photolithography equipment capable of manufacturing ≤ 45 nm transistors.³¹ In a commendable start to our suggested approach, the Dutch government recently decided not to renew an export license for ASML to ship EUV photolithography equipment to China.³² Additional priorities include the United States, Japan, and their allies applying more stringent export controls on other types of SME dominated by these countries. For SME supply chain chokepoints, these countries should presumptively deny licenses to export to China.³³ Foreign-owned fabs capable of manufacturing ≤ 45 nm transistors in China should also be subject to export scrutiny.³⁴

		As shown in figure 19-6, SME export controls could dramatically reduce China’s advanced chip fab capacity. Under the proposed export controls, China’s current stock of already-imported ≤ 45-nm-capable SME would gradually reach end of life,³⁵ and China’s chip fabs capable of manufacturing chips with ≤ 45 nm transistors would face the prospect of shutting down.³⁶

		 

		Figure 19-6. China’s Chip Fab Capacity with and without SME Export Controls
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		Source: Data from “World Fab Forecast,” SEMI, May 2019 Edition.

		 

		Because global chip demand is independent of where chips are produced, export controls on SME would, in the long term, shift China’s lost chip fab capacity to the United States, Taiwan, and South Korea.³⁷ Although SME companies may lose out on lucrative Chinese subsidies in the near term,³⁸ they would experience little revenue harm in the long term. They would instead benefit from more reliable partners and a weakened Chinese SME industry.³⁹

		If SME export controls reduce China’s fab capacity, the United States, Taiwan, and South Korea—the only remaining economies with significant near-state-of-the-art fab capacity⁴⁰—could coordinate on further, targeted end-use and end-user controls on advanced chips⁴¹ to advance global stability and human rights while continuing to export chips to China for peaceful commercial purposes.⁴²
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		As the Chinese People’s Liberation Army (PLA) seeks to become a “world-class military,” its progress in advanced weapons systems continues to provoke intense concern from its neighbors and competitors.¹ The Chinese military and China’s defense industry have been pursuing significant investments in robotics, swarming, and other applications of artificial intelligence (AI) and machine learning (ML) across multiple services and multiple domains of warfare.² Thus far, advances in weapons systems described or advertised as “autonomous” (自主) or “intelligentized” (智能化) have built on existing strengths in the research and development of unmanned systems and missile technology.³ As military technological competition emerges as an ever more prominent component of great power rivalries, the Chinese military and defense industry have been pursuing active initiatives in research, development, and experimentation. Ultimately, China’s progress will remain contingent upon the capacity to operationalize emerging weapons systems, which requires overcoming current technological and organizational challenges, including in data, talent, testing, training, and concepts of operations.⁴ The future impact of AI on in military affairs remains contingent on the capacity to operationalize “intelligentization” as a component of military modernization and innovation.

		China’s advances in autonomy and AI-enabled weapons systems could impact the military balance, while potentially exacerbating threats to global security and strategic stability as great power rivalry intensifies.⁵ In striving to achieve technological advantage, there is a risk that the PLA could deploy weapons systems that are unsafe, untested, or unreliable under actual operational conditions. The PLA’s strategic choices about which capabilities could prove advantageous will influence the direction of Chinese military innovation. However, it is encouraging that Chinese military scientists and researchers have been starting to debate and engage with safety issues and technical concerns, as well as legal and ethical considerations.⁶ Going forward, the United States should monitor these trends and pursue measures to mitigate such risks.

		The current advances in autonomy and AI-enabled weapons systems promise to increase the speed, reach, precision, and lethality of future operations.⁷ Today, militaries worldwide, including in the United States and Russia,⁸ are exploring and pursuing these capabilities.⁹ Current definitions of autonomy and understanding of the characteristics of “lethal autonomous weapons systems” (LAWS) vary.¹⁰ The use of AI/ML techniques, while not required to achieve autonomy, can enable these capabilities.¹¹ In an era of high-tech warfare, the boundary between a “smart weapon” that is capable of great precision relative to a weapons system that is considered partly or fully autonomous can be complex and contingent.¹² No clear consensus exists on how to manage issues of law, ethics, and arms control that arise with the development of such capabilities, other than emergent agreement that existing elements of international law do apply, including the law of armed conflict.¹³ To date, major militaries have remained unwilling to accept any serious constraints on development due to the potential for future operational advantage.¹⁴

		China’s military initiatives in AI are motivated by concern with global trends in military technology and operations¹⁵; anxieties about falling behind the U.S. military, which is perceived and often characterized as the “powerful adversary” (强敌)¹⁶; and recognition of the opportunities in this ongoing military and technological transformation.¹⁷ “China’s military security is confronted by risks from technology surprise and a growing technological generation gap,” according to the official white paper on “China’s National Defense in the New Era,” released in July 2019.¹⁸ “Intelligent(ized) warfare is on the horizon,” the assessment finds; the ongoing “Revolution in Military Affairs” will change the very mechanisms for victory in future warfare.¹⁹ Chinese military scientists and strategists, including from leading and authoritative institutions, such as the PLA’s Academy of Military Science, National Defense University, and National University of Defense Technology, envision AI systems and intelligent weapons becoming increasingly important, even decisive, in future warfare. Their research closely examines antecedents in U.S. strategy and capabilities to inform their own assessments.²⁰

		The PLA’s quest for innovation is an element of China’s national strategy to leverage science and technology to enhance national capabilities as a rising power.²¹ In the process, the Chinese military is developing not only more traditional but also emerging capabilities, often concentrating on asymmetric approaches against the U.S. military. The efforts of Chinese military scientists and strategists have been impelled by guidance at the highest levels. Xi Jinping, in his capacity as Chairman of China’s Central Military Competition, has emphasized that “under a situation of increasingly fierce international military competition, only the innovators win.”²² Moreover, on the importance of contesting new frontiers of global military scientific and technological developments, he urged, “We must attach great importance to the development of strategic frontier technologies, striving to surpass the predecessor as latecomers, turning sharply to surpass.”²³ To some extent, the PLA could be regarded as unduly sanguine, even enthused, about the opportunities for disruption that may arise with emerging technologies, while still recognizing the challenges and uncertainties about their prospects on the future battlefield.

		While the military applications of AI are hardly limited to weapons systems, the use of AI to enable more precise strikes and achieve kinetic initiative could prove significant. The PLA’s official dictionary included a definition of an “AI weapon” (人工智能武器) as early as 2011, characterized as “a weapon that utilizes AI to pursue, distinguish, and destroy enemy targets automatically; often composed of information collection and management systems, knowledge base systems, decision assistance systems, mission implementation systems, etc.”²⁴ Typically, Chinese military strategists and scientists tend to discuss “AI weapons” or “intelligent(ized) weapons” (智能化武器) more often than “autonomous weapons” (自主武器) in academic and technical writings.²⁵ This terminological difference is subtle but potentially significant, implying a focus on the “smartness” or “intelligence” of weapons systems in selecting and engaging targets.²⁶ For instance, techniques for adaptive or autonomous control can leverage a range of algorithms, including neural networks.²⁷ Even as the function of certain weapons systems becomes “unmanned” (无人化) or “dronified” and to some degree automatic (自动化), greater degrees of autonomy or “intelligence” in function may remain challenging to implement or evaluate with high confidence.

		While Chinese leaders have prioritized advances in AI as an important direction for military modernization, China’s Central Military Commission has yet to release any policy or official strategy that formally clarifies such plans and priorities. However, in July 2017, the New Generation Artificial Intelligence Development Plan called for China to “strengthen the use of AI in military applications that include command decision-making, military deductions,²⁸ and defense equipment.”²⁹ Concurrently, China’s strategy on military-civil fusion highlighted AI as a priority and important frontier for dual-use development. In fall 2017, Xi Jinping, in his address to the 19th Party Congress of the Chinese Communist Party (CCP), urged, “Accelerate the development of military intelligentization, and improve joint operations capabilities and all-domain combat capabilities based on network information systems.”³⁰ His remarks provided authoritative guidance to pursue military applications of AI that could be integrated across the whole system of systems for future operations.³¹ This emerging emphasis on “military intelligentization” (军事智能化), or the “development of an intelligent military,”³² extends beyond AI-enabled weapons systems and autonomy to involve prioritizing as an integral element of China’s military strategy and modernization going forward.³³

		The PLA has been actively pursuing AI-enabled systems and autonomous capabilities in its military modernization.³⁴ Across services and for all domains of warfare, it has fielded a growing number of robotic and unmanned systems, as well as advanced missiles with precision guidance, certain of which may possess at least limited degrees of autonomy. For instance, the PLA Army (PLAA) has concentrated on military robotics and unmanned ground vehicles, which could be used for logistics and urban combat.³⁵ The PLA Navy (PLAN) is experimenting with unmanned surface vessels that may operate with some autonomy and is reportedly developing autonomous submarines.³⁶ The PLA Air Force (PLAAF) operates advanced unmanned systems with limited autonomy, which could be upgraded to include greater autonomy, while exploring options for manned-unmanned teaming.³⁷ The PLA Rocket Force (PLARF) may leverage use cases in remote sensing, targeting, and decision support,³⁸ and its missiles may be augmented to become more “intelligentized” in their capabilities, incorporating higher levels of automation to facilitate operations.³⁹ There are indications that the PLA Strategic Support Force (PLASSF) could apply advances in AI to its missions of space, cyber, electronic, and psychological operations.⁴⁰ PLA capabilities and advancements very likely extend well beyond what is known and knowable from open sources and there is extensive research underway across academia, the defense industry, and military institutions.

		The Chinese defense industry can build on its apparent strengths in armed drones and advanced missiles to introduce greater autonomy into operations.⁴¹ In particular, certain advanced unmanned aerial vehicles could be modified to operate with greater autonomy instead of under remote control.⁴² Currently, China leads in export of medium-altitude long endurance unmanned aerial vehicles (UAVs).⁴³ Made in China UAVs, such as the Wing Loong platform, from the Aviation Industry Corporation of China (AVIC), and the CH-4, developed by China Aerospace Science and Technology Corporation (CASC), are actively marketed for export.⁴⁴ Within the PLAAF, the GJ-1 and its successor GJ-2 are used for integrated reconnaissance and precision strike, including in support of joint operations.⁴⁵ According to the systems’ designer, the GJ-2 is “highly intelligent” and capable of operating autonomously in certain circumstances.⁴⁶

		While there is no direct evidence that the PLA has formally fielded a weapons system that fully meets the definition of “AI weapon,” certain systems are analogous or comparable in their functionality. The Chinese defense industry’s attempts to make cruise and ballistic missiles more “intelligent” build upon work on automatic target recognition that predates the recent concern with autonomous weapons.⁴⁷ The Chinese military has reportedly converted older models of tanks to operate via remote control or with some degree of autonomy.⁴⁸ There are also reports of ongoing developments in and the procurement and potential deployment of “suicide drones,” such as the CH-901 and WS-43, based on loitering munitions, as well as ongoing experimentation with swarming.⁴⁹ The PLAN has tested and operated a range of undersea gliders and unmanned underwater vehicle (UUVs) for scientific or military missions,⁵⁰ including the HN-1 glider used in exercises in the South China Sea.⁵¹ Often, limited technical information is available, rendering the disclosure of capabilities and signaling—including the potential for misdirection or disinformation—important to evaluate carefully.⁵²

		Such advances in Chinese military capabilities are taking shape through the efforts of Chinese military research institutes, the Chinese defense industry, and the emerging ecosystem of commercial enterprises supporting military-civil fusion.⁵³ For instance, the Key Laboratory of Precision Guidance and Automatic Target Recognition at the PLA’s National University of Defense Technology has concentrated on a range of automatic target recognition techniques. The available technical literature also points to interest in applying neural networks to the guidance of hypersonic glide vehicles, enabling adaptive control and greater autonomy.⁵⁴ For new directions in research, the Tianjin Binhai Artificial Intelligence Military-Civil Fusion Center was established in partnership with the PLA’s Academy of Military Science, and pursues developments in autonomy and the capacity for coordination of unmanned systems, such as for undersea drones.⁵⁵

		Future Chinese aerospace capabilities will be enabled and enhanced by research currently underway within the major state-owned defense conglomerates. For instance, starting in 2015, the China Aerospace Science and Industry Corporation (CASIC) 3rd Academy 35th Research Institute began pursuing breakthroughs in core technologies that include target detection and recognition techniques based on deep learning.⁵⁶ Notably, in 2016, this CASIC team organized an innovation competition on AI-Based Radar Target Classification and Recognition,⁵⁷ which was the Chinese defense industry’s first major event of this kind, involving companies and universities with AI research proficiency applying that expertise to finding intelligent processing solutions for targeting.⁵⁸ According to a senior missile designer from CASIC, “Our future cruise missiles will have a very high level of AI and autonomy,” such that commanders will be able “to control them in a real-time manner, or to use a fire-and-forget mode, or even to add more tasks to in-flight missiles.”⁵⁹ Future missiles might have increasingly sophisticated capabilities in sensing, decisionmaking, and implementation—even potentially gaining a degree of “cognition” and continual learning capability.⁶⁰ Significantly, the PLA’s development of hypersonic weapons systems has also incorporated advances in techniques for greater autonomy.⁶¹

		Absent official policy or guidance from Chinese military leaders, it is difficult to anticipate how the PLA will approach issues of human control over autonomous systems, particularly as these capabilities progress and evolve. Historically, Chinese leaders have prized centralized, consolidated control over the military. They may therefore be generally disinclined to relinquish control to individual humans, let alone machines, fearing loss of the Party’s “absolute command.”⁶² At the same time, Chinese military scholars and scientists appear to be relatively pragmatic in discussing the nuances of having a human in, on, or out of the loop. Given technical constraints and uncertainties, there are reasons to expect that in the near term the Chinese military will keep humans “in the loop,” or at least “on the loop,” but it is harder to anticipate whether the PLA or any military will maintain that position if conditions and technical considerations change.⁶³ However, discussion of meaningful human control appears to be less established in Chinese writings than in U.S. debates on these topics to date.⁶⁴

		There is no clear evidence indicating that the Chinese military is more inclined to pursue autonomy and/or automation in a manner that removes humans from decisionmaking relative to other militaries. In the near term, human involvement in command and control appears to be deemed necessary for technical reasons, and the Chinese military is actively exploring concepts that leverage synergies between human and artificial intelligence, such as that of human-machine intelligent integration (人机智能融合).⁶⁵ In the future, concerns of operational expediency could supersede safety if having a human in the loop became a liability, as greater involvement of AI systems in command decisionmaking is considered potentially advantageous.⁶⁶ Yet, at the level of strategic decisionmaking, including for decisions that involve the employment of nuclear weapons, it is all but certain that one human will remain in the loop for the foreseeable future: Xi Jinping.⁶⁷

		Going forward, U.S.-China military competition is oriented upon on the fight to innovate in emerging technologies critical to the future of warfare. China’s future progress in developing AI-enabled and autonomous weapons systems must be contextualized by the uncertain trajectory of its military modernization, as well as that of AI/ML research and development. The eventual realization of such capabilities will depend on the PLA’s capacity to test, integrate new capabilities into existing concepts of operations, and create new theories of victory that recognize the ongoing changes in the character of conflict.⁶⁸ Such advances could constitute an important component of the PLA’s emergence as a world-class military aspiring to achieve an advantage in future warfare.
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		This chapter assesses the implications of China’s growing role in biotechnology for the United States, which span national security, data security, and economic competitiveness. On current trends the United States is likely to remain the world leader in most biotechnology areas. Nonetheless, U.S. policymakers must pursue reforms to ensure that America remains competitive. At the same time, areas like regulation of synthetic biology present important opportunities for Sino-U.S. cooperation.

		 

		CHINA’S POLICIES AND ACTIONS IN BIOTECHNOLOGY

		 

		The policy framework for biotechnology industry development in China is set by the 13th Five-Year Plan (13th FYP), which covers the period 2016–2020.¹ Ambitious goals include that biotechnology should account for 4 percent of China’s GDP by 2020.² Chinese policymakers view biotechnology industry development as important not only for future economic development but also for objectives like food security and environmental protection.³ China’s biotechnology policy increasingly prioritizes indigenous capacity-building,⁴ transformational research,⁵ and the use of protectionist economic policies to support the sector’s development.⁶ Supplementary guidance to the 13th FYP issued by the State Council on development of “Strategic Emerging Industries” calls for China to “form a group of new internationally competitive biotechnology enterprises and biotech economy clusters.” The guidance further calls for new initiatives to support drug creation, especially vaccines and recombinant protein drugs; development of “beneficial biotechnology,” such as biotherapeutics and biodegradable materials; and expansion of research-support infrastructure, including gene banks, high-specification research laboratories, and stem cell banks.⁷

		These policies have translated into substantial investment. Some estimates claim that collectively, China’s central, local, and provincial governments have invested over $100 billion in life sciences research and development over the past decade. In just the two-year period from 2015 to 2017, venture capital and private equity investment in the sector totaled some $45 billion.⁸ Annual research and development expenditures by Chinese pharmaceutical firms, the foundation of the biotechnology sector, rose from RMB 39 billion in 2014 (US$5.5 billion) to over RMB 53 billion (US$7.5 billion) by 2017.⁹ Even so, by Western standards, some of these figures are still low. Swiss drugmaker Roche, the world leader in biotechnology research and development, spent some $11 billion in 2018 alone.¹⁰

		This investment has produced notable results in certain subsegments of the biotechnology industry. Perhaps the most notable of these is CAR T-cell therapy, a cancer treatment approach that involves modifying T cells. Use of this approach appears to be as or more advanced than in the United States thanks to a combination of lower-cost manufacturing and favorable regulations that classify CAR-T as a medical device rather than a drug, accelerating government approvals.¹¹ In addition, China’s breakneck efforts to produce a vaccine for the COVID-19 virus have resulted in a sharp increase in resources available for its biopharmaceutical subsector, and likely portend growing global competitiveness in this segment of the biotechnology industry.¹² Going forward, areas that promise technological and commercialization breakthroughs like precision medicine, synthetic biotechnology, big data, and biomimetic materials are likely to drive future industry growth and development.¹³

		 

		BARRIERS TO FUTURE DEVELOPMENT

		 

		China’s biotechnology sector possesses several shortcomings when it comes to research, development, and innovation. Chinese official sources are forthcoming about the relative weaknesses of China’s biotechnology industry. An official statement regarding the biotechnology provisions of the 13th FYP, for example, conceded that “China lacks original scientific discoveries and disruptive technologies, has a weak research base in areas like biological big data, and lacks independent intellectual property rights” to support advanced drug development.¹⁴ An independent analysis from market consultancy Foresight Industry Research Institute similarly concluded that “the lack of independent innovation capabilities of China’s biotechnology sector restricts the sector’s development.”¹⁵

		These frank assessments of the Chinese biotechnology sector’s relatively limited research and development capabilities are moreover reflected in international scientific publication and patent data. A Chinese Academy of Sciences report concluded that while China produced nearly half the world’s patent applications in the subsector of industrial biotechnology from 2012 to 2014, the number of overseas patent applications was very low—just 112—suggesting a dearth of breakthrough innovations.¹⁶ Moreover, while the life sciences have been a significant focus of Chinese talent-recruitment schemes like the Thousand Talents (accounting for over 40 percent of the 2018 cohort, according to one estimate), the United States remains, by most measures, the preferred destination for most highly skilled biotechnology researchers.¹⁷

		Apart from innovation capacity, China’s biotechnology industry also faces financial constraints. Despite the large capital inflows into the sector, the precommercial state of many biotechnologies and their high-risk, capital-intensive nature restricts financing availability for small- and medium-sized biotech enterprises.¹⁸ As a result, China’s biotechnology sector remains some distance from being truly globally competitive. Even the Ministry of Science and Technology concedes that the industry’s international “market competitiveness is not strong.”¹⁹ Nonetheless, though not presently as advanced as that of the United States or other Western countries, the Chinese market can be counted on to increasingly shape biotechnology research, development, and commercialization. The Chinese state, meanwhile,can be counted on to become a critical player in policy and governance issues related to biotechnology.

		 

		POLICY IMPLICATIONS AND RESPONSES

		 

		This reality poses several issues for U.S. policymakers. National security issues include growing Chinese military interest in biotechnology applications,²⁰ concentration of pharmaceutical precursor supply chains in China,²¹ and proliferating risks related to bioterrorism.²² Other concerns include intellectual property theft of biotechnology,²³ biomedical surveillance of vulnerable groups like the Uighur minority,²⁴ and covert biomedical data collection abroad.²⁵ Moreover, the fact that Chinese biotechnology firms are likely to have access to larger quantities of such data than their competitors elsewhere given the size of China’s population and relatively weak rules governing data collection and sharing creates economic competitiveness concerns,²⁶ though there are reasons to believe these advantages may be limited.²⁷ On the other hand, biotechnology holds considerable promise to help address shared global challenges like infectious disease prevention and biodiversity protection.²⁸

		Potential U.S. policy responses to the growth of China’s biotechnology industry generally fall into two categories. The first involves providing greater and more effective support to U.S. biotechnology researchers and firms. Beyond increasing funding, the U.S. government should consider adopting more flexible regulatory provisions in biotechnology subsegments like CAR T-cell therapy where Chinese firms are highly competitive.²⁹ A second priority for policy support should be human capital enhancement, including maintaining openness to foreign biotechnology talent and new approaches to translational life sciences work that bridge basic research and potential commercial applications.³⁰

		The second category of policy responses involves cultivating biotechnology as an area for U.S.-China bilateral cooperation. Initially, this might build on existing Track II efforts and take the form of an intergovernmental dialogue on biosafety and biosecurity.³¹ The COVID-19 pandemic has underscored the importance of jointly securing the use of gene templates, exotic microbes, and other biological threats and hazards. At the same time, the growing threat of synthetic bioterrorism presents an enormous shared security threat for the United States, China, and other major powers. Cooperation to strengthen biosafety and biosecurity protocols worldwide might open a significant new frontier for U.S.-China cooperation, analogous to cooperation on nuclear security and nonproliferation in previous decades.³²
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		China and Latin America

		 

		A Pragmatic Embrace

		 

		TED PICCONE

		 

		Since it burst onto the scene over a decade ago, China’s budding relationship with the countries of Latin America and the Caribbean (LAC) has entered a more complicated stage as both sides test the costs and benefits of a tighter embrace. In economic terms, China has risen in the region from a near nonentity in 2000 to a clear heavyweight in terms of trade and investment. China’s self-proclaimed “win-win” economic statecraft offers the LAC region an important route to expand its reach into global supply chains, finance new infrastructure and energy systems, and spur greater demand for its natural resources.

		As LAC’s dependency on China grows, however, tensions and contradictions are mounting, forcing both sides to navigate more troubled domestic and international waters. The United States, in particular, has ramped up a campaign to compete more directly with Beijing on several fronts, including in its hemisphere. The COVID-19 pandemic has further complicated these tensions, as China’s quicker economic recovery may give it more flexibility to exploit an increasingly desperate economic situation in the hemisphere.

		For Washington, China’s expanding influence in its southern neighborhood has presented a substantial dilemma: should it try to match China’s new activism by offering improved policies that would tie the region’s most important countries to its model of democratic capitalism? Or should the United States accept China’s new role as an important economic partner for the LAC’s thirty-two countries and look for other ways to regain influence?

		 

		CHINA’S AFFAIR WITH LATIN AMERICA AND THE CARIBBEAN

		 

		As part of a wider international strategy, Beijing’s leaders began targeting the LAC region in the 2000s as a natural window of opportunity for advancing their global ambitions. China’s core interests in the region are straightforward: it seeks primarily to secure the energy, metals, and food inputs it needs to fuel its robust economy and growing middle class, and to expand export markets for its excess capacity in both heavy and retail manufactured goods. Secondarily, it sees the region as a zone of competition with its diplomatic rival, Taiwan (Republic of China), which retains recognition and support from some sympathetic LAC governments.¹ Third, it looks to compete with the United States in its own neighborhood. And finally, Beijing wants to support ideological and other friendly fellow travelers in Venezuela and Cuba. The overarching goal driving these interests is the Chinese Communist Party’s obsession with preserving power, reducing poverty, and building a “Chinese dream” of middle-class security.

		To advance these core interests, China’s top leaders issued a comprehensive LAC policy in 2008, packaged under the banner of peaceful coexistence, mutual respect, South-South solidarity, and protection of national sovereignty, along with huge increases in trade, loans, and investment.² Not surprisingly, this approach was well received throughout the region.³ An updated version of the regional policy, released in November 2016, builds on these themes of “equality, mutual benefit and common development.”⁴ A new “1+3+6” formula for building closer trade, investment, and financial ties emphasized such priorities as energy, agriculture, infrastructure, and information technology⁵ and building new partnerships with political parties, youth, think tanks, and legal experts.

		Such a broad range of relationships between communist China and Latin America represents a stunning sea change in the regional landscape, where the United States, with Europe a distant second, was the dominant player for decades. The main driver, however, is economic. It was not so long ago when China was literally absent from economic life in Latin America and the Caribbean. In 2000, China’s volume of trade with the region amounted to $12 billion; by 2019, it had reached almost $315 billion.⁶ Chinese state policy loans to LAC governments exceeded $140 billion since 2005⁷; prior to 2008, they had never reached $1 billion a year.

		While Chinese policy banks have slowed down their investment over the last four years, the overall economic relationship remains strong when taking into account other measures. Chinese greenfield investments, for example, in which Chinese state-owned and private enterprises establish their own commercial entities in the region with greater control over hiring, capital investment, and business strategy, reached a record $12 billion in 2019 alone.⁸ Chinese companies have shifted from investing solely in extractive sectors to service and infrastructure as well (e.g., in electricity, internet, railway, and port projects). A growing number of LAC countries have signed up to China’s signature Belt and Road Initiative (BRI)⁹ and joined the Asian Infrastructure Investment Bank.

		Despite some diversification, at the heart of this intensifying relationship is the same traditional model followed by most LAC countries for decades: LAC sells China raw materials like oil, metals, and foodstuffs, while China sells LAC manufactured goods and technical services like engineering and information technology. For this arrangement to prosper, China is shifting more resources toward overcoming Latin America’s major transportation challenges and logistics gaps, for example, by underwriting bridges, railroads, ports, and energy-generation projects.¹⁰

		As China has expanded and shifted its economic activities in the region, it has continued to find partners who, for the most part, are eager to diversify their trade and financial dependence away from the United States and the International Monetary Fund. As these countries have struggled to maintain creditworthiness to borrow on international markets, they have been more willing to turn to China, even as Beijing’s terms have hardened. Concerns are growing of debt traps in which Chinese banks are extending unsustainable credit to low-income states as a way to gain control of important strategic assets upon default.¹¹ On the trade front, as cheap Chinese exports flood LAC markets, manufacturers are increasingly complaining that China has not fulfilled its promise to open its own domestic markets to LAC goods and services.¹²

		 

		FROM HAPPY HONEYMOON TO BUMPY MARRIAGE

		 

		The positive effects of China’s amped-up economic activity in the LAC region—booming exports of iron ore from Brazil, soy crops from Argentina, and metals from Chile, and new bridges, tunnels, and football stadiums sprinkled from Dominica to Bolivia—are substantial. Nonetheless, tensions over China’s role are growing at different levels of LAC societies. Elites are divided between those who have benefited from the relationship, and those, like Brazilian manufacturers, who have been hit hard by cheap Chinese imports. China’s commercial behavior—stipulations to use Chinese companies, labor, or equipment as a condition of financing, and a general lack of transparency—has sparked significant controversies with labor unions, local communities, and environmental movements.

		Public opinion is also split: some complain that China’s deep pockets have enriched the upper class, further worsening inequality, while others see Beijing as a positive counterweight to the United States. In a recent Pew Research Center poll taken in Brazil, Argentina, and Mexico, favorable views of China easily prevailed over negative views, particularly when it came to the positive effects of Chinese economic growth on their countries, where ratings improved markedly since 2014.¹³ Layered through this dynamic is the unmistakable impact of Chinese propaganda, training of journalists and foreign officials, professional and student exchanges and language courses, and use of sophisticated technology to convey a more positive impression of Chinese influence.¹⁴

		Not surprisingly, the outsized role China has assumed in the region’s economic development has spilled over into its politics. As candidates on the campaign trail, political leaders such as Jair Bolsonaro of Brazil, Nayib Bukele of El Salvador, and Mauricio Macri of Argentina exploited populist anger and skepticism toward China and promised a tougher approach toward Beijing.¹⁵ Once in power, all three leaders reversed course and found ways to accommodate China and its own domestic powerbrokers.¹⁶ Although the COVID-19 pandemic has scrambled this calculus at the rhetorical level, for example in Brazil,¹⁷ most governments in the region recognize that they cannot climb out of the severe pandemic-induced recession without China’s largesse.

		When it comes to marshaling a regional or subregional response to China’s increasingly assertive diplomacy in the LAC region, there are few signs of any coherent strategy. Over the last decade, the region has largely fragmented along heterodox political lines and no regional hegemon has emerged to unify its parts for or against China. Brazil, Mexico, and Venezuela have largely collapsed as power brokers or turned inward. The Pacific Alliance, a loose grouping of four Latin American democratic states (Chile, Colombia, Mexico, and Peru) committed to more open trading regimes and stronger rules for transparency, labor, and environmental protection, offers some limited promise as a counterweight to China’s state-led model, but its influence remains to be seen. The European Union has stepped up its regional activities through a trade accord with Mercosur; diplomatic activism in Venezuela, Colombia, and Cuba; and on a few priority items like climate change. Russia remains a player, mainly on energy and security matters with its closest partners (Venezuela and Cuba), and acts in a complementary if more explicitly anti-U.S. fashion to China. The bottom line, however, is that the strategic field is mainly clear for more direct U.S.-China competition.

		 

		IMPLICATIONS FOR THE UNITED STATES

		 

		After decades of interventionist and hegemonic behavior in the region, the United States after the Cold War shifted to playing a more benign, pro-reform role, supporting civilian democratic control of once dominant Latin American militaries, opening space for a more diverse civil society, and investing in environmentally friendly development. The Bush administration, after the 9/11 attacks, adopted a more onerous national security and counterterrorism approach to the region but also kept faith with robust funding for development assistance.

		The Obama administration, saddled with a major migration crisis from the Northern Triangle, nonetheless made important progress toward a middle course, notably on rapprochement with Cuba and facilitating a major peace agreement in Colombia. This included negotiation of the Trans-Pacific Partnership (TPP), an upgraded trade arrangement incorporating several Latin American countries and designed to rival China’s rise in the region. In sum, the United States in late 2016 retained outsized, if declining, influence in what was becoming a more multipolar world.

		More recently, comparatively speaking, the state of U.S.-LAC relations looks bleak. After four years of the Trump administration, the United States is practically displaced, largely absent, or has reverted to type as the threatening hegemon, prompting major declines in LAC favorable opinions toward Washington. Trump dramatically reversed course on a host of well-established policies from trade (e.g., withdrawal from TPP) and migration to climate change and development assistance. The administration reclaimed and expanded strong-arm tactics and punitive sanctions against leftist regimes in Venezuela, Bolivia, and Cuba. In the face of China’s assertive commercial and soft power diplomacy, these hardball tactics played directly into the hands of Beijing and anti-U.S. constituencies in the LAC region. In the COVID-19 response, China seems to have done a better job in rushing medical supplies to more states in showy displays of solidarity and friendship (except, of course, to countries that still recognize Taiwan).¹⁸

		The Democrats, on the other hand, appear determined to restore or build upon many of the Obama-era policies that most affect the region, including softer treatment of migrants and refugees, support for clean energy, constructive engagement toward Cuba and Venezuela, and new funding for anticorruption, judicial reform, and other rule of law challenges that plague the region.¹⁹ As for taking on China’s rise in the region more directly, Joe Biden as candidate laid more blame on Washington than Beijing: “It is the current absence of American leadership in the Western Hemisphere that is the primary threat to U.S. national security. Russia and China can’t match our extraordinary ties and common history with the people of Latin America and the Caribbean.”²⁰

		This more pragmatic approach by a future Biden administration to challenging China’s rise in the hemisphere implicitly acknowledges that even pro-U.S. governments in the region have come to depend on Beijing for important trade and investment deals. While Washington can help rally private sector engagement and development aid to the region, it is unlikely on its own to match Beijing’s level of economic statecraft, with or without a pandemic-induced recession.

		That said, the United States does have natural geographic, cultural, familial, security, educational, and historical ties to its neighbors that give it a distinct advantage over China. Now is the time to raise its ambitions with a high-level and comprehensive strategy toward the region. The trick will be to offer positive alternatives to a China-centric political and economic model without cornering LAC governments into an “us or them” proposition. Either way, it will take many years of sustained investment and deft diplomacy to move current trends in favor of the United States.
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		The Middle East and a Global China

		 

		Israel amid U.S.-China Competition

		 

		NATAN SACHS

		KEVIN HUGGARD

		 

		In May 2020, U.S. secretary of state Mike Pompeo flew to Israel. His extraordinary visit—made at the height of the COVID-19 pandemic despite severe restrictions on U.S. travel to Israel—reportedly sought to pressure Prime Minister Benjamin Netanyahu and his cabinet to reject a Chinese bid to run Israel’s largest desalination plant.¹ Pompeo succeeded. Not nearly for the first time, the United States had intervened in a major Israeli economic interest to limit Chinese engagement.

		American policymakers and experts across much of the political spectrum expect partners around the world to make stark choices between the United States and China should their competition deepen. This leaves Israel to play a difficult balancing act: contending with the rising clout of China and the economic opportunity it provides, while safeguarding its core national security interest in the U.S.-Israeli partnership.

		China’s presence in the region has broadened and deepened over the last decade, and its regional importance will likely continue to rise. Already, as shown in figure 23-1, China is the largest importer of Middle Eastern energy, with regional commercial and financial ties growing as part of the Belt and Road Initiative.² Still, despite its increasing centrality to Middle Eastern economic affairs and its intensifying diplomatic presence, Beijing hesitates to involve itself in regional security issues. Even if Beijing does not now intend to take on such a role, potential American retrenchment in the region could change its calculations in the long term.

		Meanwhile, for many in the United States, the Middle East seems like yesterday’s problem. The American public and many policymakers consistently express weariness of U.S. involvement in Middle Eastern affairs, especially military conflicts.³ This can be overstated at times: The United States does remain heavily involved in the region and few policymakers support simply cutting ties, but its focus is clearly trending elsewhere.

		Both major powers would therefore prefer less security involvement in the region, not more, but the broader global competition between them may cause them to try and exploit any fissures they can find. In other words, their global rivalry could draw both the United States and China to greater involvement in Middle Eastern affairs, pursuing local alliances to counter the other’s, with each increasing their investments and commitments to counter the other’s regional influence.

		Such heightened competition would only make U.S. concerns regarding Israeli-Chinese arms deals more urgent. In 1999, Israel and China signed a deal for the sale of three Israeli Phalcon early warning aircraft to China. Strenuous U.S. objection led to the canceling of the deal even after a Chinese advance had been paid.⁴ Needless to say, the case caused a great deal of strain in Israeli-Chinese relations. In 2004, China sent Israeli-made Harpy unmanned aircraft for upgrades in Israel. The United States demanded that the unmanned aerial vehicles—already Chinese state property—be confiscated. Israel eventually returned the aircraft to China without repair, causing both serious stress between Israel and the United States, and a second crisis between Israel and China.⁵

		 

		Figure 23-1. Chinese Fuel Imports from the MENA Region
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		Source: “China Fuel Imports from 1992–2017 by Country and Region,” World Integrated Trade Solution, The World Bank, https://wits.worldbank.org/CountryProfile/en/Country/CHN/StartYear/1992/EndYear/2017/TradeFlow/Import/Indicator/MPRT-TRD-VL/Partner/ALL/Product/27-27_Fuels#.

		 

		U.S.-Chinese competition would place significant pressures on the countries of the region, especially those that have traditionally partnered with the United States. Israel would likely find greater pressure placed on its task of managing relations with the United States while seeking to pursue opportunities with China, and greater costs for failure.⁶ China’s need for the secure flow of Middle Eastern energy means that its primary regional interests lie with parties other than Israel, notably Saudi Arabia and Iran.⁷ Even if Beijing does not now intend to take on a more central role in regional security or politics, potential American retrenchment in the region could change its calculations in the long term. From an Israeli perspective, this prospect raises the specter of an external power with influence over regional security affairs that is far less attuned to Israel’s core interests than the United States. For Israel, more than for other regional actors, the choice is clear: Beijing cannot replace Washington.

		

	
		 

		Saudi Arabia’s Relations with China

		 

		BRUCE RIEDEL

		 

		As with most issues concerning the kingdom, Saudi Arabia’s relations with China are all about oil. China is Saudi Arabia’s top economic trading partner because China is the biggest importer of Saudi oil. There is little strategic cooperation between the two. Saudi Arabia’s strategic partner remains the United States, and almost all of its arms supply comes from the United States, the United Kingdom, and other Western states.

		Saudi Arabia was a strong opponent of communism in the Cold War and did not have any diplomatic relations with China until the late 1980s. It was a firm supporter of the nationalist government in Taiwan. The impulse to open relations flowed from a clandestine arms deal between the two. In the mid-1980s Saudi Arabia felt threatened from two sources: Iran and Israel. The Saudis were eager to acquire medium-range ballistic missiles to deter both Iran and Israel, but their traditional arms suppliers in the West would not sell them.

		Fahd and his defense minister Prince Sultan decided to reach out to China. Sultan turned to two of his sons to open a dialogue with Beijing and then bring and install missiles to the kingdom covertly: Saudi ambassador to the United States Prince Bandar and his brother, who commanded Saudi Arabia’s air defense, Prince Khalid. Bandar privately approached his Chinese counterpart in Washington, Han Xu, and asked if Beijing would provide missiles, then Bandar traveled to Pakistan where he met secretly with Chinese officials. In July 1985 Bandar made the first of three secret visits to Beijing to work out the details

		The Chinese then sent a secret team to Riyadh to meet with Prince Khalid to engage military to military. The deal was finalized in December 1986; approximately fifty Chinese CSS2 missiles, code named East Wind, would be shipped to Saudi Arabia, installed in hidden in-ground installations, and the Chinese would train Saudi crews to operate them. Khalid made four trips to China to finalize all the details and oversee the transfer. Khalid later wrote that the missiles “[gave] us the capability to counterattack in event of an attack on us by either Israel or Iran.”⁸

		The Central Intelligence Agency detected the missile base in Saudi Arabia in early 1988, prompting an immediate crisis between Washington and Riyadh. President Reagan wanted the missiles removed immediately, but Fahd refused. The story leaked into the Washington Post on March 18, 1988.⁹ The Saudis worried that Israel would attack the installation. Bandar asked Colin Powell, Reagan’s national security advisor, to assure the Israelis that the missiles were for defensive use only. Powell later recalled that the situation was very tense. Had Israel attacked the missile base, Chinese technicians would have been killed along with Saudis, but Israel demurred under intense pressure from Reagan.

		The missile deal led to the opening of diplomatic relations with China after another Bandar trip to Beijing in July 1990. But it did not lead to additional large sales of military equipment.

		China has not joined in Saudi Arabia’s conflicts with Iran, its regional rival. Saudi Arabia and Iran back hostile proxy forces from Lebanon to Yemen, and China remains a supporter of the Joint Comprehensive Plan of Action, or the Iran nuclear deal. There is no indication that the Saudis have sought to press China to violate the JCPOA as the United States has done.

		China rapidly became a major consumer of Saudi oil exports. As trade grew so did Saudi interest in developing high-level dialogue with Beijing. As a reflection of the importance of China for Saudi Arabia, it was a stop on King Abdallah’s first trip abroad after he ascended to the throne in 2005. Riyadh was looking east, not west.

		The most important recent exchange between Saudi Arabia and China was in February 2019 when the crown prince Muhammad bin Salman visited as part of an Asian tour. It was the crown prince’s first big foreign trip since the murder of the Saudi journalist Jamal Khashoggi in Istanbul, Turkey, at the Saudi consulate in October 2018.

		The global pandemic and the drop in demand for oil have had serious consequences for the kingdom. The pilgrimage of Muslims to Mecca and Medina has been suspended indefinitely. Oil prices have crashed, and the Saudi economy is in depression. Saudi Arabia has turned to China to purchase 9 million test kits to fight the virus, and 500 Chinese medical experts have come to the kingdom to run six laboratories. Until global demand for oil returns to pre-virus levels, Saudi finances will have to draw down on the kingdom’s reserves. Trade with China will go down.
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		Great Expectations

		 

		The Unraveling of the Australia-China Relationship

		 

		NATASHA KASSAM

		 

		In November 2014, China’s president Xi Jinping told the Australian Parliament: “It is the steady streams of mutual understanding and friendship between our two peoples that have created the vast ocean of goodwill between China and Australia. I am greatly heartened by the immense support for China-Australia relations in both countries.”¹

		In 2021, these words are almost impossible to believe: China’s leader on a state visit to Australia, announcing the conclusion of a free trade agreement and elevation of the relationship to a comprehensive strategic partnership.² Canberra’s streets were lined with twirling dancers and students waving Chinese flags. Yet, amid the pomp and ceremony, signs of deep-seated structural tensions were already on display: flag wavers obscured a Falun Gong protest from view,³ and it was later alleged that the student supporters had been bussed in by the Chinese Embassy.⁴

		Seven years later, those tensions now define the relationship. Since Australia called for an independent inquiry into the origins of COVID-19 prior to the World Health Assembly in May, the bilateral relationship has been in a downward spiral.⁵

		China’s Foreign Ministry spokesperson is detailing the many risks of racist attacks against Chinese people if they travel to Australia.⁶ Australia is spiriting journalists at risk of detention out of China and warning its citizens of the risk of arbitrary detention in China.⁷ An Australian journalist, Cheng Lei, working for state broadcaster CGTN, has been arrested on national security grounds. China has banned exports from a number of Australian beef facilities, started investigating wine exports, and placed a dramatic 80 percent tariff on Australian barley after an eighteen-month-long anti-dumping investigation.⁸

		Why have political and trade tensions between Australia and China escalated so quickly? How is Australia responding? And why should the rest of the world care about the state of play between Australia and China?

		 

		“THE AUSTRALIAN PEOPLE STAND UP”

		 

		“There has been foreign interference in Australian politics,” said then prime minister Malcolm Turnbull in December 2017, “and so we say—the Australian people stand up.”⁹ New legislation was introduced, in part as a response to a nationwide scandal in which it was discovered that an Australian senator had warned a Chinese political donor and businessman that he may have been under surveillance.¹⁰ Months later, Australia announced that it would exclude Huawei from the development of its 5G network—one of the first countries in the world to do so.¹¹

		Australia quickly found itself in the diplomatic freezer. High-level visits were paused, state media lashed out, and ministerial exchanges were deferred.¹² The deterioration in bilateral relations seemed hugely consequential for Australia’s national interests: not only is China Australia’s largest trading partner, it is also a major player in almost every issue of Australian foreign policy. But while Beijing’s ire affected ministerial and official contact, the political friction had little discernible effect on two-way trade: in the same period, Australian exports to China grew by 26 percent.¹³

		Beijing has expressed dissatisfaction with Australia’s behavior before—when it has spoken out about the South China Sea,¹⁴ or allowed Uighur dissidents to travel to Australia.¹⁵ But the situation in 2021 is unprecedented in terms of the breadth of economic measures, real and threatened, as well as Beijing’s seeming lack of concern about both the economic costs and the political fallout of its behavior.

		 

		WHY AUSTRALIA, AND WHY NOW?

		 

		China has long sought to divide and isolate U.S. allies—and in Beijing’s eyes, Australia’s identity has always been defined by its relationship with the United States. What has changed of late is twofold: China is increasingly assertive in achieving its goals, and, contrary to Beijing’s intent, Australia has become increasingly assertive in pushing back. The clash of China’s expanding interests and Australia’s unwillingness to defer illustrates the structural challenge for Australia that will characterize future relations with the People’s Republic of China.

		Even as Australia has distanced itself from White House conspiracy theories about the origin of the virus,¹⁶ China continues to view Australia as loyal and deferential to the United States. Beijing’s official statements will often refer to Australia “dancing to the tune of a certain country,”¹⁷ and state media goes so far as to describe Australia as “a close collaborator of the U.S. in its anti-China strategy at the expense of China-Australia relations.”¹⁸

		Beijing does see Australia as a force multiplier for the United States in the western Pacific, with an unhelpful interest in the sea lines of communication and the South China Sea.¹⁹ And Australia also forms an important element of the U.S. alliance networks in East Asia, including through U.S. Marines stationed in Darwin.²⁰ As such, Beijing has looked for opportunities to pry Australia away from the embrace of the United States.

		To the contrary, successive governments in Canberra have taken a series of policy decisions that the Chinese Communist Party (CCP) leadership has interpreted as directly challenging the critical interests of not just their country but also their party. Previous examples of China leveraging economic coercion have generally focused on Taiwan, Tibet, and maritime sovereignty.²¹ But recent treatment of Australia and other countries points to an expanding remit of interests over which China is willing to coerce, even at a cost to itself. Early estimates suggest that China’s barley tariffs on Australia will cost Australian farmers AUD 330 million, but as much as AUD 3.6 billion for China.²²

		Many in Australia thought that the level of interdependence between the economies of Australia and China would insulate Australia from the kind of economic coercion that other countries have experienced.²³ While China purchases over a third of Australia’s exports, more than 70 percent are resource commodities. These are vital inputs for China’s steel, construction, and other industrial sectors, which are still central to its economy (and employment), especially so in recovering from COVID-19. Australia supplies over 60 percent of China’s iron ore imports, almost half its liquefied natural gas imports, and around 40 percent of its coal imports.²⁴ Half of Australia’s goods exports to China are of iron ore, for which it is especially difficult to find sizable alternative sources of supply.²⁵

		This interdependence was always seen as in Australia’s favor, and likely to deter forcible decoupling from either side. But recent behavior suggests that China sees such interdependence as a vulnerability, as it does with the United States.²⁶

		The current raft of economic and political sanctions is an example of the CCP testing Australia’s resolve. Beijing may hope to force deference from Canberra through fear, but even in the absence of capitulation on specific decisions, China has a history of using economic punishments to teach wayward partners a lesson and defend both the Chinese system and the pride of the Chinese people. For example, Seoul did not reverse its decision to deploy the Terminal High Altitude Area Defense (THAAD) U.S. antimissile system, despite the campaign of coercive measures against South Korean economic interests. But it is possible that China hopes this response will encourage policymakers to think twice about future decisions that could similarly antagonize China.²⁷

		Even where Beijing realizes that it cannot or will not change decisions of the Australian government, this behavior could prompt preemptive deference from other capitals through the painful Australian experience. Rather than attempt to change Australia’s mind about Huawei and 5G, Beijing sought to isolate Australia in the decision, and telegraph to the United Kingdom and Germany, among others, that there would be consequences for making similar decisions.²⁸

		 

		THE AUSTRALIAN DEBATE

		 

		In many eyes, China’s efforts in Australia have backfired. Australia has not retreated in the face of Beijing’s ire. If anything, the bullying tactics have hardened attitudes. The growing public awareness of China’s willingness to use economic coercion has created a powerful imperative in Australia—on both the left and right ends of the political spectrum as well as among the public and business leaders alike.²⁹ The great unraveling coincides with a grim appreciation in the minds of the Australian public of the true nature of the Leninist party-state that rules China.

		Trust in China has halved in the past two years, according to successive Lowy Institute polls. Only 23 percent of Australians now trust China to act responsibly in the world. One in five say they have confidence in President Xi Jinping to do the right thing regarding world affairs, a 21-point fall from 2018. And an overwhelming 94 percent of Australians say the government should find other markets to reduce Australia’s economic dependence on China.³⁰ Criticism of Beijing from business leaders that just a few months ago were calling for calm diplomacy are testament to the shifting winds.³¹ Backbenchers on both sides of politics are regularly critical of China’s behavior in public.³²

		The calls to discuss so-called sensitive issues with Beijing on Beijing’s terms are falling silent.³³ A public souring on China will no longer accept discussions behind closed doors, and especially when Australian citizens like Yang Hengjun remain detained for no particular reason or others are sentenced to death,³⁴ Canberra can no longer remain quiet. Beijing’s behavior has made Australian politics more resilient to its criticism and given strength to the most hawkish voices. In Australia now, the idea of meeting China halfway, or trying to improve the relationship, is seen as a version of acquiescence or compliance.

		Having said that, despite China’s view of Australia as a loyal U.S. ally, Australians are not necessarily turning toward the United States. The presidency of Donald Trump has shaken some Australians’ belief about the future of the United States.³⁵ And Australia is not necessarily waiting for the United States to reclaim its position as the leader of the rules-based order. Without ignoring the importance of Australia’s alliance with the United States, Australia’s Defence Strategic Update 2020 places a renewed emphasis on Australia’s need to develop independent capabilities, as well as partnerships with other countries, including Japan, India, and Indonesia.³⁶

		 

		SO WHY DOES IT MATTER?

		 

		Although Australia looks like a strategic target for Beijing’s ire, it is hardly an outlier. China is a rising power with expanding interests that will increasingly clash with others. As internal pressures place the CCP leadership under growing strain, more disputes will arise with more countries.

		Australia may be unique as a Five Eyes member with a particularly high level of economic interdependence with China.³⁷ And it may be seen by Beijing as a necessary target given Canberra’s willingness to play a critical role in supporting the U.S.-led alliance system and leading the global charge on scrutiny of Beijing’s interference in the affairs of other countries.

		But the struggles facing Canberra are structural and cannot be fixed simply with better diplomacy.³⁸ More countries in the region will find that Beijing’s strategic and territorial goals are mutually exclusive with their own interests. Whether seizing disputed tracts of territory on China’s borders, snuffing out Taiwan’s liberal democracy, or achieving military overmatch against the United States and its allies and partners on the East Asian littoral, Beijing’s goals are an existential challenge to the status quo.

		Where once China had neither the means nor the inclination to achieve its goals, China has now emerged as a great economic and military power. Perhaps unsurprisingly, Beijing’s policy planners are keen to use the full spectrum of state power to get on with the unfinished business of China’s statecraft. Australia has felt the rough touch of this coercion of late. And perhaps Australia’s resilience in the face of this pressure is an opportunity to demonstrate regional leadership.

		But it is neither an aberration nor a discomfort that only close U.S. alliance partners and bold critics of China’s foreign interference will feel. In the coming years, any state that makes policy choices adverse to what Beijing judges are in its interest risks taking blows from China’s coercive statecraft. This pain can be avoided, but only at the cost of deference to Beijing’s goals.

		Hard questions will be asked in national capitals across the region, not just in Canberra. Beijing is testing Australia, with different sources of leverage. The long arm of the CCP is reaching even farther. More tests, for more countries, are coming in the future.
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		The Risks of China’s Ambitions in the South Pacific

		 

		JONATHAN PRYKE

		 

		This century China has been steadily building its influence in the South Pacific. The intensity and scale has set off alarm bells and led many analysts in the West to ask what China’s ambitions are in the South Pacific, and what risks they might create.

		 

		THE STRATEGIC SIGNIFICANCE OF THE PACIFIC ISLANDS

		 

		The South Pacific is known for its pristine beaches, geographic and cultural diversity, and unique development challenges. With a cumulative population of under 13 million people, these fourteen sovereign nations and seven territories span over 15 percent of the world’s surface.

		The dual tyrannies of small size and remoteness make conventional economic pathways in most of these countries nearly impossible. South Pacific nations are also among the most exposed to natural disasters in the world,¹ a threat being further exacerbated by climate change. All these factors, along with some of the highest population growth rates in the world, combine to make the Pacific one of the most fragile regions in the world, and the most aid dependent.²

		The geostrategic significance of these islands is clear. In World War II, control over them was critical, both for maintaining logistical supply lines and for military force projection. Since the war, the Pacific has largely enjoyed a benign status on the geopolitical stage.

		 

		CHINA’S GROWING FOOTPRINT

		 

		China has always had a presence in the South Pacific. Ethnic Chinese have resided in the region for centuries, running some of the regions oldest trading houses. The China-Taiwan rivalry for diplomatic allies in the region has seen some degree of jockeying through briefcase diplomacy in the region for decades.

		Since 2006 China’s trade, aid, diplomatic, and commercial activity in the Pacific region has been steadily and significantly scaling up. Excluding Papua New Guinea, two-way trade with China has overtaken that of Australia since 2013.³ For the Solomon Islands, two-way trade with China now makes up 46 percent of all trade.⁴

		China has also dramatically scaled up its aid activities. According to Lowy Institute research, between 2006 and 2017 China provided close to US$1.5 billion in foreign aid to the Pacific Islands region through a mixture of grants and loans.⁵ As of 2017, China was the third-largest donor to the Pacific, contributing 8 percent of all foreign aid to the region between 2011 and 2017.⁶ While China is by no means the dominant donor in the Pacific, the way in which it delivers its aid—large infrastructure projects funded by concessional loans—makes these projects stand out. Chinese lending has also been used as a vehicle to get into the region Chinese state-owned enterprises that are now competing in commercial activity across the board. According to China’s own investment statistics, Chinese construction activity in the region was $958 million in 2017, almost six times greater than its foreign aid activities.⁷

		 

		RISKS OF CHINA’S RISE

		 

		So why does all of this matter? You could argue that this is a good thing for the Pacific, a region facing significant development challenges. China gives them options, and in turn greater influence over, and attention from, traditional development partners who have often treated them with benign neglect.

		There is no depth of scholarly Chinese works on the Pacific Islands region, nor does it factor heavily in official statements, speeches, or strategic documents from Beijing. While this may be illustrative on where the Pacific sits in China’s strategic priorities, it creates a great deal of ambiguity around how China plans to wield its newfound influence in the Pacific region.

		Whatever the ambition of China may be in the region, opinions have crystallized for analysts in Canberra and other like-minded countries that China’s growing footprint and influence in the Pacific presents two serious risks to their national interest.

		The first risk, which has a low probability of occurring but would have profound impact, is that China is trying to use its leverage through diplomacy, debt, trade, or elite capture to establish a military base somewhere in the South Pacific.

		This is a high-impact risk because such a development would completely change the way Australia looks at its national defense and security settings. Australia’s armed forces are built to complement and plug in to U.S.-led coalitions. A Chinese military base as little as 2,000 kilometers (1,243 miles) from Australia’s eastern coast would force a wedge between Australia and its traditional strategic anchor, the United States. While the strategic benefit and size of such a facility for China are questionable—the logistics of maintaining supply routes alone would be challenging—it would have a profound psychological impact on Australia. It would accelerate a military buildup, confirm all the most extreme prejudice around China’s strategic intent in the region, and force Australia to “go it alone.” Some analysts argue that Australia should be doing this anyway.⁸ A Chinese base or outpost of only moderate size would rapidly accelerate this discussion.

		There is, however, a low probability that this would occur. Pacific governments are not simply pawns sitting between Australia and China. They are fiercely protective of their sovereignty, have agency that they wield liberally, and have no interest in a further militarized region. While they may be willing to align themselves with China in certain United Nations votes, it is a long stretch to handing over a military base or outpost that would so rapidly undermine the sovereignty that they so viscerally protect. The West is also now paying attention. Australia, in particular, is forcing China to be more than just opportunistic in their ambitions because of the scaling up of its own efforts—both in money and in attention—devoted to the South Pacific.

		Despite these factors, because of the acute vulnerability and size of these nations, and the potentially large strategic benefits to China for relatively minimal potential investments, this is not a risk to be taken lightly. There have been a number of recent incidences that have fueled anxiety on the prospects of a Chinese military base. The prospects of a Chinese-financed major wharf on Vanuatu’s larger but less populated Santo Island being converted into a “dual use” facility were shot down by China and Vanuatu after plans were leaked to the press. Australia and the United States quickly partnered with Papua New Guinea to rehabilitate naval facilities on Manus Island to enhance illegal fishing enforcement operations and also to prevent China getting a foothold on the island. A mooted leasing of the entire island of Tulagi in the Solomon Islands—ridiculous to anyone with a basic understanding of landowner rights in the Solomon Islands—caught global attention. Examples like these are likely to arise with increasing frequency in the years to come.

		The second risk, which is of a lower impact but has a higher probability of occurring, is that China and Chinese businesses, through elite capture and corruption, are rapidly undermining institutions of governance, which Western donors spend considerable money trying to support. This has become so acute in recent years that one of these nations may be pushed toward a scenario of state failure.

		This is a lower-impact risk for Australia, which aspires to be “partner of choice” for the Pacific in all areas. Australia would be at the forefront of any intervention to restore stability. This would be a costly exercise, particularly in one of the larger Pacific nations, but it would not fundamentally shift Australia’s security settings. Australia has intervened in the region before, in Timor-Leste in 1999 and again in the Solomon Islands in 2003, and will do so again if called upon.

		This risk has a higher probability of occurring, particularly in light of the economic devastation facing the region as a result of COVID-19. While China did not introduce corruption into the Pacific, it is contributing to entrenching systems of corruption and patronage in the Pacific, particularly in Melanesia.

		For Australia and other traditional partners in the Pacific, the stakes of China’s potential ambitions in the South Pacific are significant. The opportunity, if it ever truly existed, to keep China out of the region has long passed. Greater and more consistent resolve from the West will be necessary to mitigate these risks.

		China has, however, found it harder to maintain its momentum in the South Pacific as it becomes a more familiar development partner to Pacific governments, and as traditional partners have started stepping up their own engagement in response. Chinese debt in particular is being further scrutinized by Pacific leaders. This has been driven by a number of factors, including a recognition of subpar quality and inflated pricing, access to cheaper financing options, a desire for greater spillover benefits from infrastructure projects, limited debt space remaining in a number of Pacific countries, and a desire for budget support not project earmarked lending.⁹

		Australia has also worked hard in revitalizing its self-proclaimed leadership position in the Pacific. The Australian government is the biggest donor with the largest diplomatic footprint in the region. The Australian market is one of the largest investors and sources of tourism for the region. The government is leveraging these significant advantages with even more diplomats and aid, and more political attention.

		Finding it more difficult to build its influence in the countries in the Pacific it retains relations with, China instead focused its attention in 2019 on broadening the playing field. In the same week in September 2019 both the Solomon Islands, the third most populous Pacific nation, and Kiribati, an atoll nation with an exclusive economic zone the width of Australia, swapped their diplomatic recognition from Taipei to Beijing.

		 

		THE POST-COVID-19 LANDSCAPE

		 

		This year, COVID-19 introduces a completely new challenge for China, already facing greater headwinds in the Pacific. Facing a potential 10 percent economic contraction this year, the needs of the Pacific will be far greater. While China has been opportunistic in supporting the Pacific in responding to COVID-19,¹⁰ its support pales in comparison to that provided by traditional partners.¹¹ The pandemic has reminded the region of its economic reliance on Australia and New Zealand, in particular for tourism-dependent economies. A mooted travel bubble between Australia, New Zealand, and the Pacific will be a critical economic lifeline for the region.

		China has rapidly built its profile and influence in the South Pacific. While the COVID-19 pandemic does provide China an opportunity to further grow its influence in the Pacific, the cost will be much higher. Greater resolve from the West, greater awareness within the Pacific, and growing financial demands at home and abroad may all make the price of China’s aspiring influence in the Pacific too high for the country to bear. The year ahead will reveal just how much further China is willing to go and how much it is willing to spend to build its influence in the South Pacific.
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		China, the Gray Zone, and Contingency Planning at the Department of Defense and Beyond

		 

		MICHAEL O’HANLON

		 

		The 2018 National Defense Strategy restored great power competition to the top tier of U.S. defense strategy and planning priorities. Deterring China and Russia through preparation for possible war against them has become the preeminent concern of military planners. But where and how could war really erupt in a way that would pit nuclear-armed nations against each other in lethal combat? The stakes seem too high for leaders in Beijing, Moscow, Washington, or other key capitals to risk war over the kinds of matters that great powers have historically contested, like conquest of an entire nation. Surely, we do not expect to see Chinese tanks disembarking on one of Japan’s four main islands or moving southward on the Korean Peninsula toward Seoul.

		Indeed, the dangers of great-power war do seem greatest in regard to a different category of problem altogether, one that is often captured by the term gray-zone conflict. In this space, small skirmishes over small stakes, perhaps carried out by paramilitaries rather than national armed forces, could lead to exchanges of fire. Then, great uncertainty about what would happen next might prevail. Such a situation could be very dangerous, given the escalatory risks that are inherent in most wars and the ways in which many military establishments seem to plan for rapid escalation in the event of war. (Such planning does not heed the lessons of conflicts like World War I, when dependence on rapid mobilization and escalation through concepts like the Schlieffen Plan plunged the world into unspeakable horrors.) Indeed, even nuclear escalation could result. For example, a country that saw itself losing a conventional conflict that could have larger ramifications for its future role in the western Pacific might be highly tempted to use a nuclear weapon against large ships in the adversary’s navy or large but isolated bases on Pacific islands in an attempt to change the momentum of battle and favorably influence the ultimate outcome of the war. Once such nuclear use began, however, it might not remain so “surgical” or limited, given the proclivities of many human leaders for risk-prone behavior, combined with their deep aversions to accepting defeat.

		Washington needs better answers to this challenge than it now has. The United States and allies, I argue here and in my recent book The Senkaku Paradox, from which some of this chapter is drawn, need a more comprehensive and integrated toolkit for the gray-area problem.¹

		To cope with China’s gray-zone challenge, economic warfare needs to play at least as large a role as direct use of force, and generally a larger role in an overall approach I term asymmetric defense. Although I focus here, as in the book, on the “Senkaku challenge”—the dispute between Japan and China over islands administered by the former and claimed by the latter—the logic of asymmetric and integrated defense is widely applicable to the broader problem of gray-zone conflict.

		 

		CHINA AND THE GRAY ZONE

		 

		Gray-zone conflicts could take a number of forms in the case of China, particularly in the East and South China Seas. Indeed, they are not matters of conjecture; they are already incipient, and evident. In the East China Sea, Chinese ships—generally not naval vessels but law enforcement or paramilitary hulls—routinely operate in the territorial waters of the Senkaku Islands; in 2018, China routinely had four Coast Guard ships in those waters.² The islands, called Diaoyu by Beijing, are claimed by both Japan and China. Because they are administered by Japan, the U.S.-Japan Mutual Security Treaty covers them even though the United States takes no position on whose islands they should rightfully be. China also declared an Air Defense Identification Zone in the region in 2013 that includes the Senkakus. As a result of ensuing changes in Chinese military aircraft behavior, Japanese Air Self-Defense Forces planes have dramatically increased their rate of “scrambles” against Chinese aircraft, from less than 100 per year through 2010 to at least 500 annually since 2015.

		Outside the East China Sea, China has built up and militarized seven artificial islands in the South China Sea, creating 3,000-meter military runways on three of them: Fiery Cross Reef, Subi Reef, and Mischief Reef. It has used cunning, deceit, and force to establish its claims to the Scarborough Shoal in that same area, at the expense of the Philippines and in violation of a 2016 ruling by the Permanent Court of Arbitration at The Hague. It even lays claim, through its so-called nine-dash line, to the waters of virtually the entire South China Sea and seeks to back up that claim through occasional harassment of U.S. Navy ships exercising their freedom of navigation rights in these important international waters. Indeed, on this latter point, the issue may rise above the gray zone to a first-order international security problem, if China ups the ante.³

		China’s exact goals in behaving in this fashion remain conjectural—and perhaps even uncertain or undetermined in the minds of the country’s top leaders. They probably include historical motives, such as settling scores with Japan over past wrongs. They also may include more offensive motivations, akin to how rising powers have often conducted themselves historically, with their ambitions expanding as their power grows. To paraphrase Robert Kagan, wondering why China is behaving assertively now may be like asking why a baby tiger grows teeth.⁴ There may be economic interests involved, as with seabed and fishing resources in the South China Sea and East China Sea. Finally, there may exist defensive military motives. American military forces now often operate close to China in the region. Beijing may wish to push such potentially hostile capabilities beyond the region’s so-called first and second island chains at some future point. It may also hope to guarantee its access to crucial resources, such as oil coming from the Persian Gulf region and Africa.

		To some extent, President Xi Jinping and cohorts may be opportunistic, seeing what they can get away with short of war. However, the danger of miscalculation leading to violence and then escalation remains real regardless. And one thing seems certain: assertive Chinese behavior is overdetermined by the foregoing list of motivations. China may not want war, but Beijing certainly seems to want more—however that is ultimately defined. Gray-area competition provides a means for pursuing it, without necessarily or consciously pulling the trigger on direct conflict against a major country. Given traditional American commitment to allies and to defense of today’s global order—not to mention the motives and uncertain future behavior of key countries like Japan, the Philippines, Vietnam, and Australia—the dye may be set for ongoing rivalry in the western Pacific region, with a constant risk of war.

		Washington needs better, less escalatory, and thus more credible options for limited but serious gray-zone scenarios involving China. The general concept could be described as asymmetric defense. It should not formally displace existing policy, under which there is a strong implication of prompt U.S.-led military action to defend or liberate any allied territory that might be attacked by an aggressor. This current policy may have deterrence benefits, as well as reassurance benefits for allies, so it should not be formally scrapped. But it may also prove inadequate for deterrence. It may not give U.S. and allied policymakers sufficient options in the event of deterrence failure. And it may be quite dangerous. Thus the new strategy of asymmetric defense that I propose here is intended to complement rather than replace existing concepts and plans. Under the new paradigm, the United States and its allies would not be obliged to fire the first shot or to quickly escalate after a hypothetical Russian or Chinese aggression. They would have indirect and asymmetric options that avoided rapid escalation to serious hostilities.

		 

		SPECIFIC RECOMMENDATIONS

		 

		The specific policy changes that a strategy of asymmetric defense should feature include the following. Some of them, by their very nature, should be implemented right away, before any crisis might occur. That is because they are designed to deter potential adversaries from creating such crises in the first place, and to ensure that Western nations are ready and capable should a crisis erupt nonetheless. Other policy recommendations are more conceptual and need to be understood now but invoked only if and when a scenario of the type addressed here actually occurs.

		 

		Strengthen economic warfare education. The United States needs multiagency education and doctrine on how to think about economic warfare, and the U.S. military needs to emphasize these matters to a much greater extent in its war colleges and other key internal intellectual institutions. Already today, defense colleges tend to recognize the importance of “whole-of-government” approaches to security problems, but the language of many texts and manuals is hortatory, not specific or technical. Taxonomies of different types of economic sanctions should be developed. Basic knowledge of the workings and interdependencies of the modern global economy should be expanded throughout military and other government ranks. Recent experience with the use of U.S. and multilateral sanctions as applied to Iran, North Korea, Russia, and other countries should be widely studied. War-games should imagine various applications of sanctions and then play out possible adversarial retaliatory responses. Allies should undertake similar efforts, of course.

		 

		Secure energy and critical mineral/material stockpiles and minimize overreliance on any one supplier in complex global supply chains. Among the necessary steps that can be identified without further study to remediate existing American economic vulnerabilities is the restoration of the size and scale of the American strategic mineral reserve to Cold War–like levels, roughly ten times greater in dollar value than is the case today ($15 billion versus $1.5 billion). In light of trends in North American energy production, increases in the size of the national petroleum stockpile may be less crucial. However, key U.S. allies and friends, including especially South Korea and Japan (and Taiwan), may need to take steps to ensure adequate fuel stocks for themselves.

		 

		Similarly, European allies should continue their ongoing efforts to further integrate European pipeline networks and to import liquid natural gas as a hedge against possible energy showdowns with Russia in the future. Indeed, because of the importance of such energy resilience and adaptability for alliance security, it might be worth considering subsidizing an increase in the number of liquid natural gas terminals and other related capabilities through an expanded NATO Infrastructure Program.

		 

		Prioritize long-range strike platforms. American military investments need to prioritize, among other assets, long-range strike platforms that could be relevant to protracted sanctions-reinforcing operations in places such as the broader Indian Ocean region, and various kinds of long-range stealthy sensor platforms and other backups to satellites. The U.S. military needs to be serious about defense against high-altitude nuclear-induced electromagnetic pulse (HEMP). It needs much better cyber defenses, and backups to undersea fiber-optic cables for core military functions. Such systems are likely to be attacked earlier rather than later in any future wars against other great powers. That the paradigm of asymmetric defense I propose is designed to avoid and limit conflict rather than to wage an all-out war does not lessen the importance of preserving U.S. military superiority when and where possible. America and its allies need to preserve escalation dominance in both economic and military realms for the strategy proposed here to be most effective.

		 

		Innovate nonlethal weapons. The U.S. armed forces also need to innovate much more seriously in the area of nonlethal weapons, with a particular eye toward weapons that could interrupt maritime shipping in some conflict scenarios. Smart mines and unmanned underwater systems that could also deliver such nonlethal weaponry are also important as complements to a robust attack submarine fleet. The guiding principle should be that, while explosive and kinetic attacks against ships cannot be ruled out, they should be avoided to the extent possible, to control escalation.

		 

		Retain traditional military capabilities. The American military also needs to retain or even expand certain types of traditional military capabilities. Ample amounts of airlift and sealift, with an attrition reserve for each, are needed for the forward defense parts of an asymmetric defense strategy. NATO as a whole needs better logistics and transportation capabilities for deploying forces to the Baltic region and sustaining them there, along the lines suggested by Lieutenant General Ben Hodges (retired). Hardened, resilient airfields at multiple locations abroad (in the western Pacific, Indian Ocean, Persian Gulf, and Europe) are required as well. A blend of shorter-range systems with long-range assets operating from the homeland or other effective sanctuaries is the right goal; adding more of the latter should not lead to inattention to the former.

		 

		Allied improvements in such military capabilities would be welcome as well, including in the realms of long-range transport, sustainable logistics, and interoperable high-end weaponry. However, it is probably even more important that key allies prepare for protracted and painful economic warfare by implementing a combination of offensive and defensive measures that collectively improve their resilience.

		 

		Reexamine economic tools and economic vulnerabilities. Many of the Trump administration’s tougher policies against Chinese actors who are seeking access to American and allied technology, while often debatable in their specifics, are generally sound. Indeed, they should become more systematic, with agencies such as the Committee on Foreign Investment in the United States (CFIUS) going beyond traditional mandates on foreign investment (and now joint ventures) to include assessments of such matters as supply-chain vulnerabilities. Indeed, CFIUS might even be renamed the Committee on Foreign Investment and Economic Resilience in the United States, with an expanded mandate to accompany the name change. It could be given the authorities to incentivize, or even mandate, a degree of supply-chain diversification for key products with national security significance as a hedge against excessive reliance on Russia or China.⁵

		 

		As suggested by Ely Ratner of the Center for a New American Security, Congress might also mandate that the executive branch produce a national economic security strategy that, in addition to diagnosing the nation’s economic vulnerabilities, would include recommendations to mitigate those vulnerabilities and track progress toward achieving those objectives.⁶

		 

		The United States needs to be careful about overusing sanctions on financial transactions, such as prohibitions on access to the SWIFT (Society for Worldwide Interbank Financial Telecommunications) bank communications system, for lower-grade problems. Otherwise countries will have incentives to create alternatives to SWIFT that could weaken American financial leverage and reduce U.S. options in a major crisis.

		 

		This strategy will work only if it is prepared in advance; it is time we got on with it.
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		All That Xi Wants

		 

		China Attempts to Ace Bases Overseas

		 

		LEAH DREYFUSS

		MARA KARLIN

		 

		The People’s Republic of China and the United States have taken remarkably different approaches to military bases overseas. In its post–World War II superpower glow, and throughout the Cold War facing a Soviet rival, the United States developed a robust architecture of military bases to project power. It fostered security and economic growth that benefited U.S. national security interests—and often those of other states as well.

		In contrast, Beijing is developing its international network of bases to maintain stability that will foster its own economic growth and interests. So far, its model does not meaningfully benefit other countries. It does not have the political opportunity that would allow it to do so, nor does it face the existential threat the United States did. Simply put, China is not yet building up a global network of bases to massively project power abroad or to attack the United States. Nonetheless, it is building a global footprint to protect its growing interests in a unique way—one that can still threaten U.S. interests.

		China’s initial forays into military basing abroad reflect its strategic priorities: continued economic growth and development, and stability that fosters such growth. China’s approach to foreign bases has been gradual, so as not to provoke others (namely the United States). Chinese debates regarding overseas bases date back at least twenty years, yet—setting aside the question of artificial islands in the South China Sea—China possesses only one foreign base.

		Western debates focus on whether China’s plans for foreign bases, the Belt and Road Initiative (BRI), and military modernization amount to a long-term strategy to encircle China’s competitors. To be sure, such an outcome is not inconceivable. Should China face real threats or find its flexibility severely hampered, it will likely retaliate. China’s actions do not suggest intentions to “spring a trap” on an unsuspecting world, but that world would do well to monitor those actions closely lest it tumble into dangerous complacency.

		 

		OVERSEAS BASING: THE U.S. APPROACH

		 

		The U.S. military’s global posture, an intricate system of forces, footprint, and agreements, took hold a century after the country’s founding. Competitors and adversaries throughout the Western Hemisphere triggered fears—about territorial security and U.S. interests overseas—and U.S. military posture grew accordingly.¹ Much of that early posture, particularly in Latin America, was mercantilist in emphasis and direction.

		By the early twentieth century, the military was increasingly operating worldwide. Despite fits and starts in subsequent decades, World War II prompted a fundamental reevaluation of military posture. Within a few years of its cessation, the U.S. military had bases or access to bases in fifteen countries.² Throughout the Cold War, its bases extended across Europe, Asia, and the Middle East. Some posture focused on ensuring access to oil and open waterways, while elsewhere it aimed to foster stability. The Cold War’s end prompted decreased overseas posture and somewhat of a return to garrison. The post-9/11 era has seen enhancements across the Middle East, Asia, and Africa, and a slow return to Europe.

		Today, the U.S. military’s global posture includes bases in nearly 100 different countries. It helps reassure allies and partners; deter adversaries and frenemies; and is operationally crucial to the American way of war, which seeks “away” games far from the homeland.³ In Asia and Europe, this approach is growing trickier even as a global posture remains important, since China and Russia invested in capabilities designed to target U.S. military advantages.⁴

		In Asia, the U.S. military has sought to increase its posture since 2012: “We will of necessity rebalance toward the Asia-Pacific region.”⁵ It has expanded its forces, footprint, and agreements across Asia to create a “more geographically distributed, operationally resilient, and politically sustainable”⁶ posture, while sending the most sophisticated military capabilities there and updating theater-relevant operational concepts.⁷ The June 2019 Defense Department’s Asia strategy redoubled this focus, declaring it “the single most consequential region for America’s future.”⁸

		 

		OVERSEAS BASING: THE CHINESE APPROACH

		 

		China has deliberately avoided an expansionist presence abroad since the Chinese Communist Party (CCP) came to power. In keeping with its military strategy of “active defense”⁹ and concerns about major war on its territory, China has focused military planning around homeland defense, prioritizing the People’s Liberation Army (PLA) and land capabilities—a legacy of 200 years of wars there.

		Only in recent decades has China focused on broadening capabilities across its services. Current reorganization and modernization efforts—aimed at what China calls “informationized warfare”¹⁰—emphasize maritime forces, with major investments in the People’s Liberation Army Navy (PLAN) and Marine Corps (PLANMC).¹¹ Notably, the latest Chinese defense white paper makes this explicit, underscoring for the first time “far seas protection,” thereby describing a strategic rationale for a Chinese blue-water navy.¹² China’s military reorganization into “theater commands”¹³ reveals its prioritization of a joint force capable of power projection and organized command and control over a growing set of challenges. While focus has continued on China’s near-periphery, coverage is expanding toward the Middle East, China’s largest source of crude oil.¹⁴

		Combined with the strategically defensive, operationally offensive concept of “active defense,” the principle of noninterference—one of Five Principles of Peaceful Coexistence characterizing Chinese foreign policy—has historically restricted Chinese pursuit of overseas bases.¹⁵ Chinese military leaders and scholars highlight China’s lack of overseas bases as indicative of its respect for other states’ sovereignty and its peaceful—not revanchist or imperialist—ambitions.¹⁶ Official white papers through 2000 affirmed China’s policy not to “station any troops or set up any military bases in any foreign country” nor “seek military expansion.”¹⁷

		As Chinese interests overseas expanded, discourse around noninterference and overseas bases in Chinese circles shifted.¹⁸ The past two decades witnessed more voices calling for reinterpretations of the principles to reflect current circumstances.¹⁹ With significant investments, personnel, and energy imports abroad, China recognized the need to reimagine overseas options to protect its growing interests.²⁰ Even the Chinese public supports expansion: nearly 90 percent of respondents in a 2009 poll answered “yes” when asked whether China should establish overseas military bases.²¹

		Short of formal basing, over the last decade China increased its out-of-area operations abilities. Following hiccups in evacuating citizens from Afghanistan and Pakistan in 2004 and Libya in 2011, China improved this capability, as demonstrated by its swift evacuations from Yemen in 2015.²² It participated in the Gulf of Aden counter-piracy coalition, increasing the military’s experience in extraregional operations.²³

		President Xi Jinping’s Belt and Road Initiative only accelerated the acceptance of overseas bases as a necessity: China’s 2015 Military Strategy white paper confirmed that “the security of overseas interests … has become an imminent issue.”²⁴ It stopped short of suggesting a complete policy reversal, but the opening of China’s first overseas base in Djibouti confirmed the transition. So far, China shows no signs of regret. The Ministry of Defense’s 2019 white paper cemented its commitment to overseas interests and basing, and its transformation from regional to global power. ²⁵ The paper highlights China’s overseas interests more than previous versions, and, perhaps inadvertently, refers to Djibouti as a base in the official English translation.²⁶

		 

		CHINA’S BASES: RUMORED AND REAL

		 

		After much speculation, the PLA Djibouti Support Base opened in 2017. China calls it a logistics facility, intended solely to support peacekeeping, counter-piracy, and humanitarian missions,²⁷ yet satellite imagery and unofficial reports indicate that it has more fulsome infrastructure.²⁸ Its location near a strategic oil chokepoint, the Bab al Mandab Strait, and the only U.S. base in Africa, Camp Lemonnier, suggest dual purposes of ensuring free-flowing oil while gathering intelligence on U.S. forces.²⁹ Equally as critical is the base’s role in protecting China’s economic expansion into Africa, in both human and financial capital.³⁰ China invested $34.7 billion across the continent, which hosts over 260,000 Chinese citizens.³¹ The Djibouti base is “a concrete manifestation of China’s new naval strategy of near seas defense, far seas protection.”³²

		These developments spurred conjecture about PLA plans for future bases. In 2017, Sri Lanka handed China a controlling stake in the Hambantota Port, plus a ninety-nine-year lease and 15,000 acres of land, in exchange for $1.1 billion in debt relief from BRI-related loans.³³ Though the agreement bars foreign military use of the port, it provides an exception should Colombo grant permission. China repeatedly claims its interests are exclusively commercial, but experts note that “the economic rationale for Hambantota is weak.”³⁴

		The most developed Chinese precursor base, the China-Pakistan Economic Corridor, is more than its name suggests. A Chinese state-owned enterprise operates Gwadar port, and China invested in a robust transportation system facilitating access. Paired with deepening Chinese-Pakistani military cooperation, this access could pay military dividends like refueling rights and landing access.³⁵ Given the strategic corridor Gwadar and the roadway system exemplify—facilitating access to India, Iran, and Afghanistan—China’s actions may reveal crasser aims.

		Rumored potential “bases” in Haifa, Israel and Ream, Cambodia reflect similar priorities: protecting BRI investments and ensuring free-flowing energy transports. By 2022, a Chinese state-owned enterprise will operate part of Haifa port near an Israeli naval base used by the U.S. Navy’s Sixth Fleet.³⁶ Haifa could be a foothold for protecting investments and collecting intelligence on the United States and Israeli militaries and espionage on high-technology Israeli industry.³⁷

		Buzz surrounding Ream indicates that China might acquire exclusive rights to part of a Cambodian naval installation, allowing base use for thirty years in exchange for building two new piers. Though the nearby airport is supposedly commercial, the sparsely populated surroundings and two-mile bomber-friendly runway hint otherwise.³⁸ A facility in Cambodia furthers China’s ability to manipulate neighboring economic partners, which it views as within its rightful sphere of influence.³⁹

		Rumors about other facilities reinforce China’s emphasis on “near seas defense, far seas protection” and protecting mainland territory.⁴⁰ Further bases may mitigate its vulnerability to strangulation attempts in key waterways like the Strait of Malacca. The past decade witnessed the development and militarization of South China Sea islands, extending its defensive periphery and bolstering natural resource claims.⁴¹ In 2018, Vanuatu denied it would allow China a foothold, let alone a military base, which would extend China’s eastern defensive periphery and complicate U.S. military movements.⁴² Reports in 2019 indicated an “initial presence” in Tajikistan, in addition to BRI investments across Central Asia. Both countries deny the presence—or talk—of Chinese bases, but evidence and Tajikistan’s strategic BRI location suggest otherwise.⁴³

		 

		(PLA)NS FOR THE FUTURE

		 

		In keeping with its noninterference and nonalignment policies, China will continue forgoing military alliances and bases in the traditional U.S. sense, instead seeking to develop partnerships that allow access to protect its interests. Partnerships rooted in economic relations enable China to establish soft footholds in investment-hungry countries, gradually building leverage to assert a stronger presence. They can then expand; as China’s defense minister told a group of foreign military leaders, the “BRI would provide a ‘framework’ for greater military cooperation.”⁴⁴

		This alternative to the U.S. basing approach capitalizes on lessons learned from the U.S. experience. China’s light-touch facilities and leasing agreements are quicker to build, easier to operationalize, drastically less expensive to establish and maintain, and effectively Chinese-owned. Should a host country consider reneging on an agreement, China has financial leverage to enforce compliance. Given the success thus far, it is unsurprising that Xi instructed the PLA to “steadily advance overseas base construction.”⁴⁵ Nevertheless, as tiffs over BRI projects in Malaysia demonstrated, compliance may not be as total as China wants.⁴⁶

		The priorities driving site selection for potential Chinese bases remain constant for now. Sustaining growth and development through energy imports and protecting investments and citizens abroad will explain new facilities, despite more internationally palatable claims. According to China’s Naval Research Institute, future sites may include Myanmar, Tanzania, and the Seychelles.⁴⁷ With military diplomacy activities surging, China’s overseas basing approach may become a cost-efficient model for other countries seeking to protect expanding interests.⁴⁸

		Nevertheless, observers should focus on a few considerations to assess China’s overseas basing trajectory. It may prop up sympathetic regimes through investment. It could face extraterritorial terrorists and respond with expansion. Its desire for access to distant locales like the Arctic may grow. The resource-ascendant PLAN may take advantage of its growth to push into new arenas. Potential U.S. efforts to limit the efficacy of Chinese anti-access/area-denial capabilities may make out-of-area operations more appealing. And, as its basing infrastructure grows, it may suffer the self-licking ice cream cone fate, insofar as forward-deployed bases are vulnerable and require other bases (or assets) for support.

		 

		POTENTIAL FLASH POINTS

		 

		Traditionally, the most worrisome flash point for the United States and China is Taiwan; however, the list is growing. South and East China Seas scenarios pose varied challenges based on geography, topography, and distance. Moreover, concern exists over what circumstances might ignite a conflict, how the parties might respond, and where the rungs on their escalation ladders lie.⁴⁹

		This list is not exhaustive as China’s presence burgeons beyond Asia. Personnel at its Djibouti base could intentionally or accidentally engage U.S. assets at Camp Lemonnier, or constrain U.S. access across the Horn of Africa.⁵⁰ Increasing cooperation with Israel, and Chinese investment in key dual-use institutions like the Haifa port, could lead to interference in U.S. Middle East operations.⁵¹ China could use its presence in Tajikistan to hinder or harm U.S. personnel or facilities in Afghanistan.⁵² Worryingly for U.S. military planners, this enhanced Chinese posture will make monitoring U.S. military movements cheaper and easier. Operationally, this means China will be better able to surveil U.S. assets; track U.S. ships, aircraft, and personnel; and interfere with these movements. Plainly, as the Chinese military gradually expands its global posture and hence its global reach, the number and nature of potential flash points increases.

		 

		LOOKING FORWARD

		 

		China’s evolving global military posture requires serious study. Regular assessments are critical to understanding the strategic and operational implications, particularly vis-à-vis regions or partners where the United States has been the primary external actor. While the Defense Department’s China military power report outlines the challenges an increasingly capable and active military presents, it would benefit from a retrospective on when, where, and how it has accurately—and inaccurately—assessed Chinese progress and intentions.⁵³

		Many steps that the U.S. military can take to enhance its Asia posture’s efficacy are well known, including the following:

		 

		Establishing more access agreements

		 

		Increasing bilateral and multilateral military exercises with allies and partners in the region (and including extraregional allies)

		 

		Building new and informal security frameworks when and where possible, such as facilitating military cooperation among various combinations of Japan, South Korea, India, and Australia

		 

		Deepening investments in and exercising and testing new operational concepts for a more distributed, capable, and resilient posture

		 

		Doubling down on key U.S. military advantages, such as undersea capabilities

		 

		Congress’s $6.9 billion Pacific Deterrence Initiative will catapult these efforts, as will continued close collaboration with allies and partners—absent pressure on them to publicly take sides.⁵⁴

		China’s approach to date merits serious monitoring, but it does not yet merit hysteria. Yes, China is expanding its military presence abroad concurrently with its broadening economic interests, but—as its leadership reiterates ad infinitum—it follows its own path of “peaceful” development. With an unofficial pact between the Chinese people and the CCP promising continued growth in exchange for one-party rule, forecasts of decelerating economic growth require China to look abroad for opportunities.⁵⁵ Xi recognizes this, throwing his full weight behind BRI proliferation, which provides not only growth opportunities but also the soft power benefit of positively predisposing other less-developed countries toward China.

		With such projects comes the need to protect human and financial investments, plus China’s international image. Building traditional bases would be expensive, time consuming, and a maintenance hassle—not to mention potentially at odds with Chinese principles; devising more agile arrangements that afford China the access and ability to protect its interests is not. China is leapfrogging the United States in its strategy, cutting straight to dual-use and public-private setups that are more economically and logistically efficient than America’s global network of military bases. Nonetheless, as Chinese influence and power grow, China’s approach will be tested by cold geopolitical realities. Though Beijing seems intent on avoiding the challenges faced by the U.S. global network of bases, it may find itself facing similar—or even more difficult—challenges in the twenty-first century.
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		THE GLOBAL ECONOMY

		 

		How Is China’s Rise Reshaping Global Economic Institutions and Affecting Progress on Goals Like Poverty and Climate?

		

	
		28

		 

		Reluctant Player

		 

		China’s Approach to International Economic Institutions

		 

		DAVID DOLLAR

		 

		China has been an active participant in the international economic institutions, namely the World Trade Organization (WTO), the International Monetary Fund (IMF), and the World Bank. China has generally lived up to its commitments in these institutions, but it has been reluctant to take on the stronger responsibilities that fall on developed countries. China’s insistence on being treated as a developing country is a main source of tension in its economic relations with the advanced economies. A further area of tension is that China’s bilateral economic relations with other developing countries do not always meet global standards and norms. From an institutional point of view, it is a problem that China is not a member of the Government Procurement Arrangement within the WTO, the Paris Club of official creditors, or the Development Assistance Committee.

		Much of America’s concern with China’s role in the world is related to this partial integration of the country into the global economic institutions. To change China’s behavior and bring its practices into line with advanced-country norms would require recognition that China deserves greater say in the international economic institutions in return for greater responsibility.

		 

		CHINA HAS BEEN AN ACTIVE PARTICIPANT IN INTERNATIONAL ECONOMIC INSTITUTIONS …

		 

		In the case of the WTO, China has become a very active member since joining in 2001. Between 2006 and 2015, more than a quarter of the WTO caseload involved China as a complainant or as a respondent.¹ Only the United States and the European Union had more active cases over the period. Furthermore, in general, when China has lost cases it has changed the necessary laws and regulations and complied with the ruling, though not always as expeditiously as complainants had hoped.

		However, China presents a number of unique challenges for the trading regime. Since the Great Recession, WTO litigation has increasingly taken on a dynamic of the United States, the EU, and Japan versus China. Between 2009 and 2015, China-related cases accounted for 90 percent of the cases brought by the four big economies vis-à-vis each other. Increasingly, the United States, EU, and Japan join together against China.²

		The problems arise from the dualistic nature of the Chinese economy. While the economy is often characterized as state dominated, private enterprises are at the heart of China’s dynamic growth. Traditionally, most exports have come from foreign-invested firms. Recently most of the value added in China’s exports has come from the domestic private sector as value chains have lengthened in China. State enterprises dominate in fields such as heavy industry and especially services—finance, telecom, and logistics. These characteristics make it difficult to determine certain legal issues under WTO rules—such as whether a firm is associated with the state, or how to characterize the overall form of China’s economy. These elements also pose issues for certain activities that fall outside the scope of the WTO’s present disciplines. It is difficult, for example, for the WTO to deal with investment restrictions, forced technology transfer, and intellectual property theft.

		China’s relationship with the IMF has changed remarkably in recent years. In the mid-2000s, China allowed its currency to become undervalued and its current account surplus to balloon above 10 percent of gross domestic product. The U.S. Department of the Treasury put pressure on the IMF to highlight the issue of global imbalances and currency misalignment. China had very large trade surpluses and an undervalued currency for four years, from 2005 to 2008, after which the authorities allowed the yuan to appreciate and made other policy changes that eliminated the large surpluses.³ This is a good example of China adapting to global norms.

		Since that time, the China-IMF relationship has evolved into a close partnership. As attention shifted away from the exchange rate, starting around 2009, the IMF focused its China program more on financial supervision with a series of welcome technical interventions and policy advice.⁴ Quota reform in the IMF, pushed by the United States, shifted shares toward emerging markets, especially China. While China has gained quota share in the IMF, its share still lags far behind its weight in the world economy.

		Turning to the multilateral development banks, China has had a long and positive relationship with the World Bank, starting with a famous meeting between Deng Xiaoping and (former president of the World Bank Group) Robert McNamara in 1980. Deng told McNamara that China would modernize with or without World Bank assistance, but it would do so more rapidly with the assistance.⁵ For many years China was the largest borrower.

		More recently, China has become an important donor to the concessional window of the World Bank, which finances the poorest countries, mostly in Africa. At the most recent replenishment in December 2019, China was the sixth-largest donor behind the United Kingdom, Japan, United States, Germany, and France and ahead of G7 members Canada and Italy.⁶ While China’s relationship with the World Bank has largely been positive, it does have criticisms of the Bank’s shift away from infrastructure and growth and of its slow preparation times and costly bureaucracy. China established the Asian Infrastructure Investment Bank (AIIB) as a new multilateral development bank, one that has attracted over 100 members and is off to a good start, working closely with the existing development banks.

		 

		… BUT CHINA HAS BEEN RELUCTANT TO TAKE ON THE SAME RESPONSIBILITIES OF RICH COUNTRIES

		 

		While China is an active player in global economic institutions, it has been careful to define itself as a developing country and to avoid taking on the responsibilities of rich countries. This approach is somewhat understandable as China has a GDP per capita around one-sixth of the U.S. level.⁷ However, given the size of its population, China has the second-largest economy in the world and is likely to overtake the United States in 15–20 years. It is hard to imagine solving global economic problems without China taking on more responsibility.

		Examples of China’s reluctance to take on new responsibilities abound in every domain. In the IMF, for example, China has resisted capital account convertibility so that it can manage capital inflows and outflows and the level of its exchange rate. The IMF in 2016 made a forward-looking decision to include China’s yuan in its basket currency, the Special Drawing Right, but it is odd to have a reserve currency that is not freely convertible.

		In the WTO, China has dragged its feet on its commitment years ago to join the Government Procurement Arrangement, a club of countries that have opened up government procurement markets to each other. China is also reluctant to see the WTO take on new issues such as cross-border data flows, intellectual property rights (IPR) protection, subsidies, and investment.

		The previous section noted that China is the sixth-largest donor to the World Bank’s concessional window. But it has positioned itself carefully; for this replenishment it gave $1.2 billion, compared to the U.S. contribution of $3 billion.⁸ China’s economy is two-thirds of the U.S. economy, so a proportionate contribution would have been $2 billion. China is by far the most generous of developing countries, but it does not want to be expected to meet the obligations of rich countries. (Russia, incidentally, gave nothing.) China has similarly been reluctant to join the Development Assistance Committee (DAC), which sets standards for transparency of foreign aid, or the Paris Club, which coordinates official debt reschedulings. One issue is that the Paris Club and the DAC are linked to the Organization for Economic Co-operation and Development (OECD), which defines itself as a club of democracies. The solution seems straightforward: delink the Paris Club and the DAC from the OECD because the issues they address now involve other important countries beyond the advanced democracies.

		 

		CHINA’S BILATERAL RELATIONS UNDERMINE ITS GLOBAL CONTRIBUTIONS

		 

		In addition to China’s reluctance to take on greater responsibilities, its extensive bilateral economic relations often undermine its global contributions. The clearest example is in development finance. It is a major contributor to the World Bank’s concessional window, has started the AIIB, and supports the IMF’s debt sustainability approach. At the same time, through its Belt and Road Initiative, it is lending $40–$50 billion per year to developing countries for projects in transport and power infrastructure. While the financing amount is large, the terms are largely commercial. The whole effort lacks transparency in terms of selection of contractors, amounts lent, detailed terms, and environmental and social sustainability.

		The Center for Global Development (CGD) ranks donor countries along various dimensions in terms of their policies contributing to development. On development finance, CGD ranks China last of forty countries because its finance is opaque and nonconcessional.⁹ The implication of nonconcessionality is hitting home during the coronavirus pandemic: half of China’s big clients in Africa are in debt distress or at high risk of debt distress, according to the IMF.¹⁰ On the positive side, China joined the G-20 plan for a moratorium on debt payments by the poorest countries during 2020.¹¹ This is just a small first step, however, as a lingering global recession will probably require debt relief beyond this initial moratorium.

		 

		CONCLUSIONS AND RECOMMENDATIONS

		 

		The current situation is characterized by China deeply imbedded in the global economic system as a developing country, reluctant to take on the responsibilities of a rich country, and conducting bilateral relations that often run counter to global norms. This situation is unsustainable, as the United States demands more of China and, at the same time, is reluctant to cede it any influence on the global stage.

		The long-run solution is clear: China and other developing countries should receive more weight in global economic decisionmaking in return for greater consistency of their policies with global rules and norms. With greater influence, China and others will have more say on what those global rules and norms are. Concretely, this would involve changes such as increasing the voting share for these countries in the IMF and World Bank; reconfiguring (and renaming) the Paris Club as a global group of official creditors rather than a club of rich countries; de-linking the DAC from the OECD; and refocusing a new WTO round on the modern issues of cross-border data flows, IPR protection, investment, and subsidies.

		Right now it is hard to imagine the United States leading such an initiative. The United States is engaged in trade wars in all directions. Washington needs to repair relations with allies, starting with the removal of self-destructive tariffs. The harder negotiation will be with China, starting from the worst relations that the two countries have had in forty years. The United States should negotiate to eliminate the tariffs aimed at China in return for specific market-opening moves, as well as put on the table an increase in China’s voting shares in the Bretton Woods institutions in return for reforms of the Belt and Road Initiative. Both sides will have to be willing to compromise in order to have any chance of success. Without forward progress on China’s integration into the global economic system, it is hard to see how the two sides will avoid a spiral into increased economic conflict.
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		The Renminbi’s Prospects as an International Currency

		 

		ESWAR PRASAD

		 

		China’s economy is now the second largest in the world and a key driver of global growth. But the prominence of its currency, the renminbi, is not commensurate with its weight in the world economy. As a result of measures taken by the Chinese government, the renminbi has certainly made some progress as an international currency over the last decade, although this progress has leveled off in the latter half of the decade. It is likely that the renminbi will gradually become a more significant player in international financial markets, yet its full potential will remain unrealized unless the Chinese government undertakes a broad range of economic and financial system reforms. In the long run, what the renminbi’s ascendance means for the global financial system depends, to a large extent, on how China’s economy itself changes in the process of elevating its currency.

		Around the year 2010, the Chinese government began to promote the international use of the renminbi. This put the currency on a path to what seemed to be an inexorable rise to global dominance. The renminbi quickly became the fifth most important currency in international payments (behind the U.S. dollar, the euro, the Japanese yen, and the British pound sterling).¹ In 2016, the International Monetary Fund (IMF) included the renminbi in an elite basket of currencies that represent the institution’s Special Drawing Rights (SDR), making it an official reserve currency.² Since then, however, the renminbi’s progress has stalled. The renminbi’s share of international payments has fallen below 2 percent,³ and the share of global foreign exchange reserves held in renminbi-denominated assets has plateaued at about 2 percent.⁴ Other quantitative indicators of the currency’s use in international finance, including trade settlement in the currency and issuance of renminbi-denominated bonds offshore, all point to signs of a stalling of the currency’s advance as an international currency.

		After a hiatus during the mid-2010s, when a surge of capital outflows put the renminbi under severe depreciation pressures, the government has recently resumed progress on policies to promote the currency’s international use. It has resumed removing restrictions on capital inflows and outflows in a controlled and gradual manner. Chinese stock and bond markets are now largely open to foreign investors. At the same time, there are now many channels available for Chinese households, corporations, and institutional investors that wish to invest some portion of their investments in foreign markets. China has promoted renminbi availability outside its borders, including approving more than 15 offshore trading centers where transactions between renminbi and other currencies can be conducted. The government has also set up a payment system to facilitate commercial transactions between domestic and foreign companies using renminbi rather than more widely used currencies, such as the dollar and the euro. These measures have helped the internationalization of the currency. This term signifies its greater use in denominating and settling cross-border trade and financial transactions—that is, its use as an international medium of exchange.

		A different aspect of a currency’s role in international finance is its status as a reserve currency, one that is held by foreign central banks as protection against balance of payments crises. Even though the IMF has officially anointed the renminbi as a reserve currency, financial market participants’ views are more important in determining a currency’s status. The renminbi’s status as a reserve currency has been impeded by the Chinese government’s unwillingness to free up its exchange rate, allowing the currency’s external value to be determined by market forces, and to fully open the capital account. Moreover, China’s financial markets remain limited and underdeveloped, with a number of constraints, such as a rigid interest rate structure.

		China is now in the process of rolling out its central bank digital currency—the Digital Currency/Electronic Payment (DCEP).⁵ The DCEP by itself will not be a game changer for the renminbi’s role in global finance. For all the hype about DCEP, China’s Cross-border Interbank Payments System is a more important innovation that makes it easier to use the currency for international transactions. This payments system also has the ability to bypass the Western-dominated SWIFT (Society for Worldwide Interbank Financial Telecommunications) messaging system for international payments. As the renminbi becomes more widely used, other smaller and developing countries that have strong trade and financial links with China might start to invoice and settle their trade transactions directly in that currency. The DCEP could eventually be linked to the cross-border payments system, further digitizing international payments.

		However, the DCEP by itself will make little difference to whether foreign investors see the renminbi as a reserve currency. That will require significant reforms on a variety of fronts, including financial market development and openness. The required reforms are very much in China’s own interests as it tries to create a foundation for sustained and balanced growth. For instance, China’s government and corporate debt securities markets are quite large but still seen as having limited trading volume and weak regulatory frameworks. Strengthening its financial markets is important both for China’s own economic development and for promoting the international role of its currency. A more comprehensive and robust regulatory framework would also help build confidence in China’s financial markets.

		Finally, there is the question about whether the renminbi can realistically aspire to the status of a “safe haven” currency. Such a currency is one that investors turn to for safety during times of global turmoil, rather than for diversifying their stores of assets denominated in foreign currencies or seeking higher yields on their investments. History suggests that a country seeking this status for its currency must have a sound institutional framework—including an independent judiciary, an open and transparent government with institutionalized checks and balances, and robust public institutions (especially a credible central bank). These elements have traditionally been seen as vital for earning the trust of foreign investors, both private as well as official, including central banks and sovereign wealth funds.

		Although the Chinese leadership is pursuing financial liberalization and limited market-oriented economic reforms, it appears to have repudiated political, legal, and institutional reforms. In short, while the renminbi has the potential to become a significant reserve currency, it is unlikely to attain safe haven status in the absence of far-reaching reforms to China’s institutional and political structures. Under the present regime, the prospects of such changes are dim.

		What implications does the renminbi’s rise have for the configuration of the international monetary system, especially the dollar’s dominance? Any gains the renminbi has made in recent years, both as a payment currency and as a reserve currency, have come mostly at the expense of currencies such as the euro and the British pound sterling. Even when the IMF inducted the renminbi into the SDR basket of currencies, its weight of 10.9 percent came largely at the expense of the other currencies in the basket—the euro, the pound sterling, and the Japanese yen—rather than the dollar. There seems little prospect of the renminbi’s growing prominence having a significant impact on the dollar’s status as the dominant payment and reserve currency.

		To sum up, the renminbi is on its way to eventually becoming a more widely used currency in international trade and finance. So long as China continues to make progress on financial sector and other market-oriented reforms, it is likely that the renminbi will become a more important reserve currency within the next decade. For the renminbi to become a safe haven currency, however, would require not just economic and financial reforms but also significant institutional reforms.
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		China’s Digital Services Trade and Data Governance

		 

		How Should the United States Respond?

		 

		JOSHUA P. MELTZER

		 

		China is the world’s second-largest digital economy, second only to the United States, and leads the world in the value of many digital applications, including e-commerce and mobile payments. This extensive online activity by Chinese netizens also provides huge amounts of data that can be used to train artificial intelligence (AI) algorithms. China’s digital economy and the importance of data and digital services are also intertwined with its manufacturing activity and the centrality of China in global value chains (GVCs), providing enormous scope to export digital services as inputs in manufactured products.

		Yet China remains largely closed to foreign competition, with restrictions on digital services imports, a heavily restricted and regulated internet that requires data to be localized, and limited access to online information. These limits to foreign competition stand in contrast to China’s outward-focused efforts to shape the international environment and the development of norms and rules affecting data governance consistent with its domestic approach. This includes in international standard-setting bodies, through its support for broadband connectivity and smart cities as part of its Digital Silk Road (DSR) and broader Belt and Road Initiative (BRI).

		These Chinese efforts abroad and restrictions domestically are harmful to U.S. interests. The United States has been leading efforts supporting an open internet, particularly through its development of digital trade commitments and support for similar efforts in the G20 and Organization for Economic Cooperation and Development (OECD). However, more is needed to effectively counter China’s efforts globally, including as part of its DSR, or risk an internet bifurcated between the United States and China, with security and economic consequences for the United States and its allies.

		 

		HOW BIG IS CHINA’S DIGITAL ECONOMY?

		 

		China’s digital economy is large and growing. Based on an OECD taxonomy, figure 30-1 shows that China’s digital economy was around 6 percent of gross domestic product in 2018, compared to around 7 percent in the United States, 8 percent in Japan, and 10 percent in Korea.

		However, in absolute terms China has the world’s second-largest digital economy, second only to the United States. Moreover, China has particular digital strengths. For example, China accounts for 40 percent of global e-commerce transactions, larger than the value of France, Germany, Japan, the United Kingdom, and the United States combined.¹ The transaction value of China’s mobile payments in 2016 was $790 billion, eleven times that of the United States, the next largest market. When it comes to AI, China overall trails the United States but leads in specific applications, such as facial recognition.² This range of digital activity drives extensive online activity that generates enormous quantities of data which can be used to train AI algorithms.

		 

		Figure 30-1. China’s Digital Economy
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		Sources: OECD, Natixis.

		 

		DIGITAL SERVICES, DATA, AND MANUFACTURING

		 

		Much of what drives China’s digital economy—the data and key digital technologies—are digital services. In fact, the digital economy is largely about digital services and includes cloud computing, AI, blockchain, and data analytics to derive better business insights, manage supply chains, and enable digital payment, as well as the online delivery of professional services, retail, education, and health care.

		Understanding the scope of China’s digital services exports needs to account for the role of digital services as important inputs into manufacturing exports. In some areas of manufacturing, such as automobiles, the digital services component (including software, sensors, and AI) provides much of the value-add and is where competition is most fierce. In fact, McKinsey estimates that by 2030 up to 30 percent of automotive manufacturers’ revenues will come from services offering.³ China’s growth in using digital services in manufacturing is part of a broader push by China into advanced manufacturing, which includes leading the world in its use of robots, where China holds one-third of global stock, over twice that of the United States.⁴

		Chinese companies are also dominant in the supply of 5G hardware, which will also affect growth in data-driven services. By one measure, Huawei owns the largest share of standard essential patents on 5G.⁵ 5G will bring high speed connectivity to the edge of the network, reducing latency and increasing speed.⁶ This will enable the Internet of Things (IoT) and edge computing, and support a range of new applications, content, and businesses, such as augmented reality and autonomous delivery systems. Cisco estimates that the number of devices connected to the internet will be 30 billion by 2023, half of these being machine-to-machine connections, including connected factories, home devices, and cars.⁷ 5G will also impact the development of global value chains and the role of digital services as 5G and associated technologies expand the capacity of business to collect data from things in real time, analyze the data, and develop business solutions along supply chains.⁸ 5G will affect Chinese growth in digital services. In part as China rapidly installs 5G domestically, Chinese entrepreneurs will have a head start over their Western competitors developing new data-driven business models that 5G will enable with opportunities to get to market first. And where network effects create winner-take-all outcomes, potentially new and dominant tech companies.

		 

		CHINA’S DIGITAL SERVICES IN GVCs

		 

		China is also expanding its digital services exports and data governance more generally through its role as a central hub in GVCs and the BRI.

		China is a central player when it comes to information and communication technology (ICT) goods exports as part of global supply chains. For instance, China accounts for 32 percent of global ICT goods exports (11 percent in value-added terms—reflecting China’s position in GVCs), and around 6 percent of ICT services exports. However, these figures understate the importance of China’s digital services exports because they fail to account for services as value-added inputs into manufacturing and export—often in the context of GVCs.⁹ This growth of services in manufacturing GVCs has contributed to services exports growing faster than goods exports.¹⁰ The World Trade Organization (WTO) estimates that services account for 30 percent of the value of China manufactured exports in 2015, which is a 19 percent growth in services value added since 2005.¹¹ The trends toward using services and data in GVC point to the broader servicification of manufacturing, another development that China is driving and is well positioned to take advantage of.¹²

		 

		THE DIGITAL DIMENSION TO BRI

		 

		China is also expanding its digital services and approach to data governance through the development of a Digital Silk Road (DSR), which aims to expand internet infrastructure, promote e-commerce, and develop common internet technology standards among participating countries.¹³ China’s March 2015 white paper made digital connectivity a top priority. As of 2019, China had invested over $80 billion in digital DSR projects, including fiber-optic cables. China is also building data centers, which Beijing has called a “fundamental strategic resource.”¹⁴ These developments are integrated with other BRI initiatives, including smart cities, ports, and space systems.¹⁵ Each of these developments creates new opportunities for China to expand access to data and integrate DSR countries into a broader digital ecosystem centered around China.¹⁶

		 

		CHINA’S GOVERNANCE OF DIGITAL SERVICES AND DATA

		 

		China’s regime for governing digital services and data is based around a relatively closed domestic market for digital services alongside restrictions on cross-border data flows, including access to information. This closed market helps underpin Chinese support for national champions, including by preventing access by Chinese citizens to their U.S. competitors. The extent of Chinese control over data and access to information led former Google CEO Eric Schmidt to foresee the single global internet bifurcating into a U.S.- and China-led internet.¹⁷ This could also include different standards and frequencies for 5G. Indeed, both the United States and China have identified leadership in 5G standards as a key element to securing their version of 5G.¹⁸ The risk for the United States of a bifurcated internet is further heightened by China’s efforts to shape the international environment to support its vision of data governance and digital services exports.

		 

		Restricted Domestic Market for Digital Services

		 

		China maintains a relatively restricted market for digital services. The OECD digital services trade index in figure 30-2 shows barriers affecting trade in digitally enabled services categorized into five policy areas: infrastructure and connectivity, electronic transactions, payment systems, intellectual property rights, and other barriers. The higher the score, the greater the restrictions. As can be seen, among the countries listed, China is most restrictive when it comes to digital service across all metrics. China is also most restrictive when it comes to telecommunications services.¹⁹

		These restrictions are paired with domestic policy aimed at dominating emerging technologies. This includes industrial policies, such as the National Medium and Long-Term Science and Technology Development Plan Outline (2006–2020), which calls for China to become an innovation-oriented society by the year 2020 and a world leader in science and technology by 2050, based on developing capabilities for indigenous innovation. The Made in China 2025 initiative launched in 2015 is a ten-year plan for China to achieve 70 percent self-sufficiency in strategic technologies, such as advance information technology, robotics, aircraft, new energy vehicles, new material, and biotechnology. Similar industrial policies are also being implemented at the sub–central government level.²⁰

		 

		Figure 30-2. China’s Digital Services Trade Regulation Are the Most Restrictive
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		Note: The indices take values between zero and one, one being the most restrictive. Scale adjusted to 0.6.

		 

		Source: OECD Digital STRI database (http://oe.cd/stri-db).

		 

		Restrictions on Cross-Border Data Flows

		 

		China also employs the most extensive restriction on access to and use of data, including data localization requirements and restrictions on movement of data across borders, further restricting opportunities for digital services trade. Figure 30-3 shows the number of data flow restrictions and compares that with other economies within the Asia-Pacific Economic Cooperation (APEC).

		 

		Figure 30-3. China Has the Largest Number of and the Most Data Flow Restrictions in Asia-Pacific Economic Cooperation
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		Source: Joshua P. Meltzer, 2020, “How APEC can address restrictions on cross-border data flows,” https://ab46bb92-a539-4d61-9a28-f77eb5f41c00.usrfiles.com/ugd/ab46bb_830a70b4f8dc4508a38d3e480ffa9cb2.pdf.

		 

		China’s most restrictive cross-border data flow regulations are around security, internet access, and control and financial flows and services. Such data flow restrictions include China requiring banks and insurers to localize data and China’s data localization requirements under its cybersecurity law. In addition to restricting data flows, which affects access for digital services, these regulations could be used to require access to companies’ source codes and intellectual property under the guise of national security, which could be used by Chinese companies to compete against U.S. and other companies.²¹

		 

		Shaping the International Environment to Suit Chinese Interests

		 

		China is affecting the market for digital services and the uptake globally of Chinese data governance practices by influencing international norms and rules and by creating facts on the ground, such as by leveraging the DSR and access to China’s internal market.

		A key area where China is working to develop rules and norms that will affect growth for China’s digital services trade is by shaping international standards to suit Chinese companies and technologies.²² Chinese companies and officials engage across standards-setting organizations and forums, including the 3GPP (3rd Generation Partnership Project), which is responsible for 5G standards, and in the International Telecommunication Union (ITU), where China is working to develop standards that suit its technological ambitions, such as in areas of facial recognition and IoT.²³ This includes placing Chinese officials in senior positions in the ITU and supporting participation of Chinese engineers in technical working groups.²⁴ Chinese-specific standards are also being normalized through the DSR as investments in connectivity, smart cities, and data centers, which come with Chinese standards.²⁵

		 

		HOW SHOULD THE UNITED STATES RESPOND?

		 

		The United States has already responded in part. It is developing new digital trade rules in free trade agreements supporting the free flow of data and further services trade liberalization. The United States is also pushing for data flow commitments in the WTO e-commerce negotiations.²⁶ In the G20, the United States has worked with leaders on statements regarding data flows and digital trade, yet these G20 outcomes have been limited by G20 members China, India, and Russia.²⁷

		The United States continues to work on developing international standards. As noted, however, China’s strategic engagement with international standards bodies, including the resources China brings to bear, suggests that the United States needs to revisit its approach to standard setting, including allocating increased resources and political capital to ensure that international standards are technically optimal and support open and competitive markets.

		U.S. efforts to address Huawei’s engagement in 5G are well documented. Tom Wheeler has suggested that another way of addressing Huawei’s proprietary edge in 5G equipment is to support open standards for 5G.²⁸

		The United States is also working with allies on broader data governance issues around specific technologies, such as through the Global Partnership on Artificial Intelligence and developing OECD principles on AI. These efforts strengthen normative expectations that markets remain open and competitive.

		However, more is needed from the United States. Any approach to addressing the challenges China presents on digital services trade and data governance will require a coordinated approach with allies as well as more attention domestically to the regulatory issues that drive data flow restrictions.²⁹ On the international front, the United States should work with like-minded countries on a comprehensive approach to data governance that could also draw in market access issues around data flows and access to digital services. This could involve some combination of more robust common international standards and development of interoperability mechanisms that support data flows and achieving domestic regulatory objectives, such as privacy and cybersecurity.³⁰

		In parallel, the United States needs more comprehensive domestic regulation on various data and tech issues, particularly federal privacy regulation. This is needed to address concerns among allies, especially the EU with respect to online privacy. Progress here could lead to better alignment and ambition among U.S. allies on other U.S. data governance priorities. More broadly, the traditional reliance of the United States on industry self-regulation has left the U.S. government with an absence of robust regulatory models around data governance that can serve as a guide to other countries looking to understand how to shore up trust in online activity while also benefiting from the economic and trade opportunities of cross-border data flows. The lack of any such U.S. regulatory models has provided space for China’s approach to gain traction, pulling these countries closer into the digital sphere that China is carving out for itself, including all the concomitant emphasis on data restrictions and data localization that act as barriers to trade in digital services.
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		China’s Influence on the Global Middle Class

		 

		HOMI KHARAS

		MEAGAN DOOLEY

		 

		Around 1950, over 90 percent of the global middle class resided in Europe and North America; the United States alone was home to almost 40 percent of the middle class. So it is not surprising that a middle-class lifestyle became synonymous with achieving the American Dream. The middle class consisted of those with the aspirations and means to own a home and a car, take an annual vacation, send their kids to college, and achieve reasonable health and retirement security. The middle class valued hard work, education, thrift, and determination as pathways to this lifestyle—individualistic attributes that could flourish in a democracy.

		This American model was so successfully developed in Western economies and Japan that by 1978 about 1 billion people in the world had become middle class, according to at least one definition.¹ Coincidentally, 1978 also marked the year when Deng Xiaoping visited Malaysia, Thailand, and Singapore and then announced that China would henceforth pursue an “Open Door” policy to encourage foreign investment to help transform China’s economy—the start of the development of China’s middle class.

		Since that time, China has impacted the global middle class through its size and numbers, its increasing ability to set new middle-class trends, and its challenge to the values and attributes of what belonging to the middle class really means.

		 

		THE NUMBERS GAME

		 

		As is true on so many economic issues, the immediate impact of China on the middle class has been in terms of numbers. We measure the size of the middle class here following the methodology laid out in a 2010 working paper by one of us, Kharas, as those individuals spending $11 to $110 per person per day in 2011 purchasing power parity (PPP) terms.² This metric, an absolute definition, allows us to compare numbers across countries and over time in a consistent way.³ The Chinese are relative latecomers to the global middle class. Although China’s economy has grown rapidly for many years now, Chinese households receive a very low share of national income and so did not have the income to achieve a middle-class lifestyle until quite recently—around 2010, household consumption was just 36 percent of GDP, compared to 68 percent in the United States. So the absolute number of Chinese middle-class consumers was quite small. In fact, in 2006, when the Chinese middle class started to explode, less than 10 percent of China’s population was probably middle class—perhaps 90 million people compared to well over 200 million in the United States.

		In the ensuing years, however, China has been adding an average of 60 million people to its middle class every year. By 2016, most Chinese could be classified as middle class—some 730 million of them. This mirrors findings in a recent McKinsey report, which estimates that 730 million people in urban areas in China in 2018 fell into the income categories of “aspirants” and “affluents” (roughly corresponding to our definition of middle class).⁴ (Rural China is still largely poor.) Part of the growth in China’s middle class comes from job creation—an estimated 7.7 million per year, according to the Chinese Academy of Social Sciences.⁵ But the vast majority of the growth is driven by higher wages as workers shift to more productive jobs.

		There are other indicators of China’s rapidly growing middle class. China has become the world’s largest car producer, accounting for one-third to one-half of all global sales.⁶ China is the world’s largest smartphone market, accounting for 20 percent of Apple’s iPhone sales as well as providing a large home market for domestic Chinese brands. Chinese citizens took 300 million vacation and business trips in 2019; 166 million of these trips were abroad and 140 million were within China.⁷

		Already, China has the largest middle-class consumption market segment in the world (table 31-1). The global middle-class market is massive—over $41 trillion in 2020 measured in PPP terms. Of this total, Chinese middle-class consumers were on track to spend $7.3 trillion in 2020. Of course, each individual middle-class consumer in the United States spends more than the Chinese counterpart on average, but the sheer numbers of the Chinese middle class make its market size larger. And the gap between China’s middle-class market size and that of other countries is only set to expand as China continues to enjoy more rapid economic growth than any other major economy, a gap accentuated by the seemingly limited impact of COVID-19 on the Chinese economy compared with that of other countries.

		The growth in China’s middle-class consumption on a global scale is exceptional by historical standards. Other countries have also increased their share of the global middle-class market, starting with the United Kingdom, where the middle class was launched by the Industrial Revolution, followed by the United States, and later on, Europe and Japan. However, none of these episodes has been as dramatic as China’s rise. As figure 31-1 shows, China is still in its most expansionary phase, and by the time it is over in 2027 it will have raised its share of global middle-class consumption by almost 20 percentage points. At this point, an estimated 1.2 billion Chinese will be in the middle class, one-quarter of the global total.

		 

		Table 31-1. Top 10 Countires by Total Middle-Class Expenditures in 2020 (Trillions, 2011 PPP)

		 

		
			
				
				
			
			
					Country
					Middle class expenditures
			

			
					China
					$7.30
			

			
					United States
					$4.70
			

			
					India
					$2.90
			

			
					Japan
					$2.00
			

			
					Russian Federation
					$1.60
			

			
					Germany
					$1.50
			

			
					Indonesia
					$1.20
			

			
					United Kingdom
					$1.10
			

			
					Brazil
					$1.10
			

			
					France
					$1.00
			

		

		

		 

		Source: Authors’ calculations based on methodology in Kharas 2010 and using International Monetary Fund June 2020 GDP estimates.

		 

		Figure 31-1. Biggest Change over 20 Years in Share of Middle-Class Consumption Expenditures, PPP
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		Source: Maddison Historical Statistics; International Monetary Fund; author calculations.

		 

		FROM COPYING TO TREND-SETTING

		 

		The initial phase of China’s middle-class expansion copied Western trends in many ways. It was defined by increased spending on consumer durables like cars and appliances, preferences for upgraded quality, and expanded homeownership.

		However, China has moved beyond copying the model of middle-class growth in other countries and is now setting global trends. China has emerged as a leader in e-commerce, fintech, and social networking platforms, driven by tech giants like Alibaba and Tencent. Fintech innovations have transformed the way consumers make purchases and interact with vendors.

		China now accounts for 40 percent of global e-commerce transactions and is seeing exponential growth (figure 31-2). Online sales account for 15 percent of total retail sales in China, compared with 10 percent in the United States.⁸ The Chinese middle class has leapfrogged from using cash as a dominant form of payment to using mobile money on platforms like Alibaba and WeChat. There are now over 1 billion users on each of these platforms, and 90 percent of Chinese consumers rely on mobile money as their primary form of payment.⁹

		 

		Figure 31-2. Mobile Payment Transaction Volume
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		Source: The Brookings Institution, reprinted from Aaron Klein, “China’s digital payments revolution.” Data from People’s Bank of China, Caixin Data, CEIC.

		 

		In addition, fintech is changing the ecosystem of small and medium-sized enterprise (SME) finance in China. Credit card processing fees cost American small businesses an average of 2 percent of gross sales.¹⁰ Alipay and WeChat Pay, on the other hand, have no transaction fees on purchases made within their digital commerce platform, and a 0.1 percent fee on outside transfers.¹¹ Fintech is also opening credit and financing options for SMEs. Only 20 percent of SMEs in China have borrowed from a formal financial institution. Banks have traditionally not lent to SMEs due to perceived credit risk, though the government is working to incentivize greater SME lending.¹² E-commerce and fintech players are entering the lending space and using new digital tools to improve risk assessments. MYbank (backed by Alibaba) and WeBank (backed by Tencent) are using real-time transaction data, social network and behavioral data from social media, and machine learning to come up with their own credit scores to assess loan eligibility. Fintech players are thus able to offer loans almost instantly to firms that may have been unable to access credit before, due to limited or poor credit history. These platforms have now lent to over 10 million SMEs, with a nonperformance rate of just 1 percent. Fintech credit reached $543 billion globally in 2017, $170 billion of which came from tech players like Alibaba and Tencent.¹³

		Based on the changing nature of the economy that these platforms have enabled, the Chinese leadership is trying to encourage mass entrepreneurship and innovation as a driver of economic growth, jobs for graduates, and quality upgrading.¹⁴ If successful, this will change the nature of the middle class, from “salaryman” to “small businesswoman,” from a risk-averse worker to a risk-taking, creative, independent gig contractor.

		 

		THE CHALLENGES AND COSTS OF CHINESE MIDDLE-CLASS EXPANSION

		 

		As China’s middle class grows, it poses three challenges and costs for others around the world. First, can the world sustain such a large consumer class within the boundaries set by the planet’s natural resources? Second, does China’s middle class pose a competitive threat to the middle class elsewhere, or is it a positive force promoting global growth? Third, how will the politics of China’s new middle class play out?

		 

		Planetary Boundaries

		 

		Consumerism across the world is damaging our planet. Climate change, zoonotic disease, species extinction, plastic contamination of marine areas, overfishing and collapsing fish stocks, and excess use of phosphorus and nitrogen are all by-products of the unsustainable consumption and production structures that try to satisfy the middle and rich classes’ demand for more, and cheaper, goods, services, and food.

		China is a contributor to this problem—China is the world’s largest builder of new coal plants and the largest carbon emitter in absolute terms.¹⁵ But the problem has not been caused by China alone. Pollution damage is cumulative—the impact of two centuries of growth since the Industrial Revolution. With the entry of China, India, and the rest of developing Asia into middle-class powerhouses, there is now a new sense of urgency to tackle these issues on a global scale. China’s recent announcement to reach carbon neutrality by 2060,¹⁶ its efforts to develop smart cities,¹⁷ and its leadership in various green technologies including solar, rail, and batteries,¹⁸ suggest it is mindful of commercial opportunities in sustainable development. But the problems are global and need global collective action involving all large economies if planetary sustainability and global prosperity are to coexist.

		 

		Does China’s Middle Class Help or Hurt Others?

		 

		Traditionally, international trade has been seen as beneficial to the middle class. If a trading partner grows, everyone benefits in the new equilibrium. The new middle classes of China and the rest of Asia have provided cheap consumer goods (and a greater variety of consumer goods) to the middle-class markets of America and Europe. At the same time, Chinese middle-class consumers provide a large and growing market for American firms—the top twenty U.S. firms alone had sales in China of $158 billion last year. These are classic gains from trade.

		Because of China’s size, however, and the failure to preadjust to the global decision to terminate the Agreement on Textiles and Clothing in 2005, there have been significant adjustment costs to workers in specific sectors and places in developed countries. For these workers, job losses and depressed wages have damaged their middle-class standing.¹⁹ Indeed, the whole issue of whether the middle class gains or loses from trade and globalization is being reevaluated. Most academic studies show a mixed pattern of some winners and some losers, but an aggregate net gain. The better the ability of governments to compensate losers from the gains of winners, the greater the likelihood the middle class supports free trade.

		 

		The Politics Challenge

		 

		In America and the West, becoming middle class is no longer synonymous with being happy. The General Social Survey in the United States shows a steep decline in perceived happiness since the late 1980s.²⁰ Mortality from suicide, opioids, and alcohol in the United States and deaths of exhaustion in the case of Japan suggest a large disconnect between people’s lived experiences in middle-class households and the theory that the middle class is the ticket to a good life.

		In China, by contrast, middle-class households are seemingly more content with the way things are going. China leads the world in the Edelman Trust Barometer in terms of the general population’s trust that the system is working for them.²¹ Chinese households are far more likely to reply affirmatively to a question about whether they and their families are likely to be better off in five years’ time than their Western counterparts.

		Among the Chinese middle class, administrative efficiency and performance seem to be valued above, or as much as, participation in political affairs.²² This “authoritarian bargain,”²³ however, can lead to a toxic mix of politics and economics. Just as the middle class lent its support to fascism in Germany and Italy, a middle class in China could support nationalism and expansionism if it believes these to be necessary to safeguard their economic interests. This is not inevitable—indeed there is almost no correlation across countries or over time between the size of the middle class and the degree of liberalism in domestic politics—but equally not a scenario to be ignored.

		 

		CONCLUSION

		 

		The global middle class is evolving fast. The sheer size of the Chinese middle class suggests that its power and influence are here to stay—as young Chinese professionals move to second- and third-tier cities so that they are able to afford a middle-class lifestyle, their preferences will increasingly shape global consumption. Hopefully, they will be steered toward a more sustainable consumption footprint than current middle-class consumers in the West. Whether these new middle-class citizens push for more openness and liberalism, or opt for the current nationalist model that provides predictability and stable growth, remains to be seen.
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		The Global Energy Trade’s New Center of Gravity

		 

		SAMANTHA GROSS

		 

		China has become the center of gravity for global energy markets. While energy demand growth has slowed or stopped in the Organization for Economic Co-operation and Development (OECD) countries, China’s primary energy demand increased by more than 45 percent over the last decade.¹ The question is whether such growth will continue and how China’s energy system will change in response to the dual challenges of climate change and local pollution.

		China depends on fossil fuel imports; it is the world’s largest importer of oil and natural gas² and an important coal importer as well. At the same time, China strives to lead in wind and solar electricity generation and electric vehicles. To understand how China fits into energy markets and how energy shapes its policy, examining the electricity and oil and gas industries separately is illustrative. China is more in charge of its own fate in electricity, while it remains highly vulnerable to market conditions and supply shocks in oil and gas.

		 

		ELECTRICITY

		 

		As a result of rapid economic growth, demand for electricity in China in 2019 was more than five times its level in 2000. Thus China has added vast generation capacity of every type.

		Coal dominates the Chinese power sector, although its share of generation dropped from its high point of 81 percent in 2007 to 66 percent in 2019.³ From 2000 to 2019, China added 493 gigawatts of coal-fired generation capacity.⁴ Natural gas generation has also grown rapidly since 2014, but from a much smaller base, and reached 3.2 percent of Chinese power generation in 2019.⁵

		Coal additions were particularly rapid during the 12th Five-Year Plan, from 2011 through 2015, as China encouraged the construction of coal-fired power plants to stimulate growth as the economy recovered from the global financial crisis. However, this situation led to overcapacity, and the subsequent 13th Five-Year Plan, for 2016 through 2020, aimed to contain growth in coal-fired power.⁶ Nonetheless, China is still experiencing overcapacity of coal-fired generation, with its plants running at less than 50 percent of capacity on average in 2019.⁷

		The upcoming 14th Five-Year Plan, for 2021 through 2025, will be a key document in mapping the future of China’s electricity system. China’s Nationally Determined Contribution (NDC) under the Paris Agreement calls for its greenhouse gas emissions to peak no later than 2030. However, the behemoth State Grid Corporation and the China Electricity Council are both pushing for inclusion of more coal-fired power in the new plan, in part to encourage economic recovery from the COVID-19 pandemic.⁸ Building more coal, even the most efficient ultra-supercritical plants, is not consistent with China meeting its NDC nor with the world’s overall climate goals.

		As demand for coal-fired power plants declines in China, the country is financing and building capacity abroad through the Belt and Road Initiative (BRI). As of 2017, China had committed to or offered financing for more than one-quarter of the coal-fired capacity being built outside China, often with Chinese companies as the engineering, procurement, and construction contractors.⁹ China is becoming the lender of last resort for coal-fired generation, as many international banks are no longer financing coal-fired power projects.¹⁰

		Rapid growth in China’s renewable energy sector gets a lot of attention, and rightly so. Over the last decade, China added 36 percent of the world’s total new wind and solar capacity. In 2017, wind and solar capacity additions in China were 45 percent of the global total. Despite these additions, in 2019 wind and solar together still made up less than 10 percent of China’s power generation, with wind at 5.5 percent and solar at 3.0 percent (figure 32-1).¹¹

		China faces challenges in integrating that new wind and solar power into its grid. The lack of long-distance, high-voltage transmission capacity results in significant amounts of wind and solar power being curtailed, meaning that it is generated without being used. Excessive curtailment led China’s National Energy Agency in 2019 to halt new solar development in Gansu, Xinjiang, and Tibet provinces.¹² Many large renewable projects are located in these remote regions, where there is less competition for land.

		 

		Figure 32-1. Chinese Electricity Generation, by Fuel
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		Source: “BP Statistical Review of World Energy 2020.”

		 

		Additionally, subsidies for renewable energy are being phased out. China is halving its feed-in-tariff for solar power and eliminating subsidies for offshore wind in 2020, and plans to end subsidies for onshore wind in 2021.¹³ Falling costs mean that new wind and solar installations can compete with coal- and gas-fired power.

		China is a world leader in solar equipment manufacturing, with seven of the top ten solar manufacturers globally in 2019.¹⁴ China is less dominant in wind turbine manufacturing; top-ten manufacturers are in Europe, the United States, India, and China.¹⁵ China also leads the world in renewable energy patents since 2000. Renewable energy is an industrial priority for President Xi Jinping and is included in the 13th Five-Year Plan as a “Strategic Emerging Industry.”¹⁶

		 

		OIL AND GAS

		 

		Unlike in electricity, where China is a technology leader, China depends on imports for its oil and gas supply. China has been a net oil importer since 1993 and became the world’s largest oil importer in 2017. Most of China’s oil production takes place in aging fields with high production costs. Although production increased by about 100,000 barrels per day in 2019,¹⁷ this production rise, and Chinese production in general, is unlikely to be profitable in today’s low oil price environment.

		From the early 2000s until about 2015, China’s oil companies focused on acquiring production assets abroad to meet the country’s insatiable demand. However, more recent years have brought lower prices, well-supplied markets, and less concern about scarcity in light of the production boom in the United States. Today, China’s oil companies are more comfortable buying oil on the market, rather than buying oil-producing assets abroad.

		More than half of China’s oil imports come from countries that are members of the Organization of the Petroleum Exporting Countries (OPEC), and China has been the focus of global oil demand growth in the past decade. The Middle East dominates Chinese oil supply, as a region, but Russia is the country’s single largest supplier.¹⁸ As demand is flat-to-declining in the OECD countries and oil production in the United States has taken off, China and the rest of developing Asia have become the market of choice for oil producers around the world (figure 32-2).

		China’s appetite for natural gas grew rapidly over the last decade, much faster than its domestic production capacity. China has thus become an important importer of gas, with imports making up 45 percent of China’s natural gas supply in 2018, an increase from 15 percent in 2010.¹⁹ China is now the world’s largest importer of natural gas,²⁰ with 36 percent of that gas coming through pipelines and 64 percent imported as liquefied natural gas (LNG) in 2019.²¹ China’s pipeline gas has historically come almost entirely from Central Asia. However, the balance in China’s natural gas market is changing fast, as the Power of Siberia pipeline from Russia delivered its first gas at the end of 2019.²² This pipeline will deliver 38 billion cubic meters of gas annually, an 80 percent increase in pipeline gas supply.

		 

		Figure 32-2. Sources of China’s Oil Imports
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		Source: “Statistical Review of World Energy,” BP, www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-energy.html. Series gleaned by looking back on BP Statistical Reviews from 2011 to 2020.

		 

		ENERGY CONCERNS INFLUENCE CHINESE GEOPOLITICS

		 

		Securing its oil and gas supply is a key goal of China’s trade relationships. This has recently become a two-way street, as oil and gas producers become concerned about security of demand for their products, in a world of growing concern about climate change and flattening OECD demand. As a result, China’s relationships with key energy producers have become broader and deeper in recent years.

		At the Third High-level Meeting of the OPEC-China Energy Dialogue in October 2019, the parties agreed to strengthen cooperation and to collaborate on future market outlooks.²³ Saudi Arabia, in particular, has been investing in Chinese refining and petrochemical complexes to ensure a market for its oil.²⁴ The Abu Dhabi National Oil Company and the China National Offshore Oil Corporation signed an agreement in 2019 to explore opportunities and share expertise in upstream and downstream oil and LNG.²⁵ In return, China is investing in the Gulf States, in oil and gas projects²⁶ and in infrastructure through BRI.²⁷ China has also pledged $23 billion in loans and development aid to the region through the China-Arab States Cooperation Forum.²⁸

		China’s focus on renewable energy also has geopolitical implications. China is aware of its vulnerability as a significant energy importer, but its focus on renewable energy and electric vehicles aims to make it a supplier of the energy forms of the future, rather than an importer. Additionally, China’s focus on electric vehicles can allow it to rely on local renewable and coal-fired electricity to fuel its transportation sector, rather than imported oil, potentially improving its balance of trade and better insulating its economy from fuel price fluctuations. Unlike its current energy partners in the Gulf States and Russia, China stands to gain from the transition to greener, low-carbon forms of energy. However, the Chinese economy has a long way to go to reduce its dependence on imported oil, and thus will continue its quest to ensure supply security.
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		Can the United States and China Reboot Their Climate Cooperation?

		 

		TODD STERN

		 

		During the Obama administration, the U.S.-China climate relationship was central to the global progress that culminated in the Paris climate agreement. The administration started developing that relationship right away: from Secretary of State Hillary Clinton’s first trip to China in February 2009; to my first meeting in March 2009 with my Chinese counterpart, Minister Xie Zenhua, where I proposed trying to make climate a positive pillar in an often-fraught relationship; to Secretary of State John Kerry’s establishment of a new U.S.-China Climate Change Working Group; to the historic joint announcement by Presidents Barack Obama and Xi Jinping in Beijing in November 2014. The nature of our cooperation was never easy; Xie and I were still battling down to the last two days of negotiations in Paris in 2015. But the two sides came to understand that at the end of the day we would find a way to agree.

		Of course, President Donald Trump pulled the plug on U.S.-China climate engagement. A new Biden administration, fully committed to ambitious action on climate change, will surely want to work again with China on this issue. Given China’s footprint—it accounted for 27 percent of global greenhouse emissions in 2019, the United States for 13 percent—as well as its influence, there is no way to contain climate change worldwide without China’s full-throttle engagement. And yet reviving our climate cooperation will be no mean feat in light of both the deterioration of our overall relationship and the evolving landscape of the climate challenge.

		 

		THE BROADER BILATERAL RELATIONSHIP

		 

		The U.S.-China bilateral relationship has deteriorated significantly in recent years. Across the U.S. political spectrum, people are distressed about a range of Chinese behaviors: from Hong Kong, to the South China Sea, the persecution of the Uyghurs, Xi’s authoritarian crackdown and elimination of term limits, continued unfair trade practices, and more. But the call by some for a new Cold War is a mistake. Working with allies, we will need to compete with China in many areas and confront unacceptable Chinese behavior, while also seeking to collaborate where we can, especially on global challenges like climate change.

		Unless we can get this mix of competition and collaboration right, renewed climate cooperation won’t get off the ground. And that would have grave consequences in the United States and around the world. You have only to look at the authoritative reports on the enormity of the climate risk, such as the “1.5°C Report” of the U.N.’s Intergovernmental Panel on Climate Change (IPCC) in 2018,¹ or the crescendo of climate disasters around the world to see that what many once regarded as an environmental concern is in fact a full-fledged national security threat.

		 

		A DIFFERENT CLIMATE LANDSCAPE

		 

		Reviving our climate cooperation will also depend on the extent to which our two countries are prepared to dramatically ramp up our climate action. The challenge of rapidly decarbonizing the global economy has grown even more urgent since the Paris Agreement was reached in 2015, with a growing consensus of scientists and experts persuaded that the Paris best-efforts goal of holding the increase to 1.5°C² must now be our actual, working goal. Biden has made clear his commitment to reaching net-zero emissions by 2050, in line with the 1.5°C target. Executing on that commitment will require concerted executive and legislative action and a broad mobilization of national will. Some may be tempted to dismiss this as impractical, but the question is: Compared to what? We know what to do in terms of technology, innovation, and policy and we can afford it—indeed, failing to act will cost much more. Knowing all this, will we look at this metastasizing threat and go all out to conquer it? Or will we look away?

		But what about China? To date, China’s record on the transition to clean energy is mixed. It is the world leader in renewable energy, sold more electric vehicles in 2019 than the rest of the world combined, and has put in place a wide range of policies to propel clean energy further.³ At the same time, China can’t seem to quit coal. Its coal consumption in 2019 fell as a percentage of primary energy (down to around 58 percent), but it is still actively building coal plants at home and abroad. With a current coal capacity of around 1,040 gigawatts (GW)—about equivalent to the entire U.S. electricity system—China has roughly 100 GW under construction and a further 150 GW on the drawing board.⁴ Moreover, China supports (through development, construction, and/or financing) more than 100 GW of coal plants under construction as part of its massive Belt and Road Initiative.⁵ And Premier Li Keqiang called for increased development of China’s coal resources at an October 2019 meeting of the National Energy Commission and at the May 2020 National People’s Congress.⁶

		The magnitude of China’s coal infrastructure might suggest that change at the speed and scale required is undoable, but that is not so. Two expert analyses in the past year suggest that it would be technically and economically feasible for China to largely phase out its coal infrastructure by 2050.⁷ This would require tremendous effort, to be sure, but of course that is the point. To take a global energy system that relies on fossil fuels for 80 percent of primary energy down to net-zero by approximately 2050, a fundamental transformation at speed and scale will be required, including by China, the United States, Europe, and others.⁸ A more gradual path threatens grave danger to our economy, national security, and overall well-being, if not outright catastrophe.

		China’s leadership will need to understand that there is no way for China to maintain and enhance its standing in the world, with rich and poor countries alike, if climate change starts to wreak widespread havoc and China stands out as the leading polluter who refused to do enough. If we get to that dangerous place, the conventional rhetoric of UN climate negotiations—where developed countries as listed in 1992 were blamed and all others held harmless—will be unavailing. The audience, at that point, will be the world, not UN negotiators. China, by that time the world’s largest economy, will have no place to hide.

		President Xi Jinping’s September 2020 pledge at the UN that China would reach “carbon neutrality” “before 2060,” was a very welcome surprise, and may bode well. At the same time, he gave little indication that China planned to take aggressive action now, in the 2020s, to start China on the path to steep emission cuts, and without such steps, the 1.5°C global goal will not stay within reach.

		 

		RESTARTING CLIMATE COOPERATION

		 

		The new Biden administration will need to send the right signals regarding climate cooperation with China. It is off to a good start. First, Biden has put in place a best-in-class climate team led by former secretary of state John Kerry abroad and former EPA administrator Gina McCarthy at home, buttressed by committed climate actors in the other key national security and domestic leadership posts. And the Biden team has made clear that climate change will be a true organizing principle of his national security strategy. The administration will also surely and promptly develop a set of strong climate policies at home demonstrating its commitment to transformational change. The Chinese know Biden has made big promises and will want to see whether he is going to deliver. And, at the right time, the Biden team will need to convey its interest in making climate change a renewed area of active cooperation, in the context of U.S. expectations for bold, decisive, and early action by both countries.

		Biden will also doubtless plan a summit with Xi in his first year, and climate change will need to be a featured topic, both to convey that Biden is serious and to provide the time they’ll need for meaningful discussion. Biden should explain how seriously he views the issue, the transformational goals he embraces, the benefits he sees economically and politically in taking this path, and the win-win opportunity for the United States and China if they can cooperate. When Presidents Xi and Obama made their joint announcement in 2014, it paved the way for the Paris Agreement. The challenge now is even greater—to deliver on the promise of Paris.

		We have a solid foundation on which to build expanded cooperation, starting with the U.S.-China Climate Change Working Group. With our global focus on economic transformation, the working group could become a useful venue for collaborating on low- or no-carbon technologies and policies. We could also work together to revive the Major Economies Forum, meeting at the leader level every year and at the ministerial level in between. And we could collaborate on ongoing issues related to the Paris regime.

		 

		ADDITIONAL TOOLS

		 

		The new Biden administration will also need to deploy a broader range of tools to influence China’s approach on clean energy and climate change. The administration should conduct an active climate diplomacy aimed at spurring global action for transformational change at speed and scale. Europe has long been a climate ally of the United States, and now, with the drive to transform the global economy taking center stage, our alliance should become even closer, including in working with China. The Biden administration should also rekindle our traditional climate alliance with Canada, Mexico, Japan, Australia, and New Zealand, as well as pick up the torch with crucial international players, such as India, Brazil, South Africa, and Indonesia. And the administration, with its allies, should work on a diplomatic initiative with progressive developing countries that inspired the important High Ambition Coalition at the Paris conference in 2015. Such an initiative, outside of but supporting the UN Framework Convention on Climate Change, could be launched at the leader level and focus on building political support and moral authority for the transformational change we need.

		The administration should also work with the European Union to design border adjustment measures on high-carbon goods to prevent countries that lack adequate carbon controls from gaining an unfair trade advantage.

		 

		CONCLUSION

		 

		As the Biden administration gets going, a lot will be riding on the renewal of the U.S.-China climate relationship. The complications are plain to see: the tense state of the overall relationship, the challenges Biden will face in achieving necessary domestic progress on climate, and the scale of what China needs to do to meet this moment. But the dangers of failing to revive an effective working relationship on climate are unacceptably high. We have to get this right.
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		International Law with Chinese Characteristics

		 

		Assessing China’s Role in the “Rules-Based” Global Order

		 

		ROBERT D. WILLIAMS

		 

		China presents a paradigmatic case of the limits and value of international law in shaping and constraining the behavior of powerful nation-states. On some questions that generate international conflict, international law simply does not provide norms or institutions to effectively govern those conflicts. Even where norms exist, many countries—China and the United States included—display selectively “revisionist” ambitions to adjust the system of international law and make it more compatible with their own preferences.¹ Major powers are occasionally willing to defy international law when it conflicts with their fundamental interests.²

		China exhibits a pragmatic and flexible attitude toward international law that enables it to benefit from and exploit the international legal order without the need to advocate major changes to the letter of the law in most areas.³ Even as China exerts increasing influence over the norms and interpretive meanings of international law, policymakers should consider the extent to which international law also influences China. Law creates legitimation incentives and can help to shape the context in which Chinese leaders make decisions.⁴ Thus a central question for U.S. strategists is not simply how to preserve a “rules-based” international order as such, but instead how to reinforce and reshape international law in ways that account for the complex challenges that China presents.

		 

		BACKGROUND ON CHINA’S ENGAGEMENT WITH INTERNATIONAL LAW

		 

		In the two decades following the founding of the People’s Republic of China (PRC) in 1949, China’s limited engagement with international law was heavily influenced by Soviet practice and Marxist theories of proletarian internationalism.⁵ Although generally accepting of international law and institutions in principle,⁶ Chinese officials criticized international law for “primarily protect[ing] the interests of the colonial and imperialist powers to the detriment of most undeveloped nations and peoples.”⁷

		During the “opening and reform” period after 1978, as China emerged from the devastation of the Cultural Revolution, Beijing gradually joined more than 300 multilateral treaties and 130 international organizations.⁸ China incorporated a variety of international commercial legal regimes into its domestic legal system to promote economic development. Beijing also enacted a range of domestic legal reforms in the lead-up to its accession to the World Trade Organization (WTO) in 2001.⁹

		Under the Chinese system, like many other jurisdictions, substantive treaty obligations generally become applicable in domestic law only through specific provisions of national legislation.¹⁰ During the post-1978 period, China ratified a number of international human rights treaties that, unlike the commercial treaties already noted, were not incorporated into its domestic legal system in a way that could be applied by Chinese courts to constrain state power.¹¹ Thus China’s functional approach has tended to incorporate international law into its domestic legal system when doing so supports economic growth or other objectives without posing a direct threat to the authority of the ruling Chinese Communist Party.¹²

		China, today, is an active participant in the major international institutions—the United Nations, the WTO, the International Monetary Fund, and various specialized bodies. Chinese representatives now lead four of the UN’s fifteen specialized agencies.¹³ China is a signatory to hundreds of multilateral treaties and thousands of bilateral treaties, covering everything from arms control to trade and commerce.¹⁴

		Chinese leaders retain a degree of skepticism about the prospect that international law will be manipulated to undermine China’s sovereign interests.¹⁵ At the same time, however, Chinese officials regularly invoke the importance of international law and seek to portray China as a “staunch defender and builder” of international rule of law.¹⁶

		 

		CURRENT AND FUTURE ISSUES

		 

		Trade

		The area of international trade aptly illustrates the extent to which China has benefited from existing international rules and institutions, including the ambiguity and gaps that allow China to exploit those rules, while also being shaped by those rules and seeking to adapt and shape them in turn.

		China undertook a broad range of liberalizing reforms to bring its economy in line with its 2001 WTO accession protocol. Many of those reforms, however, have stalled in recent years.¹⁷ There is increasing consensus among the United States, the European Union, and Japan that existing WTO rules are simply outdated and inadequate to address concerns regarding certain Chinese practices, including market-distortive industrial subsidies and forced technology transfer.¹⁸ This conclusion has been bolstered by analyses indicating that existing WTO disciplines and dispute resolution mechanisms, although effective in addressing a range of trade disputes, do not adequately account for complex features of China’s economic model that blur the lines between state and private sectors.¹⁹

		China has grown increasingly comfortable with the WTO’s dispute resolution system and generally complies with adverse rulings of the WTO’s Dispute Settlement Body (DSB).²⁰ To a considerable extent, the DSB has provided an effective legal forum for channeling trade tensions.²¹ Some analysts point out, however, that China’s “compliance” with DSB decisions is often carried out through superficial reforms that enable circumvention of the spirit of WTO rules.²² Others note that even when it faithfully implements adverse WTO judgments, Beijing sometimes gets a “free pass” for trade violations because the DSB’s rulings do not afford retrospective remedies, and its judgments are issued after long processes during which the distortions caused by Chinese trade practices can become entrenched.²³

		At the rhetorical level, China has consistently reaffirmed the country’s commitment to the multilateral rules-based trading system with the WTO at its core.²⁴ This rhetoric reveals the importance of international trade law in defining China’s perception of its interests. As the United States and other countries seek major updates in global trade rules to counter Chinese mercantilism,²⁵ China retains an enormous stake in the status quo.²⁶

		 

		Maritime and Territorial Disputes

		 

		China’s long-standing disputes with neighboring Asian countries concerning rights and jurisdiction over the waters in the South China Sea are partly defined by law. The disputes involve manipulation and argumentation to promote self-interested interpretations of legal norms, but law also creates incentives that influence China’s actions.

		Under the compulsory dispute settlement mechanisms of the United Nations Convention on the Law of the Sea (UNCLOS), which China has ratified,²⁷ in 2013 the Philippines brought a landmark arbitration in response to increasing Chinese artificial-island construction and occupation of disputed features within China’s so-called nine-dash line that covers most of the South China Sea.²⁸ China refused to participate in the proceedings and rejected the final award issued in July 2016 that resolved nearly every claim in the Philippines’ favor.²⁹ China’s refusal to recognize the outcome directly contravenes UNCLOS, which stipulates that even nonparticipating parties are bound by the decisions of UNCLOS dispute resolution bodies.³⁰

		Despite its apparent dismissiveness toward the Philippines arbitration, Beijing’s behavior implicitly recognizes the legitimating function of international law. To illustrate, consider that the law of the sea gives nations control over an “exclusive economic zone” (EEZ) of up to 200 nautical miles of ocean and seabed resources surrounding island features—as compared with mere “rocks” that do not generate such rights.³¹ The South China Sea is rich in fish and petroleum resources.³² International law thus creates the strategic context that renders the disputed features of the South China Sea meaningful in the first place.³³ China also advocates a position that coastal states have the right to regulate the activities of foreign military vessels in the coastal state’s EEZ—a legal interpretation that could support China’s strategy to exclude hostile naval powers from the waters in its region.³⁴ In sum, although law has its limits—for example, the law of the sea cannot resolve sovereignty disputes³⁵—it is also a constitutive element of China’s interests in the maritime domain.

		 

		Hong Kong

		 

		China recently enacted a sweeping law to “safeguard national security” in the Hong Kong Special Administrative Region, institutionalizing broad powers for PRC authorities to enforce vaguely defined political crimes in and beyond the territory.³⁶ China regained the exercise of sovereignty over Hong Kong in a 1997 handover from the United Kingdom pursuant to the Sino-British Joint Declaration.³⁷ That bilateral treaty underpins the “one country, two systems” governing framework codified in the Basic Law of the Hong Kong Special Administrative Region, according to which Hong Kong was granted a “high degree of autonomy” for 50 years following the handover.³⁸

		Foreign commentators pronounced the new security law an effective “takeover” of Hong Kong, which is renowned for its dynamic economy underpinned by the rule of law, freedom of expression, and an independent judiciary.³⁹ That critique was borne out in the early implementation of the security law through arrests of pro-democracy protesters, officials, and activists and the promulgation of broadly permissive regulations codifying special police powers, including with respect to online expression.⁴⁰

		Numerous observers have argued that China’s Hong Kong national security legislation violates the Sino-British Joint Declaration and the International Covenant on Civil and Political Rights (ICCPR), which the Joint Declaration and Basic Law specify shall remain in force in Hong Kong following the handover.⁴¹ In recent years, China has argued that the Joint Declaration expired in 1997, a proposition that finds no basis in international law.⁴² On the other hand, both the Joint Declaration and Basic Law explicitly provide that Hong Kong’s autonomy does not extend to foreign affairs and defense.⁴³ There is a colorable argument that this carve-out, combined with Hong Kong’s failure thus far to “enact laws on its own” regarding treason and subversion in accordance with the Basic Law, renders Beijing’s new security legislation consistent with the letter (if not the spirit) of international law and the Basic Law.⁴⁴

		The abuses in implementation of the security law violate the spirit of the rights to association, expression, and personal liberty as enunciated in the ICCPR.⁴⁵ As a textual matter, however, one could argue that these actions fall within the ICCPR’s general allowance for limits on the protection of civil rights where required by the interests of “national security” and “public order.”⁴⁶ The Chinese government notoriously interprets and applies these concepts expansively to suit the objectives of the party-state.⁴⁷ Thus international law appears to offer little that would compel Beijing to pursue a different course in Hong Kong.

		 

		Human Rights

		 

		China’s approach to multilateral human rights regimes follows a similar pattern: China rhetorically endorses many human rights norms while advocating self-serving interpretations of their meaning and future development.⁴⁸ China has joined a number of major human rights conventions, including the Convention Against Torture and the International Covenant on Economic, Social, and Cultural Rights. The PRC has also signed but not ratified the ICCPR.⁴⁹ Where China has adopted legislation to implement these human rights protections in its domestic legal system, those rules “frequently prove difficult to enforce and are sometimes even illusory in practice.”⁵⁰ More broadly, law and legal institutions have little power to protect human rights in areas that are “politically sensitive” for the Chinese party-state.⁵¹

		Against this backdrop, China’s government has perpetrated massive human rights abuses even as its domestic legal reforms have smoothed the path for hundreds of millions of Chinese citizens to rise out of poverty and stimulated improvements in the transparency and responsiveness of Chinese governance across a range of issues.⁵² Among the most egregious of China’s human rights violations is the ongoing campaign against Uyghurs and Turkic Muslims in Xinjiang—reportedly ranging from arbitrary detention of hundreds of thousands of Chinese citizens in indoctrination and forced-labor camps⁵³ to population-reduction measures, such as forced sterilization, forced abortion, and coercive family planning policies.⁵⁴

		Such practices meet the definition of genocide under the UN Convention on the Prevention and Punishment of the Crime of Genocide, which China has ratified.⁵⁵ Beijing has denied the reports of forced birth control as “baseless” and released a white paper in September 2020 seeking to defend the Xinjiang internment camps as “vocational training centers.”⁵⁶ Because China has not accepted international judicial mechanisms for individual complaints over human rights abuses, international legal oversight is limited to “periodic reviews” by treaty bodies and other means of public pressure—work which can be made difficult by Beijing’s lack of transparency and retaliation against critics.⁵⁷

		In their public statements on human rights, Chinese officials often emphasize “the sovereign independence of each country; the differing economic circumstances, values, traditions, and priorities of different countries; and the relativity of various human rights.”⁵⁸ In the realm of civil and political rights, this does not necessarily require rewriting international human rights law, but instead promoting interpretations that render those norms hollow.⁵⁹ At the UN Security Council, General Assembly, Human Rights Council, and elsewhere, Chinese diplomats have found various ways to insulate China against criticism for its human rights record and to promote its “statist, development-as-top-priority view” of human rights—in some cases through “distorting procedures, undercutting institutional strength, and diluting conventional human rights norms.”⁶⁰

		 

		Climate Change

		 

		On climate change, as the United States has pulled back from a leadership role, other countries have begun looking to China to set the terms of global debate.⁶¹ Following years of insistence that developed countries such as the United States should face more onerous obligations in addressing climate change than developing countries,⁶² China played an important role in the negotiations leading to the 2016 Paris Agreement on climate change.⁶³

		The Paris treaty introduces the concept of “nationally determined contributions” for emissions targets to be set voluntarily by each country.⁶⁴ Some analysts have argued that China’s core Paris commitments—to reach peak carbon emissions by 2030 and to increase the proportion of renewables in its energy mix to about 20 percent by then—are simply a reflection of what China’s energy policies were already on track to deliver due to domestic imperatives.⁶⁵ Xi Jinping has attempted to cast China as a “torchbearer” in global climate change efforts,⁶⁶ and even announced in a recent speech that China would go beyond its Paris targets to achieve “carbon neutrality before 2060.”⁶⁷ It remains to be seen, however, whether China will live up to its open-ended pledges.⁶⁸ Meanwhile, China is financing a host of low-efficiency, coal-fired power plants under its Belt and Road Initiative, setting a path toward increased global emissions that could undercut broader climate change efforts.⁶⁹

		The pliability of the Paris regime highlights the limits of existing international law in shaping China’s (and other states’) behavior. Even though many elements of the Paris Agreement are “binding” under international law, countries’ respective emissions reduction pledges are entirely voluntary.⁷⁰ In this context, the U.S. withdrawal from the Paris accord has left the door open for China to claim the rhetorical mantle of climate leadership under a regime that affords China enormous flexibility in whether and how to adhere to its voluntary commitments.⁷¹

		 

		Emerging Issues: Cybersecurity and New Weapons Technology

		 

		China has begun to play an increasingly active role in areas where there is no consensus on how existing law applies to nations’ use of technologies or whether new binding legal instruments are needed. China’s approach in forums aiming to create “soft law” norms has been characterized by qualified endorsement of the applicability of international law to cyberspace and emerging technologies, but resistance to specification of the law’s applicability beyond general terms that leave open large questions of interpretation and flexibility for state action.⁷²

		The UN Group of Governmental Experts on Advancing Responsible State Behavior in Cyberspace in the Context of International Security (Cyber GGE)⁷³ made slow progress for several years, including consensus in 2015 around several norms, such as nonintervention, state responsibility for wrongful acts, and abstention from cyberattacks on critical infrastructure in peacetime.⁷⁴ However, efforts to produce further Cyber GGE consensus reportedly were stymied in June 2017 when a small group of countries, including China, rejected three legal principles in the proposed text—states’ right of self-defense under the UN Charter, the applicability of international humanitarian law to cyberspace, and the right of states to take countermeasures in response to internationally wrongful acts.⁷⁵ China’s statements in the recently established Open-Ended Working Group on Developments in the Field of Information and Telecommunications in the Context of International Security⁷⁶ similarly indicate a reluctance to be specific about the application of international law to cyberspace.

		China’s reasons for resisting agreement on such principles could be largely defensive, reflecting wariness at what China views as U.S. hegemony and “militarization” of cyberspace.⁷⁷ But as Beijing’s global hacking campaign continues to expand,⁷⁸ China’s reluctance to sign on to basic legal norms leaves gaping questions about its reasons for strategic ambiguity.⁷⁹

		It is too early to tell whether a similar dynamic will prevail in the UN Group of Governmental Experts on Emerging Technologies in the Area of Lethal Autonomous Weapons Systems (LAWS GGE).⁸⁰ In April 2018, Chinese representatives to the LAWS GGE stated their “desire to negotiate and conclude” a new protocol for the Convention on Certain Conventional Weapons “to ban the use of fully autonomous lethal weapons systems.”⁸¹ At the same time, however, China issued a position paper that defined “fully autonomous” weapons so narrowly as to render any ban on such weapons essentially meaningless.⁸² Again, such a position leaves myriad questions about the limits China is prepared to place on its international conduct relating to emerging technologies.

		 

		CONCLUSION

		 

		The examples sketched above are partial illustrations of China’s approach toward international law. A more comprehensive treatment would need to cover a host of other issues—from nonproliferation regimes to consular agreements. Nonetheless, a few tentative conclusions can be drawn.

		First, China exhibits a flexible approach to international law that enables it to benefit from and exploit the international order without the need to advocate changes to the letter of the law in most areas. In critiquing China’s “compliance” with international law, we should be careful not to romanticize the clarity and moral force of existing rules or the necessarily “liberal” nature of international law.

		Second, China is increasingly active in seeking to shape legal norms in ways that advance its interests. In some areas, such as trade, Chinese leaders seem to perceive an interest in preserving the status quo. In other areas, such as the law of the sea and human rights, China is advancing positions at odds with U.S.-preferred norms. In other areas, including climate change and the governance of cyberspace, Beijing seems content to maintain legal ambiguity that preserves its freedom of maneuver.

		Third, despite its malleability and limitations, international law can also shape the context for the choices of Chinese leaders and their perceptions of their interests. International law can be a source of legitimation or delegitimation. It is a constitutive element of China’s interests on important issues such as trade and the South China Sea, where law defines the stakes of competition. In general, Beijing wishes to be seen by the international community as being supportive of international law.

		Realism about international law need not collapse into fatalism. U.S. policymakers should revisit the instrumental values of international law: facilitating the peaceful settlement of disputes, promoting positive-sum economic relations, providing a framework for international cooperation, and (hopefully, but not inevitably) promoting human dignity. In response to the China challenge, the United States, in concert with allies and partners, should reengage clear-eyed with international law in an effort to shape rules that are more robust and more effectively enforced in the coming era—however difficult that may be.

		

		This chapter is a condensed version of a paper written for the Brookings Institution’s Global China series. For helpful comments, I am indebted to Paul Gewirtz, Maggie Lewis, and two anonymous Brookings Institution reviewers. Emilie Kimball and Ted Reinert edited this chapter.

		 

		NOTES

		1. William W. Burke-White, “Power Shifts in International Law: Structural Realignment and Substantive Pluralism,” Harvard International Law Journal 56, no. 1 (2015): 1, https://harvardilj.org/wp-content/uploads/sites/15/561Burke-White.pdf; Evan A. Feigenbaum, “Reluctant Stakeholder: Why China’s Highly Strategic Brand of Revisionism Is More Challenging Than Washington Thinks,” Macro Polo, April 27, 2018, https://macropolo.org/analysis/reluctant-stakeholder-why-chinas-highly-strategic-brand-of-revisionism-is-more-challenging-than-washington-thinks/; Evan S. Medeiros, “The Changing Fundamentals of US-China Relations,” Washington Quarterly 42, no. 3 (2019): 93–119, www.tandfonline.com/doi/full/10.1080/0163660X.2019.1666355; Graham Allison, “The Myth of the Liberal Order,” Foreign Affairs, June 14, 2018, www.foreignaffairs.com/articles/2018-06-14/myth-liberal-order.

		2. Graham Allison, “Of Course China, Like All Great Powers, Will Ignore an International Legal Verdict,” The Diplomat, July 11, 2016, https://thediplomat.com/2016/07/of-course-china-like-all-great-powers-will-ignore-an-international-legal-verdict/.

		3. Tim Rühlig, “How China Approaches International Law: Implications for Europe” (Brussels: European Institute for Asian Studies, May 2018), www.eias.org/wp-content/uploads/2016/03/EU_Asia_at_a_Glance_Ruhlig_2018_China_International_Law.pdf; Vijay Gokhale, “China Doesn’t Want a New World Order. It Wants This One,” New York Times, June 4, 2020, www.nytimes.com/2020/06/04/opinion/china-america-united-nations.html. This is not to suggest that China endorses international law in toto. As will be shown in this chapter, China is seeking to advance its own preferred norms in many areas, but generally these efforts do not require formal changes to the law itself.

		4. Jamie P. Horsley, Party Leadership and Rule of Law in the Xi Jinping Era: What Does an Ascendant Chinese Communist Party Mean for China’s Legal Development? (Washington, DC: The Brookings Institution, September 2019), www.brookings.edu/research/party-leadership-and-rule-of-law-in-the-xi-jinping-era/; Taisu Zhang and Tom Ginsburg, “China’s Turn toward Law,” Virginia Journal of International Law 59, no. 2 (2019): 306, https://vjilorg.files.wordpress.com/2019/10/ginsburg-zhang-chinas-turn-toward-law-final-v3-1.pdf; Susan H. Whiting, “Authoritarian ‘Rule of Law’ and Regime Legitimacy,” Comparative Political Studies 50 (2017): 1907, http://faculty.washington.edu/swhiting/wordpress/wp-content/uploads/2016/12/Authoritarian-Rule-of-Law-and-Regime-Legitimacy.pdf.

		5. Congyan Cai, The Rise of China and International Law: Taking Chinese Exceptionalism Seriously (Oxford: Oxford University Press, 2019), 41–54.

		6. Louis Henkin, How Nations Behave (Washington, DC: Council on Foreign Relations, 1979), 110.

		7. Xue Hanqin, Chinese Contemporary Perspectives on International Law: History, Culture, and International Law (The Hague: Pocketbooks of the Hague Academy of International Law, 2012), 23.

		8. Ibid., 54–55.

		9. Julia Ya Qin, “Trade, Investment and Beyond: The Impact of WTO Accession on China’s Legal System,” China Quarterly 191 (September 2007): 720–741, www.jstor.org/stable/20192817?seq=1; Donald C. Clarke, “China’s Legal System and the WTO: Prospects for Compliance,” Washington University Global Studies Law Review 2, no. 1 (January 2003): 97, https://openscholarship.wustl.edu/law_globalstudies/vol2/iss1/4/.

		10. Xue Hanqin and Jin Qian, “International Treaties in the Chinese Domestic Legal System,” Chinese Journal of International Law 8, no. 2 (July 2009): 299, 302, https://academic.oup.com/chinesejil/article/8/2/299/310810; Björn Ahl, “Chinese Law and International Treaties,” Hong Kong Law Journal 39, no. 1 (2009): 737, 749–750, www.law.hku.hk/hklj/2009-Vol-39.php.

		11. It bears noting that the Chinese judiciary explicitly lacks independence from the party-state. Lucy Hornby, “China’s Top Judge Denounces Judicial Independence,” Financial Times, January 17, 2017, www.ft.com/content/60dddd46-dc74-11e6-9d7c-be108f1c1dce.

		12. Congyan Cai, “International Law in Chinese Courts during the Rise of China,” American Journal of International Law 110, no. 2 (April 2016): 269, 270–271, https://doi.org/10.5305/amerjintelaw.110.2.0269.

		13. Yaroslav Trofimov, Drew Hinshaw, and Kate O’Keeffe, “How China Is Taking Over International Organizations, One Vote at a Time,” Wall Street Journal, September 29, 2020, www.wsj.com/articles/how-china-is-taking-over-international-organizations-one-vote-at-a-time-11601397208; Tung Cheng-Chia and Alan H. Yang, “How China Is Remaking the UN In Its Own Image,” The Diplomat, April 9, 2020, https://thediplomat.com/2020/04/how-china-is-remaking-the-un-in-its-own-image/; Kristine Lee, “Coming Soon to the United Nations: Chinese Leadership and Authoritarian Values,” Foreign Affairs, September 16, 2019, www.foreignaffairs.com/articles/china/2019-09-16/coming-soon-united-nations-chinese-leadership-and-authoritarian-values.

		14. Congyan Cai, The Rise of China and International Law, 101.

		15. Liu Xiaofeng, “New China and the End of American ‘International Law,’ ” American Affairs 3, no. 3 (Fall 2019), https://americanaffairsjournal.org/2019/08/new-china-and-the-end-of-american-international-law/.

		16. Wang Yi, “China, a Staunch Defender and Builder of International Rule of Law” (speech, October 24, 2014), www.fmprc.gov.cn/mfa_eng/wjb_663304/wjbz_663308/2461_663310/t1204247.shtml.

		17. James A. Lewis ed., Meeting the China Challenge: Responding to China’s Managed Economy (Washington, DC: Center for Strategic and International Studies, January 2018), www.csis.org/analysis/meeting-china-challenge.

		18. “Joint Statement of the Trilateral Meeting of the Trade Ministers of Japan, the United States, and the European Union,” European Commission, January 14, 2020, https://trade.ec.europa.eu/doclib/docs/2020/january/tradoc_158567.pdf; Jim Brunsden, “US, Japan and EU Target China with WTO Rule Change Proposal,” Financial Times, January 14, 2020, www.ft.com/content/8271be9a-36d6-11ea-a6d3-9a26f8c3cba4; “2019 Report to Congress on China’s WTO Compliance,” (Washington, DC: Office of the U.S. Trade Representative, March 2020), https://ustr.gov/sites/default/files/2019_Report_on_China%E2%80%99s_WTO_Compliance.pdf.

		19. Mark Wu, “The ‘China, Inc.’ Challenge to Global Trade Governance,” Harvard International Law Journal 57, no. 2 (2016): 261, 323, https://harvardilj.org/wp-content/uploads/sites/15/HLI210_crop.pdf (“Over the past decade, we have witnessed the rise of ‘China, Inc.,’ a form of economic exceptionalism with intertwined linkages between the state, the [Chinese Communist] Party, and public and private enterprises. This system is giving rise to continued trade frictions between China and her trading partners. The WTO possesses limited ability to resolve such frictions. While the WTO may trumpet its successful resolution of over forty cases involving China, other issues go unaddressed.”); Hao Chen and Meg Rithmire, “The Rise of the Investor State: State Capital in the Chinese Economy,” Studies in Comparative International Development 55 (2020): 257, www.hbs.edu/faculty/Publication%20Files/20-120_882c50c2-53f2-40fd-975d-dbfccde4d45e.pdf.

		20. Yang Guohua, “China in the WTO Dispute Settlement: A Memoir,” Journal of World Trade 49, no. 1 (2015): 18, www.researchgate.net/publication/279329158_China_in_the_WTO_dispute_settlement_A_Memoir; James Bacchus, Simon Lester, and Huan Zhu, “Disciplining China’s Trade Practices at the WTO: How WTO Complaints Can Help Make China More Market‐Oriented,” Policy Analysis 856 (Washington, DC: Cato Institute, November 15, 2018), www.cato.org/sites/cato.org/files/pubs/pdf/pa856.pdf.

		21. Ka Zeng, “China, America, and the WTO,” The Diplomat, February 7, 2013, http://thediplomat.com/2013/02/china-america-and-the-wto/.

		22. Timothy Webster, “Paper Compliance: How China Implements WTO Decisions,” Michigan Journal of International Law 35, no. 3 (2014): 525, https://repository.law.umich.edu/mjil/vol35/iss3/2/; Romi Jain, “China’s Compliance with the WTO: A Critical Examination,” Indian Journal of Asian Affairs 29, no. 1 (2016): 57–84, www.jstor.org/stable/44123129?seq=1.

		23. For an argument about the limits of WTO remedies, see Mark Wu, “A Free Pass for China,” New York Times, April 2, 2014, www.nytimes.com/2014/04/03/opinion/a-free-pass-for-china.html (“The approach typically involves contravening trade rules just long enough to allow domestic players to build up their market position without incurring W.T.O. sanctions. China then undoes the policy and claims that it is respectful of W.T.O. judgments. But undoing China’s gains afterward often proves difficult.”).

		24. Xi Jinping, “Opening Ceremony of 1st China International Import Expo” (speech, Shanghai, November 5, 2018), www.xinhuanet.com/english/2018-11/05/c_137583815.htm; “Wang Yi Attends the 9th East Asia Summit Foreign Ministers’ Meeting,” Ministry of Foreign Affairs of the People’s Republic of China, August 2, 2019, www.fmprc.gov.cn/mfa_eng/wjdt_665385/wshd_665389/t1686515.shtml.

		25. Robert E. Lighthizer, “How to Set World Trade Straight,” Wall Street Journal, August 20, 2020, www.wsj.com/articles/how-to-set-world-trade-straight-11597966341; Philip Blenkinsop, “U.S., EU, Japan Agree New Subsidy Rules with China Trade in Focus,” Reuters, January 14, 2020, www.reuters.com/article/us-trade-wto-subsidies/us-eu-japan-agree-new-subsidy-rules-with-china-trade-in-focus-idUSKBN1ZD1RM; Silvia Amaro, “ ‘A Reform-or-Die Moment’: Why World Powers Want to Change the WTO,” CNBC, February 7, 2020, www.cnbc.com/2020/02/07/world-powers-us-eu-china-are-grappling-to-update-the-wto.html.

		26. Antara Ghosal Singh, “What Does China Want from WTO Reforms?” The Diplomat, May 21, 2019, https://thediplomat.com/2019/05/what-does-china-want-from-wto-reforms/; Huo Jianguo, “如何应对WTO改革的复杂博弈” [How to deal with the complex game of WTO reform], Huanqiu, January 8, 2019, https://opinion.huanqiu.com/article/9CaKrnKgKX5.

		27. Ben Dolven, Susan V. Lawrence, Thomas Lum, and Ronald O’Rourke, Arbitration Case between the Philippines and China under the United Nations Convention on the Law of the Sea (UNCLOS) (Washington, DC: Congressional Research Service, July 6, 2016), https://crsreports.congress.gov/product/pdf/R/R44555/4.

		28. Robert D. Williams, “Tribunal Issues Landmark Ruling in South China Sea Arbitration,” Lawfare (blog), July 12, 2016, www.lawfareblog.com/tribunal-issues-landmark-ruling-south-china-sea-arbitration.

		29. Ibid.

		30. United Nations Convention on the Law of the Sea, opened for signature Dec. 10, 1982, 1833 U.N.T.S. 397 [hereinafter, UNCLOS], article 296, www.un.org/Depts/los/convention_agreements/texts/unclos/unclos_e.pdf.

		31. UNCLOS articles 55–58.

		32. Peter Dutton, “Three Disputes and Three Objectives—China and the South China Sea,” Naval War College Review 64, no. 4 (2011): 42, https://digital-commons.usnwc.edu/nwc-review/vol64/iss4/6/.

		33. Oona A. Hathaway and Scott Shapiro, The Internationalists: How a Radical Plan to Outlaw War Remade the World (New York: Simon & Schuster, 2017), 362–363.

		34. Ngo Minh Tri, “China’s A2/AD Challenge in the South China Sea: Securing the Air from the Ground,” The Diplomat, May 19, 2017, https://thediplomat.com/2017/05/chinas-a2ad-challenge-in-the-south-china-sea-securing-the-air-from-the-ground/.

		35. Paul Gewirtz, Limits of Law in the South China Sea (Washington, DC: The Brookings Institution, May 2016), www.brookings.edu/research/limits-of-law-in-the-south-china-sea/.

		36. English translation of the Law of the People’s Republic of China on Safeguarding National Security in the Hong Kong Special Administrative Region, Xinhua, June 30, 2020, www.xinhuanet.com/english/2020-07/01/c_139178753.htm.

		37. “Hong Kong: The Joint Declaration,” House of Commons Library, July 5, 2019, https://commonslibrary.parliament.uk/research-briefings/cbp-8616/.

		38. Basic Law of the Hong Kong Special Administrative Region of the People’s Republic of China, www.basiclaw.gov.hk/en/basiclawtext/images/basiclaw_full_text_en.pdf; Alvin Y. Cheung, “Road to Nowhere: Hong Kong’s Democratization and China’s Obligations under Public International Law,” Brooklyn Journal of International Law 40, no. 2 (2015): 465, 470, 477, https://brooklynworks.brooklaw.edu/bjil/vol40/iss2/3/.

		39. Javier C. Hernandez, “Harsh Penalties, Vaguely Defined Crimes: Hong Kong’s Security Law Explained,” New York Times, June 30, 2020, www.nytimes.com/2020/06/30/world/asia/hong-kong-security-law-explain.html.

		40. Vivian Wang and Alexandra Stevenson, “In Hong Kong, Arrests and Fear Mark First Day of New Security Law,” New York Times, July 1, 2020, www.nytimes.com/2020/07/01/world/asia/hong-kong-security-law-china.html; Vivian Wang, Austin Ramzy, and Tiffany May, “Hong Kong Police Arrest Dozens of Pro-Democracy Leaders,” New York Times, January 5, 2021, www.nytimes.com/2021/01/05/world/asia/hong-kong-arrests-national-security-law.html; “Implementation Rules for Article 43 of the Law of the People’s Republic of China on Safeguarding National Security in the Hong Kong Special Administrative Region” (Hong Kong: The Government of the Hong Kong Special Administrative Region of the People’s Republic of China, July 6, 2020), www.gld.gov.hk/egazette/pdf/20202449e/es220202449139.pdf.

		41. “MEPs Call on EU to Consider Lawsuit against China over Hong Kong,” European Parliament, June 19, 2020, www.europarl.europa.eu/news/en/press-room/20200615IPR81235/meps-call-on-eu-to-consider-lawsuit-against-china-over-hong-kong.

		42. Jerome A. Cohen, “Law and Power in China’s International Relations,” New York University Journal of International Law and Politics 52 (2019): 123, 146 https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3373792; Joyce Ng, “Sino-British Joint Declaration on Hong Kong ‘No Longer Has Any Realistic Meaning,’ Chinese Foreign Ministry Says,” South China Morning Post, June 30, 2017, www.scmp.com/news/hong-kong/politics/article/2100779/sino-british-joint-declaration-hong-kong-no-longer-has-any.

		43. Basic Law of the Hong Kong Special Administrative Region of the People’s Republic of China, articles 13–14; Sino-British Joint Declaration, article 3(2), www.cmab.gov.hk/en/issues/jd2.htm.

		44. Basic Law of the Hong Kong Special Administrative Region of the People’s Republic of China, article 23.

		45. U.N. Expert Communique, note 82. International Covenant on Civil and Political Rights (entry into force March 23, 1976) [hereinafter, ICCPR], articles 9, 19, 21, 22, www.ohchr.org/en/professionalinterest/pages/ccpr.aspx.

		46. ICCPR articles 4, 12, 19, 21.

		47. Robert D. Williams, “The ‘China, Inc.+’ Challenge to Cyberspace Norms,” Aegis Series Paper 1803 (Stanford, CA: Hoover Institution, February 2018), 5–6, www.hoover.org/sites/default/files/research/docs/williams_webreadypdf1.pdf (discussing China’s expansive official conception of national security); Ankit Panda, “The Truth about China’s New National Security Law,” The Diplomat, July 1, 2015, https://thediplomat.com/2015/07/the-truth-about-chinas-new-national-security-law/.

		48. Ted Piccone, China’s Long Game on Human Rights at the United Nations (Washington, DC: The Brookings Institution, September 2018), www.brookings.edu/research/chinas-long-game-on-human-rights-at-the-united-nations/ (arguing that China pursues a “two-part strategy that seeks to 1) block international criticism of its repressive human rights record, and 2) promote orthodox interpretations of national sovereignty and noninterference in internal affairs that weaken international norms of human rights, transparency, and accountability”); Yu-Jie Chen, “China’s Challenge to the International Human Rights Regime,” New York University Journal of International Law and Politics 51 (2019): 1179, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3308205.

		49. Margaret K. Lewis, “Why China Should Unsign the International Covenant on Civil and Political Rights,” Vanderbilt Journal of Transnational Law 53, no. 1 (2020): 131, 142–143, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3375182; Jerome A. Cohen, “Law and Power in China’s International Relations,” 152.

		50. Jerome A. Cohen, “Law and Power in China’s International Relations,” 158 (citing Jerome A. Cohen, “Law’s Relation to Political Power in China: A Backward Transition,” Social Research: An International Quarterly 86 (2019): 231, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3354939). Nor can Chinese courts directly apply rights enshrined in China’s Constitution. Keith Hand, “Resolving Constitutional Disputes in Contemporary China,” University of Pennsylvania East Asia Law Review 7 (2011): 51, https://scholarship.law.upenn.edu/ealr/vol7/iss1/2/.

		51. Fu Hualing, “Duality and China’s Struggle for Legal Autonomy,” China Perspectives 1 (2019): 3, www.researchgate.net/publication/332932787_Duality_and_China’s_Struggle_for_Legal_Autonomy.

		52. Kenneth Roth, “China’s Global Threat to Human Rights,” Human Rights Watch, 2020, www.hrw.org/world-report/2020/country-chapters/global; 2019 Annual Report (Washington, DC: Congressional-Executive Commission on China, 2020), www.cecc.gov/publications/annual-reports/2019-annual-report; Jerome A. Cohen, “Law and Power in China’s International Relations,” 159–160.

		53. Austin Ramzy and Chris Buckley, “ ‘Absolutely No Mercy’: Leaked Files Expose How China Organized Mass Detentions of Muslims,” New York Times, November 16, 2019, www.nytimes.com/interactive/2019/11/16/world/asia/china-xinjiang-documents.html; Austin Ramzy, “How China Tracked Detainees and Their Families,” New York Times, February 17, 2020, www.nytimes.com/2020/02/17/world/asia/china-reeducation-camps-leaked.html.

		54. Adrian Zenz, “Sterilizations, IUDs, and Mandatory Birth Control: The CCP’s Campaign to Suppress Uyghur Birthrates in Xinjiang,” The Jamestown Foundation, June 2020, https://jamestown.org/product/sterilizations-iuds-and-mandatory-birth-control-the-ccps-campaign-to-suppress-uyghur-birthrates-in-xinjiang/; “China Cuts Uighur Births with IUDs, Abortion, Sterilization,” Associated Press, June 29, 2020, https://apnews.com/269b3de1af34e17c1941a514f78d764c.

		55. Convention on the Prevention and Punishment of the Crime of Genocide, entry into force January 12, 1951 [hereinafter, “Genocide Convention”], article II, www.un.org/en/genocideprevention/documents/atrocity-crimes/Doc.1_Convention%20on%20the%20Prevention%20and%20Punishment%20of%20the%20Crime%20of%20Genocide.pdf (defining genocide to include “any of the following acts committed with intent to destroy, in whole or in part, a national, ethnical, racial or religious group, as such: (a) Killing members of the group; (b) Causing serious bodily or mental harm to members of the group; (c) Deliberately inflicting on the group conditions of life calculated to bring about its physical destruction in whole or in part; (d) Imposing measures intended to prevent births within the group; (e) Forcibly transferring children of the group to another group.”); Lisa Reinsberg, “China’s Forced Sterilization of Uyghur Women Violates Clear International Law,” Just Security, July 29, 2020, www.justsecurity.org/71615/chinas-forced-sterilization-of-uyghur-women-violates-clear-international-law/; James Millward, “The Uighurs’ Suffering Deserves Targeted Solutions, Not Anti-Chinese Posturing,” The Guardian, July 27, 2020, www.theguardian.com/commentisfree/2020/jul/27/the-uighurs-suffering-deserves-targeted-solutions-not-anti-chinese-posturing.

		56. “China Forcing Birth Control on Uighurs to Suppress Population, Report Says,” BBC, June 29, 2020, www.bbc.com/news/world-asia-china-53220713; Mimi Lau and Linda Lew, “China Defends Its ‘Vocational Training Centres’ in Xinjiang White Paper,” South China Morning Post, September 17, 2020, www.scmp.com/news/china/politics/article/3101986/china-claims-vocational-training-given-nearly-13-million-people.

		57. Lisa Reinsberg, “China’s Forced Sterilization of Uyghur Women Violates Clear International Law.”

		58. Jerome A. Cohen, “Law and Power in China’s International Relations,” 153; Congyan Cai, The Rise of China and International Law, 137–145.

		59. Margaret K. Lewis, “Why China Should Unsign the International Covenant on Civil and Political Rights,” 138–140.

		60. Yu-Jie Chen, “China’s Challenge to the International Human Rights Regime,” 1221; Andréa Worden, “China’s Win-Win at the UN Human Rights Council: Just Not for Human Rights,” Sinopsis, May 29, 2020, https://sinopsis.cz/wp-content/uploads/2020/05/worden-unhrc-win-win.pdf.

		61. Leslie Hook and Lucy Hornsby, “China Emerges as Powerbroker in Global Climate Talks,” Financial Times, November 16, 2018, www.ft.com/content/7c1f16f8-e7ec-11e8-8a85-04b8afea6ea3.

		62. Chloe Farand, “China and India Demand Cash for Climate Action on Eve of UN Summit,” Climate Home News, September 17, 2019, www.climatechangenews.com/2019/09/17/china-india-demand-cash-climate-action-eve-un-summit/.

		63. Mark Landler and Jane Perlez, “Rare Harmony as China and U.S. Commit to Climate Deal,” New York Times, September 3, 2016, www.nytimes.com/2016/09/04/world/asia/obama-xi-jinping-china-climate-accord.html.

		64. U.N. Framework Convention on Climate Change Conference of the Parties, Twenty-First Session, Adoption of the Paris Agreement, U.N. Doc. FCCC/CP/2015/L.9/Rev.1 (December 12, 2015) [hereinafter, “Paris Agreement”], article 4, https://unfccc.int/files/meetings/paris_nov_2015/application/pdf/paris_agreement_english_.pdf; “The Paris Agreement: Nationally Determined Contributions (NDCs),” U.N. Framework Convention on Climate Change, https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement/nationally-determined-contributions-ndcs.

		65. Henry Fountain and John Schwartz, “Climate Accord Relies on Environmental Policies Now in Place,” New York Times, November 12, 2014, www.nytimes.com/2014/11/13/world/climate-pact-by-us-and-china-relies-on-policies-now-largely-in-place.html.

		66. Xi Jinping, “Secure a Decisive Victory in Building a Moderately Prosperous Society in All Respects and Strive for the Great Success of Socialism with Chinese Characteristics for a New Era” (speech, Beijing, October 18, 2017), www.xinhuanet.com/english/download/Xi_Jinping’s_report_at_19th_CPC_National_Congress.pdf.

		67. Somini Sengupta, “China, in Pointed Message to U.S., Tightens Its Climate Targets,” New York Times, September 22, 2020, www.nytimes.com/2020/09/22/climate/china-emissions.html.

		68. Muyu Xu and David Stanway, “China CO2 Emissions from Energy Sector Still on Rise—Researchers,” Reuters, November 14, 2019, www.reuters.com/article/us-china-coal-carbon/china-co2-emissions-from-energy-sector-still-on-rise-researchers-idUSKBN1XO0QL.

		69. Sagatom Saha, “China’s Belt and Road Plan Is Destroying the World,” National Interest, August 18, 2019, https://nationalinterest.org/feature/chinas-belt-and-road-plan-destroying-world-74166 (“That China has been supporting coal abroad while canceling coal projects at home is simple self-interest: Beijing sees coal equipment exports as a solution for excess industrial capacity. Beijing must keep legacy coal manufacturers afloat because the Chinese coal industry and steel industry, which depends on coal, supply roughly twelve million Chinese jobs.”

		70. David A. Wirth, “While Trump Pledges Withdrawal from Paris Agreement on Climate, International Law May Provide a Safety Net,” Lawfare (blog), June 2, 2017, www.lawfareblog.com/while-trump-pledges-withdrawal-paris-agreement-climate-international-law-may-provide-safety-net.

		71. For an argument regarding the strategic benefits of greater U.S. action on climate change, see James A. Baker III, George P. Shultz, and Ted Halstead, “The Strategic Case for U.S. Climate Leadership,” Foreign Affairs, April 13, 2020, www.foreignaffairs.com/articles/united-states/2020-04-13/strategic-case-us-climate-leadership.

		72. Regarding applicability of the U.N. Charter to cyberspace, see “Report of the Group of Governmental Experts on Developments in the Field of Information and Telecommunications in the Context of International Security,” A/68/98, United Nations General Assembly, June 24, 2013, sec. 2, para. 19, www.un.org/ga/search/view_doc.asp?symbol=A/68/98&referer=/english/&Lang=E.

		73. “Group of Governmental Experts,” United Nations Office for Disarmament Affairs, www.un.org/disarmament/group-of-governmental-experts/.

		74. “Report of the Group of Governmental Experts on Developments in the Field of Information and Telecommunications in the Context of International Security,” A/70/174, United Nations General Assembly, July 22, 2015, www.un.org/ga/search/view_doc.asp?symbol=A/70/174.

		75. Michael Schmitt and Liis Vihul, “International Cyber Law Politicized: The UN GGE’s Failure to Advance Cyber Norms,” Just Security, June 30, 2017, www.justsecurity.org/42768/international-cyber-law-politicized-gges-failure-advance-cyber-norms.

		76. “Open-Ended Working Group,” United Nations Office for Disarmament Affairs, www.un.org/disarmament/open-ended-working-group/.

		77. Greg Austin, “International Legal Norms in Cyberspace: Evolution of China’s National Security Motivations,” in International Cyber Norms: Legal, Policy & Industry Perspectives, ed. Anna-Maria Osula and Henry Rõigas (Tallinn: NATO Cooperative Cyber Defence Centre of Excellence, 2016), https://ccdcoe.org/uploads/2018/10/InternationalCyberNorms_Ch9.pdf.

		78. “Fact Sheet: President Xi Jinping’s State Visit to the United States,” The White House, September 25, 2015, https://obamawhitehouse.archives.gov/the-press-office/2015/09/25/fact-sheet-president-xi-jinpings-state-visit-united-states; Jack Goldsmith and Robert D. Williams, “The Failure of the United States’ Chinese-Hacking Indictment Strategy,” Lawfare (blog), December 28, 2018, www.lawfareblog.com/failure-united-states-chinese-hacking-indictment-strategy.

		79. Ben Buchanan and Robert D. Williams, “A Deepening U.S.-China Cybersecurity Dilemma,” Lawfare (blog), October 24, 2018, www.lawfareblog.com/deepening-us-china-cybersecurity-dilemma (responding to Lyu Jinghua, “A Chinese Perspective on the Pentagon’s Cyber Strategy: From ‘Active Cyber Defense’ to ‘Defending Forward,’ ” Lawfare (blog), October 19, 2018, www.lawfareblog.com/chinese-perspective-pentagons-cyber-strategy-active-cyber-defense-defending-forward).

		80. “2019 Group of Governmental Experts on Lethal Autonomous Weapons Systems (LAWS),” United Nations Geneva, www.unog.ch/80256EE600585943/(httpPages)/5535B644C2AE8F28C1258433002BBF14?OpenDocument.

		81. Elsa Kania, “China’s Strategic Ambiguity and Shifting Approach to Lethal Autonomous Weapons Systems,” Lawfare (blog), April 17, 2018, www.lawfareblog.com/chinas-strategic-ambiguity-and-shifting-approach-lethal-autonomous-weapons-systems.

		82. “Position Paper Submitted by China to the Group of Governmental Experts of the High Contracting Parties to the Convention on Prohibitions or Restrictions on the Use of Certain Conventional Weapons Which May Be Deemed to Be Excessively Injurious or to Have Indiscriminate Effects,” United Nations Geneva, April 11, 2018, www.unog.ch/80256EDD006B8954/(httpAssets)/E42AE83BDB3525D0C125826C0040B262/$file/CCW_GGE.1_2018_WP.7.pdf.

		

	
		35

		 

		China’s Expanding Influence at the United Nations—and How the United States Should React

		 

		JEFFREY FELTMAN

		 

		A simplistic quip about the UN contains some truth: “The United States undervalues multilateralism. Europeans overvalue multilateralism. And China wishes to change multilateralism.” With China now the second-largest provider of assessed contributions to the UN’s regular budget (12 percent compared to 22 percent from the United States) and peacekeeping budget (15 percent compared to 27 percent from the United States),¹ China legitimately expects a greater voice.

		Angst about the growing Chinese role² usually cites the four (out of fifteen) UN specialized agencies—the Food and Agriculture Organization, the International Civil Aviation Organization, the International Telecommunications Union, and the United Nations Industrial Development Organization—now headed by Chinese nationals.³ But China is also upping its game in UN political work. As UN under-secretary-general for political affairs (2012–2018), I witnessed China’s expanding interest in peace and security issues under two secretary-generals, Ban Ki-moon and António Guterres.

		 

		BEYOND A DEVELOPMENT FOCUS

		 

		China’s traditional focus at the UN was on development issues.⁴ President Xi Jinping’s 2015 General Assembly speech signaled a shift, in announcing a $1 billion “peace and development” fund and $100 million to support an African Union’s standby peacekeeping force.⁵ Xi’s January 2017 Davos remarks reinforced China’s aspirations for a more assertive international profile.⁶

		 

		INCREASING THE VETO TEMPO

		 

		China has exercised its Security Council veto sixteen times, less than any other permanent member (the “P5”—the United States, the United Kingdom, Russia, France, and China) which holds that power.⁷ But the frequency is rising. For thirteen vetoes, China joined with Russia. The Chinese-Russian bilateral relationship remains complex and marked with mutual suspicion, as Moscow’s allegations that a Russian scientist spied for Beijing reveal.⁸ But inside the council, Beijing and Moscow together downplay human rights, play up sovereign rights, and vex the United States.

		With China and Russia’s strong “P2” alliance, the “P3” (U.S., France, U.K.) should be a counterweight and coordinate outreach to the ten members elected for two-year terms (the “E10”). The P2, however, exploited dysfunction in the P3 stemming from Trump administration policies. Moreover, if a P5 country can deny the adoption of a draft resolution (which requires at least nine affirmative votes out of the fifteen total), it can avoid exercising its veto. China counts on support from the three African council members through commercial and financial leverage and by aligning positions on Africa-related issues with the African states. If China and Russia stay aligned and are confident of A3 support, they only need one other council member to side with them to block a resolution without using the veto.⁹

		 

		CHINA AND PEACE OPERATIONS

		 

		UN peace operations—peacekeeping and special political missions (including special envoys)—operate under Security Council mandates and General Assembly–approved budgets. Thus, while Chinese oversight is not new, China’s previously quiet approach to peace operations has become less muted.

		China starts from a strong position as the second-largest funder of UN dues. China’s credibility is enhanced by having skin in the game: China’s 2,500-plus peacekeepers exceed those of the other P5 combined.¹⁰ Allied with Russia, China uses mandate renewals and budget debates to try to strip out human rights monitors from peace operations. In September 2019, China threatened to veto the renewal of the UN’s Afghanistan mission in an unsuccessful attempt to insert praise of the Belt-and-Road Initiative into the mandate.¹¹ In June 2020, China for the first time blocked Guterres’s appointment of a UN special representative (mimicking what other P5 members have done for years).

		In addition, in 2019, Huang Xia, a Chinese diplomat, became the first Chinese national to lead a UN peace operation. His appointment as special envoy for Africa’s Great Lakes region was in part due to Chinese lobbying. In 2020 Guterres named Chinese national Guang Cong as the deputy special representative for the UN’s South Sudan mission. While Cong has served in UN missions since 2002, it is unusual to have a peace operation in sub-Saharan Africa with both its head (from New Zealand at the time of Cong’s appointment) and the political deputy from outside the continent: Chinese influence likely explains the absence of African insistence on an African national.

		 

		CHINA AND UN POLITICAL WORK

		 

		While the UN’s peace operations focus on specific conflicts, UN political officers monitor global developments to try to prevent or resolve conflict. As with peace operations, Chinese interest in this political work has grown under Xi.

		Unlike Washington, Beijing now provides annual voluntary contributions to the UN Department of Political Affairs (DPA, now the Department of Political and Peacebuilding Affairs). Chinese financial support, while modest, allowed DPA to combat the perception that its work was backed only by Western states. Chinese analysis contributed to DPA’s understanding of specific situations and helped determine whether there was a potential UN role. Before my December 2017 trip to Pyongyang, at a time of alarming tension, no country provided better guidance about dealing with North Korean counterparts.

		In 2016, DPA received its first Chinese junior professional officer, with a second added later. In 2017, China blessed DPA’s proposal to open a liaison office to the Shanghai Cooperation Organization (SCO), headquartered in Beijing. While Washington may dismiss the SCO—a forum established by China, Russia, and most Central Asian states—links to other regional organizations are key to UN legitimacy and credibility with the countries involved. A less confident China, wary of UN “spying,” would likely have resisted hosting a UN liaison officer. This growing DPA-Chinese relationship reflected the higher profile China was adopting throughout the UN system.

		 

		PRESERVING VALUES-BASED MULTILATERALISM

		 

		As a UN official, I wanted deeper relations with China on peace and security matters. Now, outside the UN, I view China’s growing power in the multilateral system with concern.

		But (take a deep breath) China has not imposed a hostile takeover: UN data indicate that, as of April 2020, among UN senior leaders, there are twenty-six Americans compared to three Chinese, in addition to those Chinese heading the four specialized agencies.¹² As of 2017 (the most recent statistics available), the UN reports 5,274 Americans and 1,114 Chinese nationals in full-time positions.¹³

		For all its faults and weaknesses, the UN and the multilateral system under U.S. leadership have largely served as a force multiplier for American interests while producing global benefits. But Americans need to be realistic. With its greater global weight today, China will inevitably assume a larger role in the UN.

		China’s desire for increasing influence in the UN is preferable to Beijing-designed alternatives that exclude or disadvantage the United States. China has not tabled a peace and security equivalent to the Asia Infrastructure Investment Bank. Having China operate within a long-established system established under U.S. leadership provides us a home field advantage. And Beijing and Washington might discover some common interests—China is far more attentive to budget expenditures now than when its dues were insignificant. China’s interests in access for markets, investment opportunities, and natural resources are more readily realized with peace and stability. This differs from Russia’s promotion of instability in Georgia, Ukraine, Syria, and Libya.

		But to prevent China from changing the multilateral system by substituting Chinese rules for those we wrote, we cannot abandon the playing field. We need to cultivate allies to confront Chinese-Russian attempts to strip out or distort normative principles of the UN, such as human rights. As Bruce Jones, Will Moreland, and I argued in September 2019, one element of a multipronged U.S. strategy to maintain leadership in a revitalized multilateral system is to compete within the existing structures for what matters to us.¹⁴

		Yet the Trump administration created vacuums that facilitate Chinese inroads. The game does not cease when we stomp off the field. The Chinese and the Russians must be delighted to see our absence ease their goal in swapping out our values for theirs.

		Then there is the money. Even under the Trump administration, the United States remained the top provider in dollar terms of voluntary contributions for UN activities such as humanitarian assistance. But the United States is also the top debtor in terms of its assessed, or mandatory, contributions: $1 billion and counting in arrears. With the UN Secretariat in a financial crisis that the United States could unilaterally solve by paying its dues, Americans should not be surprised by less patience with, and deference to, U.S. demands in Turtle Bay. It is not in our interest to be perceived as the scofflaw when China is on the move.

		Given unease in many capitals about Chinese intentions, the potential for renewed cooperation to preserve a values-based approach to the UN and multilateralism exists. Indeed, the Trump administration successfully tapped into shared concerns about Chinese intellectual property practices to tip the elections for head of the World Intellectual Property Organization away from the Chinese candidate.¹⁵

		Yes, China’s influence inside the UN is expanding. We cannot stop that. But we can end the current absurdity by which our absence facilitates China’s ability to promote its own operating system in place of the universal values enshrined in the UN Charter, the Universal Declaration of Human Rights, and multiple conventions.
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		China’s Influence on the United Nations Human Rights System

		 

		SOPHIE RICHARDSON

		 

		In recent years, the Chinese government has become considerably more active in a wide range of United Nations (UN) and other multilateral institutions, including in the global human rights system. It has ratified several core UN human rights treaties,¹ served as a member of the UN Human Rights Council (HRC), and seconded Chinese diplomats to positions within the UN human rights system.

		This new activism by one of the most consequential actors in the international system, if underpinned by a serious (albeit unlikely) commitment among senior Chinese leaders to uphold human rights, could have been transformative. But the opposite has happened.² Particularly under President Xi Jinping’s leadership, the Chinese government does not merely seek to neutralize UN human rights mechanisms’ scrutiny of China, it also aspires to neutralize the ability of that system to hold any government accountable for serious human rights violations.³

		It is crucial—particularly for people who live in democracies and enjoy the rights to political participation, an independent judiciary, a free media, and other functioning institutions—to recall why the international human rights system exists. Quite simply, it is because states often fail to protect and instead violate human rights, particularly in countries that lack systems for redress and accountability. People need to appeal to institutions beyond their government’s immediate control.

		Beijing is no longer content simply denying people accountability inside China: it now seeks to bolster other countries’ ability to do so even in the international bodies designed to deliver some semblance of justice internationally when it is blocked domestically.⁴

		Beijing’s resistance to complying with global public health needs and institutions in the COVID-19 crisis,⁵ and its blatant violation of international law with respect to Hong Kong,⁶ should not be seen as anomalies. They are clear and concerning examples of the consequences for people worldwide not only of a Chinese government disdainful of international human rights obligations but, increasingly, also seeking to rewrite those rules in ways that may affect the exercise of human rights around much of the world. Chinese authorities fear that the exercise of these rights abroad can directly threaten the party’s hold on power, whether through criticism of the party itself or as a result of holding Beijing accountable under established human rights commitments.

		 

		CHINA AND THE UN HUMAN RIGHTS SYSTEM

		 

		In June, HRC member states adopted China’s proposed resolution on “mutually beneficial cooperation” by a vote of 23–16, with eight abstentions.⁷ This vote capped a two-year effort that is indicative of Beijing’s goals and tactics of slowly undermining norms through established procedures and rhetoric, which have had significant consequences on accountability for human rights violations. The effort became visible in 2018 when the Chinese government proposed what is now known as its “win-win” resolution,⁸ which set out to replace the idea of holding states accountable with a commitment to “dialogue,” and which omitted a role for independent civil society in HRC proceedings. When it was introduced, some member states expressed concern at its contents. Beijing made minor improvements, and, along with the perception at the time that the resolution had no real consequences, it was adopted 28-1. The United States was the only government to vote against it.

		China’s June resolution seeks to reposition international human rights law as a matter of state-to-state relations, ignores the responsibility of states to protect the rights of the individual, treats fundamental human rights as subject to negotiation and compromise, and foresees no meaningful role for civil society. China’s March 2018 resolution involved using the council’s Advisory Committee, which China expected would produce a study supporting the resolution. Many delegations expressed concern but gave the resolution the benefit of the doubt, abstaining so they could wait to see what the Advisory Committee produced.

		China’s intentions soon became clear: its submission⁹ to the Advisory Committee hailed its own resolution as heralding “the construction of a new type of international relations.”¹⁰ The submission claims that human rights are used to “interfere” in other countries’ internal affairs, “poisoning the global atmosphere of human rights governance.”

		This is hardly a coincidence: China has routinely opposed efforts at the council to hold states responsible for even the gravest rights violations, and the submission alarmingly speaks of “so-called universal human rights.” It is nonetheless encouraging that sixteen states voted against this harmful resolution in June 2020, compared with only one vote against it in 2018, signaling increasing global concern with China’s heavy-handed and aggressive approach to “cooperation.”

		That the resolution nonetheless passed reflects the threat China poses to the UN human rights system. In 2017, Human Rights Watch documented China’s manipulation of UN review processes, harassment, and intimidation of not only human rights defenders from China but also UN human rights experts and staff, and its successful efforts to block the participation of independent civil society groups, including organizations that do not work on China.¹¹

		In 2018, China underwent its third Universal Periodic Review (UPR), the process for reviewing all UN member states’ human rights records. Perhaps because Chinese authorities had since China’s previous review opened an extraordinary assault on human rights, Chinese diplomats did not just resort to some of their past practices, which had included providing blatantly false information at the review, flooding the speakers’ list with friendly states and government-organized civil society groups, and urging other governments to speak positively about China.

		This time around China also pressured UN officials to remove a UN country team submission from the UPR materials (ironically that report was reasonably positive about the government’s track record),¹² pressured Organisation of Islamic Cooperation member states to speak positively about China’s treatment of Uyghur Muslims, and warned other governments not to attend a panel event about Xinjiang.

		China has so far fended off calls by the high commissioner for human rights and several HRC member states for an independent investigation into gross human rights abuses in Xinjiang, the region in China where an estimated 1 million Uyghurs and other Turkic Muslims remain arbitrarily detained.¹³ Typically, violations of this magnitude would have already yielded actual accountability proceedings, but China’s power is such that three years into the Xinjiang crisis there is little forward movement.

		In July 2019, two dozen governments sent a letter to the HRC president—though they were unwilling to make the call orally on the floor of the HRC—urging an investigation.¹⁴ China responded with a letter signed by thirty-seven countries, mostly developing states with poor human rights records. In November, a similar group of governments delivered a similar statement at the Third Committee of the UN;¹⁵ China responded with a letter signed by fifty-four countries.¹⁶

		Beijing also seeks to ensure that discussions about human rights more broadly take place only through the human rights bodies in Geneva, and not other UN bodies, particularly the Security Council. China contends that only the HRC has a mandate to examine them—a convenient way of trying to limit discussions even on the gravest atrocities. In March 2018, it opposed a briefing by then high commissioner for human rights Zeid Ra’ad al Hussein to the Security Council on Syria,¹⁷ and in February 2020 it blocked a resolution at the Security Council on the plight of Myanmar’s ethnic Rohingya.¹⁸

		UN human rights experts, typically referred to as special rapporteurs, are key to reviews and accountability of UN member states on human rights issues. One of their common tools is to visit states, but China has declined to schedule visits by numerous special rapporteurs, including those with mandates on arbitrary detention, executions, or freedom of expression.¹⁹ It has allowed visits by experts on issues where it thought it would fare well: the right to food in 2012, a working group on discrimination against women in 2014, and an independent expert on the effects of foreign debt in 2016.²⁰ In 2016, China allowed a visit by Philip Alston, then the special rapporteur on extreme poverty and human rights, who ended his visit early when authorities followed him and intimidated people he had spoken to.²¹ Since that time, China has only allowed a visit by the independent expert on the rights of older people in late 2019.

		China also continues to block the Office of the UN High Commissioner for Human Rights from having a presence in China. While there are two dozen other UN agencies in China, they have rarely invoked their mandate to promote human rights.

		In late June, fifty UN current and former special procedures—the most prominent group of independent experts in the UN human rights system—issued a searing indictment of China’s human rights record and call for urgent action.²² The experts denounced the Chinese government’s “collective repression” of religious and ethnic minorities in Xinjiang and Tibet; the repression of protest and impunity for excessive use of force by police in Hong Kong; censorship and retaliation against journalists, medical workers, and others who sought to speak out following the COVID-19 outbreak; and the targeting of human rights defenders across the country. The experts called for convening a special session on China, creating a dedicated expert on China, and asking UN agencies and governments to press China to meet its human rights obligations. It remains to be seen whether and how the UN secretary-general, the high commissioner for human rights, and the HRC will respond.

		Despite its poor human rights record at home, and a serious threat to the UN human rights system, China was reelected to the HRC in October, though with a significant drop in votes (from 180 down to 139), the lowest of any elected government in the Asia region. Absent a critical mass of concerned states committed to serving as a counterweight to both problems, people across China and people who depend on this system for redress and accountability are at serious risk.

		 

		WHAT HAPPENS IF CHINA’S POLICIES ARE NOT REVERSED—AND WHAT TO DO

		 

		The consequences for failing to stop China’s assault on the international human rights system are simple and stark. If these trends continue unabated, the UN Security Council will become even less likely to take action on grave human rights crises; the fundamental underpinnings of a universal human rights system with room for independent actors will further erode; and Chinese authorities’ (and their allies’) impunity will only grow.

		Serious rights-violating governments will know they can rely on Beijing for investment and loans with no conditions. People around the world will increasingly have to be careful whether they criticize Chinese authorities, even if they are citizens of rights-respecting democracies or in environments like academia, where debate is meant to be encouraged.

		Chinese government conduct over the first half of 2020—its stalling in an independent investigation into the COVID-19 pandemic, its blatant rejection of international law in deciding to impose national security legislation on Hong Kong, even its manipulation of Tiananmen commemorations for people in the United States—appears to have galvanized momentum to push back. Parliament members from numerous countries are calling for the appointment of a UN special envoy on Hong Kong and/or a standing mechanism at the HRC to examine and report regularly on human rights violations by the Chinese government.

		But this is far from creating the kind of counterweight necessary to curb Beijing’s agenda, whose threat can now be seen clearly. To protect the UN human rights system from Chinese government erosions, rights-respecting governments should urgently form a multiyear coalition not only to ensure that they are tracking these threats but also to prepare themselves to respond to such threats at every opportunity to push back. This means nominating candidates for UN expert positions and calling out obstructions in the accreditation system.This means canvassing and organizing objections to norm-eroding resolutions, and mobilizing allies to put themselves forward as candidates for the HRC or other selections made by regional blocs. China has the advantages of deep pockets and no periodic changes in government to encumber its ability to plan; democracies will struggle with both. But here the stakes could not be higher—not just for the 1.4 billion people in China, but for people around the world.

		Finally, it is critical that none of these efforts to limit the Chinese government’s threats to human rights rebound on people across China or of Chinese descent around the world. The rapid spread of COVID-19 triggered a wave of racist anti-Asian harassment and assaults, and an alarming number of governments, politicians, and policies are falling into Beijing’s trap of conflating the Chinese government, the Chinese Communist Party, and people from China.²³ They are not the same, and the human rights of people in China should remain at the core of future policies.
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		The genocide crisis in Xinjiang represents the convergence and culmination of failed development efforts, increasingly aggressive assimilationist policies, and a cycle of repression-resistance-repression that has played out in Xinjiang since the 1990s.¹ Xinjiang’s network of internment camps has deprived more than 1 million people of their liberty.² Turkic Muslim internees have not been tried, but simply accused of extremism. Signs of supposed extremism, published in a police list to identify “pre-crimes” in potential detainees, include commonplace Islamic practices, such as avoiding alcohol, fasting, veiling, wearing a beard, or owning a Quran. Foreign travel or contacts and having “too many children” are also justifications for detention.³ Within the camps, internees are subjected to regimented daily routines, political indoctrination, some Mandarin language training, and forced renunciations of Islam and Uyghur culture. Former detainees who have managed to leave China report crowded cells, unsanitary conditions, poor food, beatings, physical and psychological torture, and systematic rape, as well as forced birth control.⁴

		Although People’s Republic of China (PRC) authorities insist that the camps are “vocational training centers,” a leaked template specifies that “students” must complete at least one year of “concentrated educational transformation” and pass a strict evaluation of their political thinking and discipline before they proceed to a further three to six months of “vocational” factory skills training.⁵

		 

		SURVEILLANCE COMPANIES INVOLVED

		 

		Chinese and non-Chinese companies alike are involved in Xinjiang’s system of surveillance, implicating them in all these forms of repression. Such companies benefited financially and reputationally in 2015 from the central government’s policy of prioritizing “stability” in Xinjiang and the construction of the national rural-focused Sharp Eyes surveillance program.⁶ By 2018, nearly 1,400 Chinese companies were competing for lucrative contracts in Xinjiang—of these, around 1,000 were Xinjiang-based.⁷

		From the perspective of policy options, these companies fall into three groups: Chinese firms that have landed on the Bureau of Industry and Security (BIS) Entity List for their harms to human rights in Xinjiang; active Chinese players in Xinjiang that have so far evaded U.S. sanction; and Western companies selling core hardware to either of the two preceding groups.

		 

		ENTITY LIST COMPANIES AND IMPACT

		 

		In October 2019, the United States began to use human rights to justify adding Chinese companies and government bodies to the BIS Entity List in order to cut off these entities’ access to imported components. However, many offending Chinese firms remain unlisted.⁸ BIS selected eight companies and twenty Xinjiang government institutions, pointing to their “implementation of China’s campaign of repression, mass arbitrary detention, and high-technology surveillance” against Uyghurs, Kazakhs, and other Turkic Muslim groups in Xinjiang.⁹ The list included video surveillance companies Dahua, Hikvision, Megvii, Yitu, Sensetime, and Yixin Science and Technology Co. Ltd; voice recognition firm iFlytek; and digital forensics firm Xiamen Meiya Pico Information Co. Ltd.¹⁰ The role these companies play in Xinjiang will be discussed in the sections that follow.

		In May 2020, BIS added eight more Chinese firms and China’s Ministry of Public Security’s Institute of Forensic Science to the list under the same justification.¹¹ The additions included Aksu Huafu Textiles, likely due to forced labor concerns, facial recognition companies CloudWalk, Intellifusion, IS’Vision, NetPosa and its subsidiary SenseNets, and information technology infrastructure company FiberHome Technologies Group, along with its cloud and big data subsidiary Nanjing FiberHome Starrysky Communication Development.¹²

		Many of the sanctioned Chinese companies are also on the Chinese Ministry of Science and Technology’s national “AI Champions” list.¹³ Artificial intelligence (AI) champions have a voice in national technical standards setting. They also have relative freedom from competition with state-owned enterprises and are meant to help China lead the world in AI technologies by 2030.¹⁴ Of the fifteen national champions, five have been placed on the Entity List for human rights violations in Xinjiang: iFlytek, Hikvision, Yitu, Megvii, and SenseTime.

		China’s facial recognition giants form the backbone of its surveillance system in Xinjiang and exercise great influence across China and the globe. Hikvision and Dahua supply around one-third of the global market for security cameras and related goods like digital video recorders.¹⁵ From 2016 to 2017, eleven Hikvision and Dahua Public-Private Partnership Safe Cities and public security checkpoint projects in Xinjiang totaled more than 7 billion yuan ($1.2 billion).¹⁶ One Hikvision project in Ürümqi was worth $79 million, with a network of 30,000 security cameras, video analytics hubs, intelligent monitoring systems, big data centers, police checkpoints, and drones.¹⁷ Another Hikvision project in Pishan County included the installation of a surveillance system in a re-education camp and mosques.¹⁸

		Facial recognition companies, such as Yitu, Cloudwalk, and Intellifusion, actively market their products for public security use. At “anti-terrorism” expos held in Xinjiang in August 2017, CloudWalk demonstrated its Fire Eye (火眼) product, capable of twenty-four-hour monitoring and immediate police notification upon detection of fugitives or persons of interest.¹⁹ At the same expos, Intellifusion demonstrated Deep Eye (深目), purportedly customizable for antiterrorism needs.²⁰ Yitu launched a similar project called Dragonfly Eye (蜻蜓眼), capable of performing static photo-based face comparisons or video-based dynamic comparisons in both residential and public areas.²¹ All of the aforementioned companies’ products could be used to identify subjects of interest among the Uyghur population, referred to by the authorities as “focus personnel.”²²

		Beyond facial recognition, longtime voice recognition player iFlytek collaborated with hardware and service providers Meiya Pico and Fiberhome to develop tools automating transcription and translation of Uyghur language audio into Mandarin. This product enables authorities to scan for “pre-criminal” and criminal content.²³ After iFlytek established a subsidiary and laboratory in Xinjiang to develop speech recognition technology focusing on non-Chinese languages, authorities in the region adopted the tool for tracking and identifying non-Han populations.²⁴

		Placement on the Entity List has not yet significantly slowed the development of these companies, as they have claimed to source supply chain alternatives and have received renewed demand under COVID-19.²⁵

		 

		NON–ENTITY LIST COMPANIES AND IMPACT

		 

		Several technology companies not yet placed on the Entity List have perpetuated both overt and indirect human rights harms in Xinjiang. Longtime Xinjiang-based Leon Technology, for example, oversaw half of the Safe City projects in Ürümqi by the end of 2017.²⁶ The firm also launched a joint venture with SenseTime called Tang Li Technology, increasing surveillance through “convenience police stations” in Kashgar and expanding monitoring to thousands of video access points in the city’s rural areas.²⁷

		Data doors, manufactured by companies, such as Pingtech, CETC, and Dilusense, have also been integral to data collection efforts in Xinjiang.²⁸ The entryways have facial recognition capabilities and ID card verification, and can lift electronic device identifier numbers; how they source their components is often unclear.²⁹ When collected data are combined with data from facial recognition, surveillance cameras, license plates, phone records, and social media posts, authorities can track individuals with alarming clarity.³⁰

		 

		WESTERN COMPANIES’ ROLE

		 

		An underexamined question is how Western companies have bolstered China’s surveillance state and Xinjiang operations through investment and financing, academic and research partnerships, intellectual property transfer, medical equipment export for surveillance (as in the case of Thermo Fisher), or hardware exports.³¹ These firms provide a technical basis for China’s unprecedented mass racial profiling and ethnic oppression, especially in hardware, as Chinese companies largely cannot provide homegrown substitutions and rely on the West for the chips that enable deep learning and storage hard drives designed for surveillance.³²

		U.S.-based companies such as Intel, NVIDIA, Xilinx, Seagate, and Western Digital have sold hardware used in Chinese surveillance operations.³³ According to Chinese sources, graphics processing units (GPU) from Intel and NVIDIA have delivered direct benefits to Chinese surveillance companies.³⁴ Hikvision and Dahua both rely on these chips for their servers, cameras, and safe city applications.³⁵ Hikvision and Dahua also depend on leading American hard drive companies, such as Seagate and Western Digital; a company active in Xinjiang stated that it only uses products from Western Digital and Seagate.³⁶

		It is also possible that NVIDIA and Intel hardware have contributed to detection of Uyghurs in video surveillance systems outside Xinjiang, as at least eight nationwide Ministry of Public Security (MPS) projects require NVIDIA and Intel chips to perform Uyghur detection.³⁷ The MPS mandated this capability in its December 2017 draft facial recognition guidelines—which were met by Hikvision, Yitu, Megvii, SenseTime, and CloudWalk.³⁸

		 

		RECOMMENDATIONS

		 

		The following sections offer policy recommendations for the United States, allies, and multilateral actors.

		 

		Policy Recommendations for the United States Related to Surveillance Technology

		 

		The United States should propose alternative surveillance technology standards at the UN’s International Telecommunications Union, where Chinese companies have been the only submitters since 2016, and therefore the only major player shifting normative goalposts.³⁹

		 

		BIS and the State Department, along with academics, researchers, and nongovernmental organizations, should publicly disclose knowledge of Chinese surveillance companies’ supply chains, and determine how many suppliers are from the United States and other democracies.

		 

		The aforementioned groups should create a public repository of rights abuses in Xinjiang, modeled off databases such as the California Proposition 65 list or the Environmental Protection Agency’s Toxics Release Inventory Program, to further scrutinize and identify underexamined companies for the Entity List.⁴⁰

		 

		Congress should prevent Chinese surveillance companies from selling their technology in the United States, beyond current bans on use by U.S. government customers.

		 

		BIS and the interagency process should disclose if the earlier inclusion of Huawei on the Entity List has arrested its surveillance activities in Xinjiang, even if that was not why Huawei was initially sanctioned.⁴¹

		 

		 

		General Policy Recommendations for the United States Regarding Repression of Turkic Muslims in Xinjiang

		 

		The United States should more clearly articulate the intended aims of its policy actions on Xinjiang to include the closure of internment camps; reduction of surveillance and elimination of “pre-criminal” profiling of Xinjiang indigenous peoples; an end to family separation and birth suppression targeted at Uyghurs and other non-Han groups; return to previous PRC support and promotion of the identity and culture of Xinjiang’s non-Han groups; and encouragement of a Xinjiang economic development program prioritizing indigenous conditions and human rights.

		 

		The U.S. Citizenship and Immigration Services should address its asylum backlog for the hundreds of Uyghurs settled in the United States who face deportation risk and near-certain internment if returned to China.⁴²

		 

		The United States should enhance its position to advocate for human rights and fair economic practices in Xinjiang and the PRC more broadly by joining and/or reenergizing its role in Asia-Pacific regional multilateral organizations and meetings (Trans-Pacific Partnership, Asia-Pacific Economic Cooperation, Association of Southeast Asian Nations), and by rejoining the UN Human Rights Council.

		 

		The Labor Department’s Bureau of International Labor Affairs (BILA) should prioritize investigating and publicizing the Xinjiang issue and be provided with requisite funding to do so.⁴³ BILA should investigate not only Xinjiang-based factories but commercial and carceral operations of Xinjiang-related activities of Chinese municipalities, provinces, and corporations involved, and other arrangements by which the PRC state channels Xinjiang labor into manufacturing. The BILA should publish and frequently update lists of goods and enterprises of concern.

		 

		Potential U.S. importers of goods from China should strengthen their due diligence in scrutinizing supply chains for involvement in the Xinjiang surveillance, internment, and involuntary labor complex.

		 

		U.S. Customs and Border Protection, as informed by the BILA and private actors, should robustly enforce forced labor restrictions to block imports of goods associated with the Xinjiang surveillance, internment, and involuntary labor complex.

		 

		 

		Policy Recommendations for Global and Multilateral Actors

		 

		Other nations should coordinate with the United States to identify, publicize, and sanction officials and corporations associated with the repression in Xinjiang. Chinese and international corporations should redouble their diligence efforts to avoid direct or indirect association with the Xinjiang surveillance, internment, and forced labor complex. All nations should denounce the repressive policies in Xinjiang during interactions with PRC interlocutors.

		 

		All nations should provide asylum and support to Turkic Muslims fleeing oppression in the PRC, in adherence to the principle of non-refoulement.

		 

		Corporations and nations should collectively signal to PRC authorities that their sponsorship and participation in the 2022 Beijing Olympics will be impossible if the current treatment of Xinjiang peoples continues.
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