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To: Deleg<1tion·Members 
From: Martin B. Gold and Allegra Han 
Date: March 1, 2019 
Re: Trip to China 

Briefing Book - 5 

What follows are materials that should be helpful to you as you think about our forthcoming 
trip to China. The book covers an ab1mdance of pll.pers. You may not have time to read them all. 
The lengthy ones are, however, noteworthy. There is a valuable overview chapter from Dr. Henry 
Kissinger's book, On China. There is a piece by former Australian Prime Minister Kevin Rudd. He 
is a noted Sinologist. Finally, there is reprinted a set of five articles that appeared recently in the New 
York Times .. These articles are especially insightful on China's transformation into a present day 
colossus. 

The briefing book has the following structure: 

1. Itinerary and city information. 

2. Prefatory documents that outline useful information about Chinese history, culture and 
governmental structure. 

3. Documents that shed light on the historical framework and development of U.S.•China 
relations. It is difficult to argue that there is a more important bilateral relationship 
anywhere. 

4. Materials concerning the trade war. 

5. Articles more specifically related to intellectual property, which is an important 
component of the trade war. 

6. Materials pertinent to the Made in China 2025 policy. 

7. Several matters of topical interest in China society. 

US,China relations ate in substantial flux. lfanything major happens over the next few weeks, 
we augment these materials. 
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Briefing Book - 7 

Draft Itinerary of Congreulona_l Staff Trip 20190412-20190421 
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Beijing 
From Wi.kipedia, the free encyclopedia 

Beijing, sometimes romanized as Peking,lfil is the capital of the People's Repubjjc of China and one 

of the most populous cities in the world. The population as of 2013 was 21,150,000. The gtl 

proper is the 3rd largest i.n the world.lilThe mEC!tropolis, located in northern China, is governed as 

a direct-controlled municipality underthe national government, with 14 urban and suburban districts 

and two ruraLcounties.l!!IBeijing Municipality is surrounded by Hebei Province with the exception of 

neighboring TianjinMunicipality to the southeast."' 

Beijing is the second la,rgest Chinese city by urban population after Shanghai and is the 

nation's political, cultural, and educational center emit is home to the headquarters of most of China's 

,largeststatecowned companies, and is a major hub for the national highway, expressway,railway. 

and high-speed tail networks. The Beijing Capital International Airport is the second busiest in the 

world by passenger traffic.{11] 

The city's history dates back. three millennia. As the last of the Four Great Ancient Capitals of China, 

Beijing has been the political center of the country for much of the past eight centuries,rmThe city is 

renowned for its opulent palaces, temples, parks and gardens, tombs, walls and gates,lLll and its art 

treasures and universities have made it a center of culture and·art in China.llll£ncvclopaldia 

Britannica notes that "few cities in the world have served for so long as the political headquarters 

This m_~terial is distributed by Capitol Counsel LLC on behalf of U5-China transpacific Foundation. 
Additiorial infonnation is available at the Dep·artment of Justice, washington, DC. 
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and cultural centre of an area as immense as China."lli! Beijing has seven UNESCO World Heritage 

Sites - the Forbidden City. Temple of Heaven, Summer Palace, Ming Tombs, Zhoukoudian, Great 

Wall, and the Grand Canal.llfil 

History 

The e;i_rliest tr,1ces of human habitation in the Beijing municipality were found in the caves of Dragon 

Bone Hill neatthe village of Z:houkoudian in Fangshan District, where Peking Man lived. Homo 

erectus fossils from the caves date to 230,000 to 250,000 years ago. Paleolithic Homo sapiens also 

lived there more recently, a.bout 27,000 years ago.ruiArchaeologists have found neolithic settlements 

throughout the municipality, including in Wa11gfujing, located in -downtown Beijing. 

By the 15th century, Beijing had essentially taken its current shape. It is generally believed that 

Beijing was the largest city in the world for most of the 15th, 16th, 17th, and 18th 

centuries.@fil The first known church was constructed by Catholics in 1652 at the former site 

of Matteo Ricci's chapel; the modem Nantang Cathedral was later built upon the samesite.iifil. 

During the Second Opium War, Anglo-French forces captured the city, looting and bu ming the Old 

Summer Palace in 1860. Under the Convention of Peking ending that war, Western powers for the 

first time secured the right to establish permanent diplomatic presences within the city. In 1900, the 

attempt by the "Boxers" to eradicate this presence, as well as Chinese Christian converts, led to 

Beijing's reoccupation by foreign powers."'' During the fighting, several important structures were 

destroyed, including the Hanlin Academy and the (new) Summer Palace. 

Republic 

The fomenters of the Xinhai Revolution of 1911 sought to replace Qing rule with a republic and 

leaders likeSun. Yat,sen originally intended to return the capital to Nanjing. After the Qing 

general Yuan Shikai forced the abdication of the last Qing emperor and ensured the success of the 

revolution, the revolutionaries accepted him as president of the new Republic _of China. Yuan 

maintained his capital at Beijing and quickly consolidated power, declaring himself emperor in 1915. 

His death less tha_n a year later{191 left China under the control of the warlords commanding the 

regional armies. Following the success of theNationalists' Northern Expedition, the capital was 

formally removed to Nanjing in 1928. On 28 June the same year, Beijing's name was returned to 

Beiping (written at the time as "Peiping").= 

During the Second Sino-Japanese War,[!Q!Beiping fell to Japan on 29 July 19371illand was made the 

seat of the Provisional Government of the Republic o!China, a puppet state that ruled the ethnic-

This material is distributed by Capitol Counsel LLC on behalf of US-China Transpacific Foundation. 
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. Chinese portions of Japanese-occupied northern China. M>J This government was l_ater merged into 

the larger Wang Jingwei government based in Nanjing."" 

People's Republic 

In the final phases of the Chinese Civil War, the People's Liberation Army seized control of the city 

peacefully on 31 January 1949 in the course of the Pingjin Campaign. On 1 October that year, Mao 

Zedong announced the creation of the People's Republic of China from atop Tian'anmen. He 

restored the name of the city, as the new capital, to Beijing,1<>1a decision that had been reached by 

the Chinese People's Political Consultative Conference just a few days earlier. 

In the 1950s, the city began to expand beyond the old walled city and its surrounding 

neighborhoods, with heavy industries in the west and residential neighborhoods in the north. Many 

areas of the Beijing city wall were tom down in the 1960s to make way for the construction of 

the Beijing Subwayand the 2nd Rin9Road 

During the Cultural Revolution from 1966 to 1976, the Red Guard movement begl!n in Beijing and 

the city's government fell victim to one of the first purges. By the fall of 1966, all city schools were 
' 

shut down and over a million Red Gua.rds from across the country gathered in Beijing for eight rallies 

in Tian'anmen Square with Mao.~ In April 1976, a large public gathering of Beijing residents against 

the Gang of Four and the Cultural _Revolution in Tiananmen Square was forcefully suppressed. In 

October 1976, the Gang was arrested in Zhongnanhai and the Cultural Revolution came to an end. 

In December 1978, the Third Plenum of the 11th Party Congress in Beijing under the leadersnip 

of Deng Xiaoping reversed the verdicts against victims of the Cultural Revolution and instituted 

the "policy of reform and opening up." 

Since the earty 1980s, the u_rban area of Beijing has expanded greatly with the completion of the 2nd 

Ring Road in 1981 and the subsequent addition of the 3rd, 4th, 5th and 6th Ring 

Roads.'"""'According to one 2005 newspaper report, the size of newly developed Beijing was one

and~a-half times larger than before.l'!.!Wangfujing and Xidan have developed into flourishing 

shopping districts,®llwhile Zhongguancun has beco_me a major center of electronics in China.illiln 

recent years,. the expansion of Beijing has also brought to the forefront some problems of 

urbanization, such as heaw traffic. poor air quality. the loss of historic neighborhoods, and a 

significant influx of migrant workers from less-0eveloped rural areas of the country.r;,JBeijing has also 

been the location of many significant events in recent Chin_ese history, principally the Tiananmen 

Square protests of 1989'"1 and the2008 Summer Olympics. This city was awarded to host the 2015 

· World Championships in Athletics.JMJ 
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Economy 

Wangfuiina .. Stree_t is one of the busiest shopping street_s in Beijing with nearly 100,000 visitors daily (August 

2008). The sale of consumer goods both retail and wholesale accounted for ab.out ¼ of Beijing's economic 

output in 2013.IOll 

Beijing's economy ranks among the most developed and prosperous in China. In 2013, the 

municipality's nominal gross domestic.product (GDP} wasCN¥1.95 trillion (US$314 billion), about 

3.43% of the country's total output, and ranked 13th among province-level administrative units.lOllPer 

capita GDP, at CN ¥93,213 (US$15,051) ill nominal terms and lntS21,948 at purchasing power 

parity. w.Is 2 .. 2 tim.es the national average and rankedsecond among province"level administrative 

units.lBllThe economy tripled in s.ize from 2004 to 2012,l8'1and grew at an annual rate of 7.7% in 

2013.ffl'I 

Due to the'concentration of state owned enterprises in the national capital, Beijing in 2013 had 

more Fortune Global 500 Company headquarters than any other city in the world.liIDThe city also 

ranked No. 4 in the number of billionaire residents after Moscow, New York and Hong Kong.rnru In 

2012,PricewaterhouseCoopers rated Beijing's overall economic influence as No. 1 in China.l!fil 

Demographics 

In 2013, Beijing had a total population of 21.148 million within the municipality, of which 18.251 

million resided in urban districts or suburban townships and 2.897 million lived in rural 

villages.ffl'IWithin China, the city ranked second in urban population after Shanghai and the third in 

municipal population after Shanghai and Chongqing. Beijing also ranks among the most populous 

cities in the world, a distinction the city has held for much of the past 800 years, especially during the 

151~ to early 19th centuries when it was the largest.city in the world. 

About 13 million of the city's re.sidents in 2013 had local hukou permits, which entitles them to 

permanent residence in Beijing.ffl'IThe remaining 8 million residents had hukou permits elsewhere 

and were not eligible to .receive some social benefits provided by the Beijing municipal 

government.""' 

The population increased in 2013 by 455,000 or about 7% from the previous year and contiri~ed a 

decade-long trend of rapid growth.""'The total population in 2004 was 14.213 million.mm.The 

population gains are driven largely by migration. The population's.rate of natural increase in 2013 

was a mere 0.441%, based on a birth rate of 8.93 and a mortality rate of 4.52.ffl'IThe gender 

balance was 51..6% males and 48.4% females.""' 
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Working age people account for nearly 80% of the population. Compared to 2004, residents age 0-

14 as a proportion of the population dropped from 9.96% 16 9.5% iri 2013 and residents over the age 

of 65 declined from 11.12% to 9.2%.1" 11"' 

According to the 2010 census, nearly 96% of Beijing's population are ethnic l:lan Chinese.IlQIDOf the 

800,000 ethnic minorities living in ttie capital, Manchu(336,000), Hui (249,000), Korean (77,000), 

Mongol (37,000) and Tujia (24,000) constitute'the five largest groups.''"1In addition, there wereB,045 

Hong Kong residents, 500 Macau residents, and 7,172 Taiwan residents along with 91,128 registered 

foreigners living in Beijing.'"l01A study by the Beijing Academy of Sciences estimates that in 2010 there 

were on average 200,000 foreigners living in Beijing on any given day, including students, business 

travelers and tourists, who are not counted as registered residents.1'"' 

From 2000 to 2010, the percentage of city residents with at least some college education nearly 

doubled from 16.8% to 31 5%.IlQIDA_bout 22.2% have some high school educat_i_on and 31% had 

reached middle schooJ.IlQID 
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Hainan 
·, 
\. 

Island and province 
Located in in the South China Sea 
Created in 1988 Mongofia , . .........,r 
The second largest island off the China coast 
(Taiwan is the largest) 
Separated fromthe mainland by Hainan Strait 
"Chino's Hawaii" 

: ··•lk\fflll 

Xi,l)J1Q!J~ ' 

\ 

--~ ··Haikoli .. ·. 
Th
!~d ainan /~land 
ai n . -, . , 

, ': Sa..d'IO,l~.Soo • 

This materiaJ is distributed by Capitol Counsel LLC on ballalf of US-China TranSpaofic FOundcitiOn 
Addit1orial information iS avi;t11a_ble at th_e- Dep·artment of Justice, Was_hingi.an, DC 



Major cities of Hainah: 

Haikou - Hainan's capital, largest city, and major port 

Sanya - near the island's southern tip, the second largest city 

HAINAN 

! 
.. 

... ~.: . __ y.: 

This matenal is distributed oy Capitol Counsel LLC on behalf of US-China Ttanspadf1c Fciundation 
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Important/acts on Hainan: • 

Haindn became a part of China's Reform 
and Opening-up Polley in 20th century. TO YEARS 

"I & BEYOND 
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In July I 979, under Deng Xiaoping's 
influence, the central government 
decided to establish 'Special Export 
Zones•: later called Special Economic 
Zones (SEZs), in Shenzhen, Zhuhal and 
Shantou in Guangdong province and 
Xlamen in Fujian province. This signaled 
the start of China's opening to the outside 
wortd. 

.. ··. .. ' Er 
· 7; DENG XIAOPINGt 

r Deng Xi~oping launched China'.s .· I 
l· C ·~~form ~nd-Openi~g u~ polfcy diJfing:_ ~ 
I,. the T~ird ~l~nary .session of ttie 11t.h -~ 
f · Central Comm,Hee of the Communist '"' 

• This experiment was extended to 14 large 
cities in coastal areas in I 984. the newly 
established province of Hainan in 1988, 
and a host of cities along the Yangtze 
River and interior border cities in the early 
19905 

This materiaj 1s distributed by Capitol Counsel LLC on be!1alf of US-China Transpacific Foun_datlcin. 
Additicirial infol'TT1at1on is available a_t the Depart111:ent of J_usUc_e, Washington. DC. 
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f i,~du·st~y; $cf~nc~ and technol_?9Y, and ® 
j _ ~~e.lJlilitafr, ¥t_hile_also_de_ce1.1tr:aljJ_ing 
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Importf!,ntfacts on Hainan: 

In the early I990s, .it boasted China's first listed 
private . company, and · Yangpu Economic 
Development Zone, the first development 
zone approved for lease to foreign Investors 
by the Chinese government. 

It is also the only province in the country 
without toU stations on its highways, du;, tq a 
fee-to-tax reform in 1994. 

Since 2001. the town of Boao in Hainan has 
become the permanent site of the Annual 
c;:omet,nce of the BC>Cio Forum for Asia. The 
debates and the ideas exchanged at those 
events play an important role in China's 
efforts to promote regional c0operation anq 
integration, as well as globalization and free 
trade. 

This material 1s distnbuted by Capitol Counsel LLC on behalf of US-China Transpacific Foundation 
Additional information is available at the Department of Justice, Washington, DC • 
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Important facts on Hainan: 

lh 2005, Hainan was the first province to 
remove the centuries-old agricultural tax. 

The national strategy of building Hainan into 
an International tourist destination has put it 
on the fast track since 2010, attracting 
Investment and Infrastructure, such as high
speed railways, hotels, high-end 
commercial real estate and tourism 
lacmtles. 

Besides, the u·niversities, institutions 
policies, 
rice are 

con9ucting research in reform 
agriculture and especially hybrid 
a,lso blossom.ing i_n the province 

The smallest province but biggest SEZ, 
Hainan is deemed as an ideal test ground oi 
China's 40 years of reform and opening up 

Toil; mablrial 1s dislrtbub!d by Capito! Col.l'lael U.C c,n behallafUS-Ch1na_:r~acilic f:oundalion 
Additional inforTrl<ltion ill avai/llble et lh-e Departmeflt ol Ju$tlce, Washington, DC. 

This matenal is distnbuted by Capitol Counsel LLC on behalf of US-China· TranSl)acifii:: FOulldat1on 
Additional inform~ion is ayaila_bl_e at thEI D_epartme"nt of Justice. WashingttJn, DG. 
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Important facts on Hainan: 

, Haina_n, with a broad sea .area a·nd rich 
shoreline, islands; ports, biology and 
mineral resources, is an important window 
that Chiha opens to the Pacific Ocean 
and the Indian Ocean. 

Over the last 30 years alter th.e founding of 
the Hainan Special Economic Zone, 
marttlme resources h0ve become 
Hainan's most prominent feature and 
tompa~ative advantage. . Hoin•an's 
maritime economy has come to nearly 30 
percent of the provincial GDP, creating a 
rapidly growing tourist number and 
industrial revenue 

This mat_enal is d1stn_buted by Capitol Counsel LLC on behalf of US·China Transpacific FOl.lndation 
Additioriai"inton'l1ation 1s available at the Department of Justice, Washirigton. DC 
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Important facts on Hainan: 

Hainan's per capita GDP soared from less than 
US$200 In 1988 to US$7, 179 in 2017 and despite 
the·rapid development, 

The province feels proud that it is still one of the 
cl.eanest places in China while many other 
regions ih the country a_re suffering from va"rious 
degrees of environmental woes- because of rapid 
industrial.ization and urbdriization, although China 
has now taken strict measures to correct the 
situation 
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Hainan GDP (Per Capita) US$ 

$7.179 

1988 2017 

■ GDP (Per Capita) US$ 

This material is disl!7buted by Capitol Counsel LLC on b_enalf of US-Chrria Transpaaf1c _Founda_Uo.n 
Addiboiia! infc·rmatmn is aVa1la_ple at the Department of Justice, Washington, DC 



A Pilot Free Trade Zone & A Free Trade Port 

On April 13, 2018 while celebrating the 30th anniversary of 
Ha.inan being rhade a province and a special economic 
zone, President Xi Jinping unveiled grand plans to build it into 
a pHot free trade zone and gradually explore the building of a 
free trade port with Chinese characteristics, exploring a new, 
open economic system. 

✓ As a result, Hainan will become China's largest free trade 
zone enjoying increased opening-up policies and will be 
the country's first free trade port since the founding ot the 
People's Republic of China in 1949, promoting once 
remote and underdevelope.d province to become one 
of China's most open and dynamic regions and a top 
tourist destination .. 

A Free Trade Zone to be e.stablished in Hainan Province by 
2020 a Free Trade Port by 2025, while the Free Trade System 
will have been finished by 2035, 

This matenal is distributed by Ce"pitol CoU:nsel LLt;: o_n behalf of US-China Transpaofic Foundation 
Addi_tional information is available at ttie Department of Jusbce. Washington, DC 
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I 
A Pilot Free Trade Zone & A Free Trade Port 

A_ccording to President Xi ·Haindn hos 
special advantages - including its status as 
China's biggest Special Economic Zone 
(SEZJ, its unique geographic location Qnd 
the best ecological environment in the 
country, as re9sons to make it a test ground 
for reform and opening up 

As the plan unveils, exchanges in 
inlernafional energy, shipping, commodities 
and carbon trading will tie estat>lished in 
Hainan, meanwhile focus will be placed on 
developing modern service industries such 
as tourism, the Internet, healthcare, finance 
and hosting conferences and exhibitions. 

ThiS m_at9rial is llrstnbut_ed by Capitol Couris_el LLC on behalf of US-China Transpacific Foundation 
Additional information Is available at tne Department of Justice, Washington, DC 
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In the process of de.epenlng reform and·. . •'• 

. opening-up efforts Will be made to 
· · develop Halnon lrito'; 

~-----· --

a pilot zone for deepening overall 
reform and opening0 up 

• a pilot zone for ecologically 
:sustainable development 

an international tourism and 
consumption center 

• a major national strategic logistics 
zone 
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Hainan's comprehensive deepening of 
reform gnd opening-up hgs many·. 

highlights; 

• the construction of a modern 
economic system 

• the construction of an international 
tourism island 

the promotion of ecologically 
sustainable oevelopment 

• the improvement of the talent 
development system 

This material 1s clistnbuled by Capitol Counsel LLC On ti_ehalf o_f US:.Ch_ina Trarispac:ific Foundation 
A_~di_tio_n:a1 information 1s available at the Department of Justice, W8shii,Qton. DC 
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Development of Free Trade Zones in China 

Hainan-A Pilot Free Trade Zone 

Free Trade Zones ore an elaborated form of 
special economic zones established under 
the reform and opening-up, and their 
number is increasing within China; China's 
first free trade zone was announced in 
Shanghai in 20 I 3, and then Fujian, 
Guangdang and nanjin were also involved 
in 2015, followed by seven more cities in 
2017. 

Ha_hit:m Province is significant as it becomes 
China's 12th and largest-scale pilal free 
trade zone (Fil) and it covers a whole 
i.sland, the area far more than the sum area 
of the other Chinese 11 pilot FTZs. Therefore, 
the Government of China has a broader 
orea to test the reforms that the other free 
trade zones. 

Evolution of China's FTZsand Focus Industries 

C )t'Conr.i gene,~=. 2(J IS D TI,i,d ~n.,,~tion 2016 
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Hainan -A Free Trade Port 

A free trade port is the wond's most open form of 
economic zone, which has brought prosperity to 
places like Singapore and Hong Kong thanks to ifs 
brood-based preferential policies on trade and 
investment. With developing the free trade port, 
Hoinon will start the country's new round of reform in 
larger scale and in more extensive areas. 

If Hoinon is built into a free trade zone. the island. 
covering on area approximately of 35.000 square 
kilometers, will become the largest free trade port In 
the world, greatly exceeding Hong Kong and 
Singapore (about 1,000 square kilometers 
respectively) and Dubai (less than 4,000 square 
kilometers). 

This material is d1slnbut&d by Capitol Counsel LLC ,on behalf of US-China Tran_spa_cific Fo_undation. 
Additional infoimat!Ori 1s aVailaJ,le at the _Department of Justice, Washington, DC. 
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Hainan -A Free Trade Port 

The Chinese characteristics in the building of a free 
trade port in Hainan will be first reflected by the fact 
that tourism. modern services and high-end and new 
technology industry will be made a major pillar of 
Ha_inan's ec6nor'ny while intermediary trade and -
processing and manu_facturing will not be Q focus; 
It will also be seen in the fact that the opening-up 

measures wiU be carried out step by step until a free 
trade policy system is built; 
Moreover, ln,deplh studies on relevant policies will be 
conducted for risk prevention. Identification and 
prevention of major risks will be strengthened, and 
customs supervision will also be optimized. 

The three as·pects are a new practice and innovation 
of Socialism with Chinese characteristics, and they will 
definitely provide important guidance to 
comprehensively deepening reform a·nct ope.ning-up 

Th•s material fs distributed by Capitol Couns~I LLC on behalf of US.China Transpacific Founda~on 
Add1tjonal inkl(malion is a_~a_ila_ble at the Departinent of Justice. Wasllingto·n, DC 
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Add1t1onal information is·avail.ible at the Department o! Justjce, Washington, DC 



Key Gateway 

With the rising flow of people, goods and 
capitol due to the tax-free policies 
brought by the free trade zone and port, 
Hdinon is expected to be a pivotal point 
linking the . Chinese mainland with 
Southeast Asian counhies. 

Hdinan can become the gateway 
connecting the rest of Asia with Chino 
through the 21st Century Marl!l.me S1.lk 
Road - one of the two routes of the Belt 
and Road - as it neighbors several Asian 
countries: To this end, the· province will 
accelerate transportati_on links between 
Hainan and ·countries and regions along 
the Belt and . Rood. A total of I 00 
international air and sea routes are 
expected to open in three years 

This material is distnbuted Dy Ca"Pitol Counsel LLC'on behalf of US-(;:tiina Transpacific Foundation 
Addit10i:ic11 information_ 1s available at the Department of Jusbce, Washngton, DC. 
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Visa-free Entry to Hainan 

China's government has thrown open the 
doors to visitms from 59 countries, giving 
them visa-free entry to Hainan island, in an 
unprecedented move to spur eca,nomic 
growth and boost tourism in the pr-0vince. 

r·he visa-free access to Hainan, is deemed 
as a vivid reflection of China's opening up, 
as it opens the door for further cooperation 
between China and the Belt and Road 
countries as well as Southeast Asian 
countries 

Countries granted 
visa-free access 
toHalnan 

EUROPE AND THE MIDDLE EAST 
Albania Croatia 
/1.ustria Cyprus 
Belarus Czec.h Republic 
~gi_um Denmari< 
Bosnia- -~ia 
Herzegovina Finland 
Brjtain France 

· B_ulgaria_ 

THE AMERICAS 
'Argentina 

·Brazil 
Canada 

Chile 
Mexico 

United States-

Germany 
G·~ 
Hunga,y 

Iceland 
1_,:eland 

""• Latvia 

This matenal is distnbuled by Capito! Counsel LLC on behalf of US~China Transpacific Foundation 
Additional information 1s availablE! at the·oepartrTlent of JuStice, Wash1n9ton, DC 
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l,.iifl.~n~ 
Luxemburg 

,Malta 
Macedonia 

· Monaoo 
Mont~ro 
Noc:way 
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Poland 
Poftugal 
Qata, 

Romania 
Russia 
Serbia 
Slovakia 

ASIA AND OCEANIA 
Australia Japan - Kazakhstan 
Daru!sa/am Malaysia 
Indonesia Nevy_Zealand 

Slovenia 8 
Spain' 0 
c,,·.~~~n 1...11 == ;:, 
SWitzerland o 
, Netherlands \0 

United Arab 
E"1irates 
Ukraine 

Philippines 
South Korea 
Singapore 
Thailand 



Hainan as a pilot free trade zone 

Over the past 30 years since the establishment 
of Hainan Special Economic Zone. the 
province has evolved from a remote island into 
a modern special economic zone. 

The opening of the Free Trade Zone and the 
Free· Trade Port on the island of Hainan is one 
of China's actual measures to promote global 
trade Ond investments; 

the internatfonalizdtion. of Heinen will not only 
imply the development of South China but also 
launch economic growth In the whole Asla
Pacltlc Region, <ind even In all parts of the 
world. 

China has made its attitude clear to t_he world 
by establishing Hainan as a pilot free trade 
zone. This means that China's door to the world 
will not be closed but continue to open Wider. 

This material is dist(ibuled by Capitol Counsel LLC on behalf of US-China Transpacific Foundaboii 
Additioli!il tnforl'Tlation iS available Bl the DElpartment of Justice, Washingtcm. DC 
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Cll \l'TEI\ I 

The Sir1gt1larity of' Cl1ir1a 

S--., OC!ETIES AND NATIC.JNS tend to think of thems.elves as eternal. 

They also cherish a tale of their origin. A special feature of Chi-. 

ncsc civilization is that it seems to have no beginning. It appears in 

history less as a conventional nation-state than a permanent natural 

phenomenon. In the tale of the Yellow Emperor, revered by many 

Chinese as the legendary founding ruler, China seems already to exist. 

When the Yellow E1nperor appears in myth, Chinese civilization has 

follen into chaos. Co,npeting princes harass each other and the people, 

)'l't an enfeebled ruler fails to 1naintain order. Levying an 11 rrny, the 

new hero pacifies the real111 and is acclaimed as emperor.' 

The Yellow En1peror has gone down in history as a founding hero; 

yn in the founding n1yth, he is reestablishing, not creating, an e111pire. 

( :hina predated hin1; it strides into the historical consciousness as an 
• 

,·~tablished state requiring only restoration, not creation. This paradox 

of Chinese history recurs with the ancient sage_ Confucius: again, he is 
. . ' 

.~ecn as the ·"founder" of a culture although he stressed that he had 

invented nothing, that he was merely trying to reinvigorate the prin

ciples of harmony which bad once existed in the golden age bnt had 

hecn lost in Confucius's own era of political chaos. 

Reflecting on the paradox of China's origins, the nineteenth-century 

missionary and traveler, the Abbe Regis-Evariste Hue, observed: 

This material is distributed by Capitol Counsel LLC on behalf of US-China Tra_nspacific Fo_unctatt.o,n. 
Additional information is available at the Department of J_ustice, Washington, DC. 
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Chinese.civilization originates in an antiquity so remote that 

we vainly endeavor to discover its commencement. There are 

no traces of the state of infancy among this people. This is a 

very peculiar fact respecting China. We are accustomed in the· 

history of nations to find some well-defined point of depar

ture, and the historic documents, traditions, and monuments 

that remain to us generally permit us co follow, almost step by 

step, the progress of civilization, to be present at its birth, to 

watch its development, its onward march, and in many cases, 

its subsequent decay and fall. But it is not thus with the Chi

nese. They seem to have been always living in the same stage 

of advancement as in the present day; and the data of antiquity 

are such as to confirm that opinion. 2 

When Chinese written characters first evolved, during the Shang 

Dynasty in the second millennium B.c., ancient Egypt was at the height 

of its glory. The great city-states of classical Greece had not yet emerged, 

and Rome was millennia away. Yet the direct descendant of the Shang 

writing system is still used by well over a billion people today. Chinese 

today can understand inscriptions written in the age of Confucius; con

temporary Chinese books and conversations are enriched by centuries

old aphorisms citing ancient battles and court intrigues. 

At the same time, Chinese history featured many periods of civil 

war, interregnum, and chaos. After each collapse, the Chinese state 

reconstituted itself as if by some immutable law of nature. At each 

stage, a new uniting figure emerged, following essentially the prece

dent of the Yellow Emperor, to subdue his rivals and reunify China 

(and sometimes enlarge its bounds). The famous opening of The Ro

mance of the Three Kingdoms, a fourteenth-century epic novel treasured 

by centuries of Chinese (including Mao, who is said to have pored over 

it almost obsessively in his youth), evokes this continuous rhythm: "The 

empire, long divided, must unite; long united, must divide. Thus it has 

This material is· distributed by Capitol Counsel LLC on behalf of US-China. Transp_acific Found_ation. 
Additional information is available at the Department 6:f Jus~i~. Wash_ingtpn, DC. 
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ever been."3 Each period of disunity was viewed as an aberration. Each 

new dynasty reached back to the previous dynasty's principles of gov

ernance in order co reestablish continuity. The fundamental precepts 

of Chinese culture endured, tested by the strain of periodic calamity. 

Before the seminal event of Chinese unification in 221 H.C., there 

had been a millennium of dynastic rule that gradually disintegrated as . 

the feudal subdivisions evolvedJrom autonomy to independence. The 

culmination was two and a half centuries of turmoil recorded in his

tory as the Warring States period (475~221 8.c.). Its European equiva

lent would be the interregnum between the Treaty of Westphalia in 

1648 and the end of the Second World War, when a multiplicity of 

European states was struggling for preeminence within the framework 

of the balance of power. After 221 B.c., China maintained the ideal of 

empire and unity but followed the practice of fracturing, then reunit

ing, in cycles sometimes lasting several hundred years. 

When the state fractured, wars between the various components 

were fought savagely. Mao once claimed that the population of China 

declined from fifty million to ten million during the so-called Three 

Kingdoms period (A.D. 220-80),' and the conflict among the contend

ing groups between the two world wars of the twentieth century was 

extremely bloody as well. 

At its ultimate extent, the, Chinese cultural sphere stretched over a 

continental area much larger than any European state, indeed about 

the size of continental Europe. Chinese language and culture, and the 

Emperor's political writ, expanded to every known terrain: from 

the steppelands and pine forests in the north shading into Siberia, to the 

tropical jungles and terraced rice farms in the south; from the east coast 

with its canals, ports, and fishing villages, to the stark deserts of Central 

Asia and the ice-capped peaks ofthe Himalayan frontier. The extent 

.ind variety of this territory bolstered the sense that China was a world 

unto itself. It supported a conception of the Emperor as a figure of 

universal consequence, presiding over tian xia, or "All Under Heaven." 

This m·aterial is distributed by Capitol Counsel LLC on behalf of US-China Transpa_cific Foun_dation. 
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8 011 Chi11a 

The Era of Chinese Prccrn i nencc 
Through many millennia of Chinese civilization, China was never 

obliged to deal with other countries or civilizations that were compa

rable to it in scale and sophistication. India was known to the Chinese, 

as Mao later noted, but for much of history it was divided into separmc 

kingdoms. The two civilizations exchanged goods and Buddhist influ

ences along the Silk Road but were elsewhere walbl off from casual 

contact by the almost impenetrahle Hinulayas and the Tibetan Pla

teau. The massive and forbidding deserts of Central Asia separated 

China from the Near Eastern cultures of Persia and Babylonia and even . 
more from the Roman Empire. Trade caravans undertook intermittent 

journeys, but China as a society did not engage societies of comparable 

scale and achievement. Though China and Japan shared a number of 

core cultural and political institutions, neither was prepared to recog

nize the other's superiority; their solution was to curtail contact for cen

turies at a time. Europe was even further away in what the Chinese 

considered the Western Oceans, by definition inaccessible to Chinese 

culture and pitiably incapable of acquiring it-as the Emperor told a 

British envoy in I 793. 

The territorial claims of the Chinese Empire stopped at the water's 

edge. As early as the Song Dynasty (960-1279), China led the world in 

nautical t~chnology; its fleets could have carried the empire into an era 

of conquest and exploration.' Yet China acquired no overseas colonies 

and showed relatively little interest in the countries beyond its coast. It 

developed no rationale for venturing abro,id to convert the barbarians 

to Confucian principles or Huddhist virtues. When the conquering 

Mongols commandeered the Song fleet and its experienced captains, 

they mounted two attempted invasions of Japan. Hoth were turned 

hack by inclement weather-the kamikaze (or "Divine Wind") of Jap

anese lore.6 Yet when the Mongol Dynasty collapsed, the expeditions, 

though technically feasible, were never again attempted. No Chinese 
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leadet· ever articulated a rationale for why China would wantto control 

the Japanese archipelago. 

But in the early years of the Ming Dynasty, between 1405 and 14.l.3, 

China launched one of history's most remarkable and mysterious 1y1val 

rntcrprises: Admiral Zheng He set out in fleets of technologically un

paralleled "treasttre ships" to destinations as for as Java, India, the I-lorn 

of Africa, and the Strait of Hormuz. At the time of Zheng's voyages, 

the European age of exploration had nor yet begun. China's fleet pos

sessed what would h,1ve seemed an unbridgeable technological advan-

1:tge: in the size, sophistication, and number of its vessels, it dwarfrd 

the Spanish Armada (which was still 150 years away). 

Historians still debate the actual purpose of these missions. Zl-ieng 

I le was a singular figure in the age of exploration: a Chinese Muslim 

,·11twch conscripted into imp·erial service as a child, he fits no obvious 

l,istorical precedent. At each stop on his journeys, he formally pro

,1:,imed the magnificence of China's new Emperor, bestowed lavish 
. ' 

giiis on the rulet·s he encountered, and invited them to travel in person 

"r send envoys to China. There, they were to acknowledge their place 

111 the Sinocentric world order by performing the ritual "kowtow" to 

"cknowledge the Emperor's superiority. Yet beyond declaring China's 

grc:1tness and issuing invitations to portentous ritu;'II, Zheng He dis

l'L1yed no territorial ambition. He brought back only gifts, or "tribute"; 

lw claimed no colonies or resources for China beyond the metaphysical 

I ►1,11nty of extending the limits of All Under Heaven. At most he can 

\11· said to have created favorable conditions for Chinese merchants, 

il,rough a kind of early exercise of Chinese "soft power."7 

Zheng He's expeditions stopped abruptly in 14.33, coincident with 

•,fil(' recurrence of threats along China's northern land frontier. The next 

l·.n1peror ordered the fleet dismantled and the records of Zheng 

I k's voyages destroyed. The expeditions were never repeated. Though 

l :lii11ese traders continued to ply the routes Zheng He sailed, China's 

11:1v:il abilities faded-so much so that the Ming rulers' response to the 
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subsequent menace of piracy off China's southeast coast was to attempt 

a forced migration of the coastal population ten miles inland. China's 

naval history was thus a 'hinge that failed to swing: technically capable 

of dominance, China retired voluntarily from the field of naval explo

ration just as Western interest was beginning to take hold. 

China's splendid isolation nurtured a particular Chinese sdf

perception. Chinese elites grew accustomed to the notion that China 

was unique-not just "a great civilization" among others, but civiliza

tion itself. A British translator wrote in 1850: 

An intelligent European, acrnstorne<l to reflect on the state of 

a number of countries enjoying a variety of different advan

tages, and laboring each under peculiar disadvantages, could, 

by a few well directed questions, and from very little data, 

form a tolerably correct notion of the state of a people hitherto 

unknown to him; hut it would he a great error to suppose that 

this is the case with the Chinese. Their exclusion of foreigners 

and confinement to their own country has, by depriving them 

of all opportunities of making comparisons, sadly circum

scribed their ideas; they a re thus totally unable to free them

sdves from the dominion of associatiun, and judge everything 

by rules of purely Chinese convention." 

China knew, of course, of different societies around its periphery 

in Korea, Vietnam, Thailand, Burma; but in the Chinese perception, 

China was considered the center of the world, the "Middle Kingdom," 

and other societies were assessed as gradations from it. As the Chinese 

saw it, a host of lesser states that imbibed Chinese culture and paid 

tribute to China's greatness constituted the natural order of the uni

verse. The borders between China and the surrounding peoples were 

not so much political and territorial demarcations as cultural differen

tiations. The outward radiance of Chinese culture throughout East 
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Asia led the American political scientist Lucian Pye to comment fa

mously that, in the modem age, China remains a "civilization pretend

ing to be a nation-state."'' 

The pretensions underlying this traditional Chinese world order 

endured well into the modern era. As late as· 1863, China's Emperor 

(himself a member of a "foreign" Manchu Dynasty that had conguered 

{ '.hina two centuries earlier) dispatched a letter informing Abraham 

Lincoln of China's commitment to gciod relations with the United 

States. The Emperor based his communication on the grandiloguent 

assurance that, "lh)aving, with reverence, received the commission 

from Heaven to rule the universe, we regard both the middle empire 

I Chinaj and the outsicje countries as constituting one family, without 

any distinction."10 When the letter was dispatched, China had already 

lost two wars with the Western powers, which were busy staking out 

spheres of interest in Chinese territory. The Emperor seems to have 

treated these catastrophes as similar to other barbarian invasions that 

were overcome, in the end, by China's endurance and superior culture. 

For most of history, there was, in fact, nothing particularly fanciful 

about Chinese claims. With each generation, the Han Chinese hac! 

~xpanded from their original base in the Yellow River valley, gradually 

drawing neighboring societies into various stages of approximation of 

Chinese patterns. Chinese scientific and technological achievements 

equaled, and frequently outstripped, those of their Western European, 

Indian, and Arab counterparts. 11 

Not only was the scale of China traditionally far beyond that of 

the European states in population and in territory; until the Industrial 

Revolution, China was far richer. United by a vast system of canals 

connecting the great rivers and population centers, China was for cen

turies the world's most productive economy and most populous trading 

area.12 But since it was largely self-sufficient, other regions had only 

peripheral comprehension of its vastness and its wealth. In fact, China 

produced _a greater share of total world GDP than any Western society 
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in eighteen of the last twenty centuries. As late as 1820, it produced over 

.m percent of world GDP-an amount exceeding the GDP of Western 

Europe, Eastern Europe, and the United States combined.u 

Western observers encountering China in the early modern era 

were stunned hy its vitality and material prosperity. Writing in 1736, 

the French Jesuit Jean-Baptiste Du Hakle summed up. the awestruck 

reactions of Western visitors to China: 

The riches peculiar to each province, and the facility of convey

ing merchandise, by means of rivers and canals, have rendered 

the domestic trade of the empire always very flourishing .... 

The inland trade of China is so great that the commerce of all 

Europe is not to be compared therewith; the provinces being 

like rn many kingdoms, which cornmunicate to each other 

their respective productions. H 

Thirty years later, the French political economist Fran~ois Quesnay 

went t·ven further: 

I Njo oni: can deny that this state is the most beautiful in the 

world, the most dcnsdy populated, an<l the most flourishing 

kingdom known. Such an empire as that of China is equal to 

what all Europe would be if chi: latter were united under a 

single sovereign." 

China traded with foreigners and occasionally adopted ideas and 

inventions from abroad. But more often the Chinese believed that the 

most valuable possessions and intellectual achievements were to be 

found within China. Trade with China was so prized that it was with • . 

only partial exaggeration that Chinese elites described it not as ordi

nary economic exchange but as "tribute" to China's superiority. 

Thi_s mate.rial is di~t.ri_b4~ed by Capitol Counsel LLC on behalf Of U~China Transpacific Foundation. 
~ditional information is available at the Department of Justice, Washington, DC. 

Received by NSD/FARA Registration Unit 03/05/2019 1 :29:14 PM 



Received by NSD/FARA Registration Unit 03/05/2019 1 :29:14 PM 

Briefing Book - 42 

< :01if'1wiani.sn1 
i\l111ost all empires wetT created by force, hut none can he sustained 

hy it. Universal rule, to last, needs to transbtc tc,rce into ohligmirn1. 

I 111,nwisc, the energies of the rulers will he exhausted in maintaining 

1\,.-i, dominance at the expense of their ability to shape the future, 

"lii,·h is the ultim,ttc task of statesmanship. Empires persist if rqm·s

·,11111 .~iv(.'S way to consensus. 

Sn it was with China. The methods hy which it was unified, and 

l'ninclically overturned and reunified again, were ocrnsion,11\y brutal. 

( :hi11cse history witnessed its share of sanguinary rebdlions and dynas

'" 1 r1·;111ts. Yet China owed its millennial survival for less to rhe in1nish

r-11rn1s meted om by its Emperors than to the co111111u11ity of values 

loslcrcd among its population and its government of scholar-officials. 

Not the least exceptional aspect of Chinese culture is that these val-

11t·s were essentially secular in narnre. At the tirne when Hncltlhism ap

peared in Indian culture stressing contemplation and inner peace, and 

111<111othcism was proclaimed by the Jewish-and, lat(T, Christian and 

Islamic-prophets with an evocation of a life after death, China pro

.111,nl no religious rhcrncs in the Western sense at all. The Chin~se 

111·vcr genernted a myth of wsmic creation. Their universe was created 

l,y the Chinese themselves, whose values, even when declared of uni-

1nsal applicability, were conceived i,f as Chinese in origin. 

The predominant values of Chinese society were derived from the 

prescriptions of an ancient philosi,phcr known to posterity as Kong 

Fu-zi (or "Confucius" in the Latinized version). Confucius (5'i!-479 

Ju:) lived at the end of the so-called Spring and Autumn period (770-

·17(, B.c.), a time of political upheaval that led to the brutal struggles of 

rhc Warring States period (475-221 ru: ). The ruling House of Zhou 

was in decline, unahle to exert its authority over rebellious princes com

l'eting for political power. Greed and violence went unchecked. All 

Under Heaven was again in disarray. 
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Like Machiavelli, Confucius was an itinerant in his country, hoping 

to be retained as an advisor to one of the princes then contending for 

survival. B1:1t unlike Machiavelli, Confucius was concerned more with 

the cultivation of social harmony th.an with the machinations·of power. 

His themes were the principles of compassionate rule, the performance 

of correct rituals, and the inculcation of filial piety. Perhaps because 

he offered .his prospective employers no short-term route to wealth 

or power, Confucius died without achieving his goal: he.never found a 

prince to implement his maxims, and China continued its slide toward 

political collapse and war."' 

But Confucius's teachings, recorded by his disciples, survived. When 

the bloodletting ended and China again stood unified, the Han Dy

nasty (206 H.C.-A.D: 220) adopted Confucian thought as an official state 

philosophy. Compiled into a central collection of Confucius's sayings 

(the Anal~cts) and subsequent books of learned commentary, the Con

fucian canon would evolve into something akin to China's Bible and its 

Constitution combined. Expertise in these texts became the central 

qualification for service in China's imperial bui-eaucracy--a priesthood 

ofliteraty scholar-officials selected by nationwide competitive examina

tions and charged with maintaining harmony in the Emperor's vast 

realms. 

Confucius's answer to the chaos of his era was the "Way" of the just 

and harmonious society, which, he taught, had once been realized 

before-in a distant Chinese golden age. Mankind's central spiritual 

task was to re-create this proper order already on the verge of being 

lost. Spiritual fulfillment was a task not so much of revelation or lib

eration but patient recovery of forgotten principles of self-restraint. The. 

goal was rectification, not progressY Learning was the key to advance

ment in a Confucian society. Thus Confucius taught that 

li)ove of kindness, without a love co learn, finds itself obscured 

by foolishness. Love of knowledge, withour a love to learn, 
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finds itself nbscurecl by loose speculation. Love of hon

esty, without a love to learn, finds itself obscured by harmful 

candour. Love of straightforwardness, without a love to learn, 

finds itself obscured by misdirected judgment. Love of dar

ing, without a love to learn, finds irself obscured by insuhor

d_ination. And love for strength of character1 without a love to 

learn, finds itself obscured by intractability.'H 

Confucius preached a hierarchical social creed: the fundamental 

duty was to "Know thy place." To its adherems the Confucian order 

offered the inspiration of service in pursuit of a greater harmony. Un

like the prophets of monotheistic religions, Confucius preached no 

teleology of history pointing mankind to personal redemption. His 

philosophy sought the redemption of the state through righteous indi

vidual behavior. Oriented toward this world, his thinking affirmed a 

code of social conduct, not a roadmap to the atierlife. 

At the pinnacle of the Chinese order stood the Emperor, a figure 

with no parallels in the Western experience. He combined the spiritual 

as well as the secular claims of the social order. The Chinese Emperor 

was both a political ruler and a metaphysical concept. In his political 

role, the Emperor was conceived as mankind's supreme sovereign-the. 

Emperor of Humanity, standing atop a world political hierarchy that 

mirrored China's hierarchical Confucian social structure. Chinese pro

tocol insisted on recognizing his overlordship via the kowtow-the act 

of complete prostration, with the forehead touching the ground three 

times on each pro_stratiort. 

The Emperor's second, metaphysical, role was his status as the 

"Son of Heaven," the symbolic intermediary between Heaven, Earth, 

and humanity. This role also implied moral obligation on the Em

peror's part. Through humane conduct, perfor_mance of correct rituals, 

and occasional stern punishments, the Emperor was perceived as the 

linchpin of the "Great Harmony" of all things great and small. If the 
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· E111pcror strnyt·cl from the path of virtue, All Under Heaven would foll 

into chaos. Even natural catastrophe., might signify that disharmony 

had beset the universe. The existinli, dynasty would he seen to have lost 

the "M,rndatc of Heaven" by which it possessed the right to govern: 

rebellions would break out, and a new dynasty would restore the GreM 

Harmony of the universc.1''. 

Conccpls of I nlel'nal io11al HclaLio11s: 
I 111par1.iali1.y or Equality:> 

Just as there are no great cathedrals in China, there are no Blenheim 

Palan·s. Aristocratic political grandees like the Duke of Marlborough, 

who built Blenheim, did not come into being. Europe entered the mod

ern agl' a welter of political diversity-independent princes and dukes 

and counts, cities thar governed themselves, the Roman Catholic 

Church, which claimed an authority outside ,,f state purview, and Prot

estant groups, which aspired to building their own self-governing civil 

societies. By contrast, when it entered the modern period, China had 

for wdl over one thousand years a fully formed imperial bureaucracy 

recruited by competitive examination, permeating and regulating all 

aspects of tht· economy and society. 

The Chinese approach to world order was thus vastly different from 

the system that took hold in the West. The modern Western conception 

of international relations emerged iri the sixteenth and seventeenth cen

turies, when the medieval structure of Europe dissolved into a group 

of states of approximately equal strength, and the Catholic Church split 

into variom dcnominmions. Balance-of-power diplomacy was less a 

choice than an inevitability. No state was strong enough to impose its 

will; no religi<>n retained sufficient authority to sustain universality. 

The concept of sovereignty and the legal equality of states became the 

basis of international law and diplomacy. 

China, hy contrast, was never eng.:iged in sustained contact with 
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:inother country on the basis of equality for the simple reason that 

it never encountered societies of comparable culture or magnitude. 

That the Chinese Empire should tower over its geographkal sphere 

was taken virtu,1lly a.s a law of nature, an expression of the Mandate of 

I leaven. For Chinese Emperors, the mandate did not necessarily imply 

,111 adversarial relationship with neighboring peoples; prefornbly it did 

1111t. Like the United States, China thought of itself as pl.iying a special' 

rnlc. Rllt it never espoused the American notion or· universalism to 

,prcad its values around the world. It con Fined itself to controlling the 

barbarians immedi,1tcly at its doorstep. It strove for tributary states like 

Knrca to recognize China's special status, and in return, it conferred 

lil'ncfits such as tra<ling rights. As for the remote barbarians such as 

l•.mopeans, about whom they knew little, the Chinese maintained a 

l1irnclly, if condescending, aloofness. They had little interest in convert-

11,g them to Chinese ways. The founding Emperor of the Ming Dy

ll;1s1 y expressed this view in 1372: "Countries of the western ocean are 

rightly calle<l distant regions. They come Ito us! across the seas. And it 

,, difficult for them to calculate the year and month !of arrival!. Re

g;irdkss of their numbers, we treat them Ion the principle ofJ 'those 

who come modestly arc sent off generously.'"211 

The Chinese Emperors felt it was impractical to contemplate influ

' 11cing countries that nature had given the misfortune of locating at 

·,11,11 ;i great distance from China. In the Chinese version of exception

.ili.,rn, Chi'na did not export its ideas but let others come to seek them. 

:\cighhoring peoples, the Chinese believed, benefited from contact 

11·11 h ( '.hinn and civilization so long as they acknowledged the suzcr

·""' y nf the Chinese government. Those who did not were barbarian. 

'·,ul""n·icnce to the Emperor and observance of imperial rituals was 

dw ,,,re ofculture.!1 When the empire was strong, this cultural sphere 

,.,p;i111lnl: All Under Heaven was a multinational entity comprising 

ii,,·,., linic l·bn Chinese majority and numerous non-Han Chinese eth-

1111 g11111ps. 
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In official Chinese records, foreign envoys did not come to the im-, 

pcrial court to engage in negotiations or affairs of state; they ''came to 

be tra11sformed" by the Emperor's civilizing influence. The Emperor 

did not hold "summit meetings" with other heads of state; instead, 

audic·nces with him represented the ''tcnckr cherishing of men from 

afar," who brought tribute to recognize his overlordship. When the 

Chinese court deigned to send envoys abroad, they were not diplomats, 

but "Heavenly Envoys" from the Celestial Court. 

The organization of the Chinese government ref1ected the hierar

chical approach to world order. China handled ties with tribute-paying 

states such as Korea, Th:,iland, and Vietnam through the Ministry of 

Rituals, implying that diplomacy with these peoples was but one aspect 

of the larger metaphysical task of administering the Great Harmony. 

With less Sinicized mounted tribes to the north and west, China came 

to rely tin a "Cou rr of Dependencies," analogous to a colonial office, 

whose mission was to invest vassal princes with titles and maintain 

peace on the frontier.!! 

Only under the pressur~ of Western incursions in the nineteenth 

ci:nrnry did China establish something analogous to a foreign ministry 

to manage diplomacy as ,111 independent function of government, in 

l8(1! after the defeat in two wars with the Western powers. It was con

sidered a temporary necessity, to be abolished once the immediate crisis 

subsided. The new ministry was deliberately located in an old and 

undistinguished building previously used by the Department of Iron 

Coins, to convey, in the words of the leading Qing Dynasty statesman, 

Prince (;ong, "the hidden meaning that it cannot have a standing equal · 

to that of other traditional government offices, thus preserving the dis- · 

tinction between China and foreign countries."23 

European-style ideas of interstate politics and diplomacy were not 

unknown in the Chinc::se experience; rather, they existed as a kind of, 

countertradition taking place within China in times of disunity. But as 
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if by some unwritten law, these periods of division ended with the re

unification of All Ur1der Heaven, and the reassertion of Chinese 

centrality by a new dynasty. 

In its imperial role, China offered surrounding foreign peoples im

partiality, not equality: it would treat them humanely and compas

sionately in proportion to their attainment of Chin_ese culture and their 

observance of rituals connoting submission to China. 

What was most remarkable about the Chinese approach to interna

tional affairs was less its monumental formal pretensions than its un

derlying strategic acumen and longevity. For during most of Chinese 

history, the numerous "lesser" peoples along China's long and shifting 

i'rontiers were often better armed and more mobile than the Chinese. 

T,, China's north and west were seminomadic peoples-the Manchus, 

Mongols, Uighurs, Tibetans, and eventually the expansionist Russian 

Empire-whose mounted cavalry could launch raids across its extended 

. lrnnticrs on China's agricultural heartland with relative impunity. Re-

1ali.11ory expeditions faced inhospitablt: terrain and extended supply 

lines. ·1;, China's south and east were peoples who, though nominally 

,111,ordi nate in the Chinese cosmology, possessed significant martial 

1 r,,dition.s and national identities. The most tenacious of them, the Viet

''"'"'.·'"• had fiercely resisted Chinese claims of superiority and could 

, l.1111, 111 have bested China in battle. 

( '.hi11;i was in no position to conquer all of its neighbors. Its popu

l.,11,.,. m11sisted mainly of farmers bound to their ;ncestral plots. Its 

11rn1, bri11 dite earned their positions not through displays of martial 

, .. ,J, ,r 11111 hy way of mastery of the Confucian classics and refined arts 

,,.,, I, a, t':1lligraphy and poetry. Individually, neighboring peoples could 

p .. -.,· l111111id:1hle threats; with any degree of unity, they would be over

.. lll'li11i11g. The historian Owen Lattimore wrote, "Barbarian invasion 

, J,, , , f,.11· hung over China as a permanent threat. ... Any barbarian 

,,,,11,,11 111:11 could guard its own rear and flanks against the other 
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barbarians could set out confidently to invade China."!-! China's vaunted 

centrality and material wealth would tum on itself and into an invita

tion for invasion from all siclts. 

The Great Wall, so prominent in Western iconography of China, 

was a reflection of this basic vulnerability, though rarely a successful 

solution to it. Instead, Chinese statesmen relied on a rich array of dip

lomatic and economic instruments to draw potentially hostile foreign

ers into relationships the Chinese could manage. The highest aspiration 

was less ro conquer (though China occasionally mounted major mili
tary camp,1igns) than to deter invasion and prevent the formation of 

barbarian coalitions. 

Through trade incentives and skillful use of political theater, China 

coaxed neighboring peoples into observing the norms of Chinese cen

trality while: projecting an image of awesome majesty to deter potential 

invaders from testing China's strength. Its goal was not to conquer and 

subjugate the barbarians but to "rule !them! with a loose rein" (Ji mi). 

For those who would not obey, China would exploit divisions among 

tht·m, f:11nously "using barbarians to check barbarians" and, when nec

essary, "t1sing barbarians to attack barbarians."15 For as a Ming Dy

nasty official wrote of the potentially threatening tribes on China's 

nortlirnstern frontier: 

11 If the tribes are divided among themselves they I will remain) 

wl'ak and lit will be) easy to hold chem in subjection; if the 

trilws are separated they shun each other and readily obey. We 

fovor one or other lof their chieftains I and permit them to fight 

each other. This is a principle of political action which asserts: 

"W,irs between the 'barbarians' are auspicious for China."26 

The goal of this system was essentially defensive: to prevent the 

formation of coalitions on China's borders. The principles of barbarian 

management became so ingrained in Chinese official thought that 
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\\/lien the Europenn "barbarians" arrived on China's shores in h,rcc in 

11," nineteenth century, Chinese offidals described their challrngc with 

till' same phrases used by their dynastic 11rcdccessors: they would "use 

l,;irbarians against barbarians" until they could he soothed and suh

d11e,I. And they applied a traditional strategy to answer the·initial Brit

i.sh attack. They invited other European countries in for the purpose 

.,j lirst stimulating and then manipulating their rivalry. 

In pursuit of these aims, the Chi,frse court was remarkably prag

Jllatic about the means it employed. The Chinese bribed chc barbarians, 

"r used Han demographic .superiority to dilute them; when ddcated, 

1licy submitted to them, as in the beginning of rhc Yuan ,rnd (,ling 

I )ynasties, as a prelude to Sinicizing them. The ( :hincsc court regularly 

practiced what in other contexts would he wnsidered appeasement, 

,illicit through an elaborate filrn of prorocol that allowed the Chinese 

,-lites to claim it was an assertion of hcncvoknt superiority. Thus a 

I bn Dynasty minister clescrihcd the "ftvc hai1s'' wirh which he pro

posed to manage the mounted Xiongnu tribes to China's northwestern 

-l'rontier: 

To g:ivt' thtm ... elaborate dothe'i ;:rnd _rnrriages "in order to 

corrupt their eyes; to give tht·1n fin(' food in order to currupt 

their molHh~ to.give tht·m 1TH1~ic and wPnwii in order to cor

rupt their tars~ to provide them with lofty hni!dings, granarie.s 

and slaves in order to rnrrupt their strnmch ... and, ,is for 

those who come to surr~ndcr, tht empt'ror !should I show tht;rn 

favor by honoring rhem with :1n in1peri:al rctt.:ption p~1rty in 

which the emperor should personally servt· them wine and 

food so as to rnrrupt their mind. These arc wh;it tnay hr called 

the five baits." 

In periods of strength, the diplomacy of the Middle Kingdom was 

:in ideological rationalization for imperial power. During periods of 
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decline, it served to mask weakness and helped China manipulate con

tending forces. 

In comparison to more recent regional contenders for power, China: 

was a satisfied empire with limited territorial ambition. As a scholar 

during the Han Dynasty (A.D. 25-220) put it, "the emperor does not 

govern the barbarians. Those who come to him will not be rejected, and 

those who !eave will not be pursued."28 The objective was a compliant, 

divided periphery, rather than one directly under Chinese control. 

The most remarkable expression of China's fundamental pragma

tism was its reaction to conquerors. When foreign dynasts prevailed in 

battle, the Chinese bureaucratic elite would offer their services and ap

peal to their conquerors on the premise that so vast and unique a land 

as they had just overrun could be ruled only by use of Chinese meth

ods, Chinese language, and the existing Chinese bureaucracy. With 

each generation, the conquerors would find themselves increasingly 

assimilated into the order they had sought to dominate. Eventually 

their own home territories-the launching points for their invasions

would come to be regarded as part of China itself They would find 

themselves pursuing traditional Chinese national interests, with the 

project of conquest effectively turned on its head.'0 

Chinese Realpolitik and Sun 'fzu's Art of War 
The Chinese have been shrewd practitioners of Realpolitik and stu

dents of a strategic doctrine distinctly different from the strategy and 

diplomacy that found favor in the West. A turbulent history has taught 

Chinese leaders that not every problem has a solution and that too great 

an emphasis on total mastery over specific events could upset the har

mony of the universe. There were too many potential enemies for the 

empire ever to live i~ total security. If China's fate was relative security, 

it also implied relative insecurity-the need to learn the grammar of 

over a dozen neighboring states with significantly different histories 
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,llld aspirations. Rarely did Chinese statesmen risk the outcome of a 

cn11f'lict on a single all-or-nothing clash; elaborate multiyear maneuvers 

\\'<'ft' closer to their style. Where the Western tradition prized 'the de

•·isivc clash of forces emphasizing feats of heroism, the Chinese ideal 

,trt·ssed subtlety, indirection, and the patient accumulation of relative 

advantage. 

This contrast is reflected in the respective intellectual games favored 

I ,y each civilization. China's most enduring game is wei qi (pronounced 

roughly "way chee," and often known in the West by a variation of its 

Japanese natne,go). Wei qi translates as "a game of surrounding pieces"; 

ii implies a concept of strategic encirclement. The board, a grid of 

nineteen-by-nineteen lines, begins empty. Each player has 180 pieces, 

or stones, at his disposal, each of equal value with the others. The play

ers take turns placing stones at any point on the board, building up 

positions of strength while working to encircle and capture the oppo

nci1t's stones. Multiple contests take place simultaneously in different 

regions of the board. The balance of forces shifts incrementally with 

each move, as the players implement strategic plans and react to each 

other's initiatives. At the end of a well-played game, the board is filled 

by pardally interlocking areas of strength. The margin of advantage is 

often slim, and to the untrained eye, the identity of the winner is not 

always immediately obvious. 1" 

Chess, on the other hand, is about total victory. The purpose of the 

game is checkmate, to put the opposing king into a position where he 

cannot move without being destroyed. The vast majority of games end 

in total victory achieved by attrition or, more rarely, a dramatic, skillful 

maneuver. The only other possible outcome is a draw, meaning the 

abandonment of the hope for victory by both parties. 

If chess is about the decisive battle, wei qi is about the protracted 

campaign. The chess player aims for total victory. The wei qi player 

seeks relative advantage. In chess, the player always has the capability 

of the adversary in front of him; all the pieces are always fully deployed. 
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Tf!F. OllTCO" IF. OF A fl 'Iii (JI (;,\off BF.TW!'.1-:N TWO r:x rt-:RT PLA Yr.RS. 

HJ.ACK HAS WON BY A suc;HT MAl\t:IN . 

. )'ourc,•: D,wid /,,ni, ''1..et1ming fmm the Sto11eJ'.' A Go llppronch 
/(J Alnstcriug China·., S11·11tt'J(;c c.·011cc-pt, Shi" (Carlisle, Pi!: 
US., lrmy 11:,r College ,\'1ral1'!/;C S111die, /n.,1;11.11e, 2004). 

The wei qi player needs to assess not only the pieces on the board 

but the reinf<n"cements the adversary is in a position to deploy. Chess 

teaches the Clauscwitzian concepts of "center of gravity" and the "de

cisive point"-thc game usually beginning as a struggle for the center 

of the hoard. Wei qi teaches the art of strategic encirclement. Where the 

skillful chess player aims to eliminate his opponent's pieces in a series 

of hc:ad-on clashes, a talented tilei qi player moves into "empty" spaces 

on the hoard, gradually mitigating the strategic potential of his oppo-
ThiS material is distributed by Capitol Counsel LLC on behalf of US-China Tran_spa_cific Foundation. 
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'/1/11· ,\'inp;11lari~1'<{('/,iw1 2:i 

1w111 ·, pi,:c,·s. Chrss produces single-mindedness; wei qi generates stra-

1,·gi, lk-xihility. 

,\ similar contrast exists in the case of China's distinctive military 

tlwnry. Its fmindations were laid during a period of upheaval, when 

1111 hkss struggles hctween rival kingdoms clccirnatccl China's popub-

1 i, 111. Reacting to this sbughtcr (and seeking to emerge victorious from 

it), Chinese thinkers developed strategic thought that placed a premium 

on victory through psychological advantage and preached the avoid 0 

,11,cr of direct conflict. 

The seminal figure in th.is tradition is known to history as Sun Tzu 

(ot "Master Sun"), author of the famed treatise The Art of War. Intrigu

ingly, no one is sure exactly who he was. Since ancient times, scholars 

have debated the identity of The Art of War's author and the cl'ate of its 

composition. The hook presents itself as a collection of sayings by one 

Sun Wu, a general and wandering military advisor from the Spring 

and Autumn period of Chinese history (770-476 8.C.), as recorded by 

his disciples. Some Chinese and later Western scholars have questioned 

whether such a Master Sun existed or, ifhc did, whether he was in fact 

responsible for The Art of War's contents. '1 

Well over two thousand yt'ars after its composition, this volume of 

epigrammatic ohscrvations on stratqi;y, diplomacy, and war-written 

in classical Chinese, halfway between poetry and prose-remains a 

central text of military thought. Its maxims found vivid expression in 

the twentieth-century Chinese civil war ,it the hands of Sun Tzu's stu

dent Mao Zedong, and in the Vietnam wars, as Ho Chi Minh and Vo 

Nguyen Giap employed Sun Tzu's principles of indirect attack and 

psychological combat against France ,rnd then the United States. (Sun 

Tw has also achieved a second career of sorts in the West, with popu

lar editions of The Art of War recasting him as a modern business man

agement gttru.) Even today Sun Tzu's text reads with a degree of 

immediacy and insight that places him among the ranks of the world's 

foremost strategic thinkers. One could argue that rhe disregard of his 
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,.\-fu.a llr.'t',.,. 

,Hohil/·,:(' hi., mc,i 

t iut 11/1111g{'~-: 

. I _i:owiul must !ll'Vl'F 

l:11,1:••.~•· /in/ l111t1lt 

! )lff u/.1pirr ... 

. l1_1g,·r 

< .',w 111n, ro 

St111c 

( .'1m turn to 

/uy. 

Hui a 11atio12 destroyed 

l.',!lwot be 

!',a h"c·k together again; 

.'I dead man 

{ .'an not be 

/irought back to Life. 

So the en/£ghtened ruler 

I..- prudent; 

The effective general 

h o.tuh:ous. 

Tiu'., is the Way 

To keep a nation 

At peace 

And an army 

Intact." 
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What should a statesman be prudent about? For Sun Tzu, victory 

is not simply the triumph of armed forces. Instead, it is the achievement 

of the ultimate political objectives tbat the military clash was intended 

to secure. Far better than challenging the enemy on the field of battle 

is undermining an enemy's morale or maneuvering him into an un

favorable positmn from which escape is impossible. Because war is a 

desperate and complex enterprise, self-knowledge is crucial. Strategy 

r,·s,,lws itself into a psychological contest: 

Ultimate exccflmcc lies 

Not i11 t11im1i111< 

Every battle 

lfot i11 d1:fi'ati11g the enemJ, 

Without everfighting. 

The highest form of wa1fare 

!.<-to attack {the ei1emy's/ 

Strntegy itself; 

'f'l,e next, 

To attack f his/ 

, l//1i111ce,·. 

The next, 

To 11/tack 

Armies; 

'J½e lowest form of war i; 

'lb ,1ttack 

(.'ities. 

Siew· warfare 

ls a la st resort ... 

Tiu: Skillful Strategist 

Defeats the enemy 

Without doing battle, 
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Withotit laying siege, 

(h,arhrotl'-' the c11e111_v state 

Without protracted wa1: 1·1 
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l,kally, the co111n1ander would achieve a position of such dominance 

111111 he could avoid battle entirely. Or else he would l\sc arms to deliver 

" ,·oup de grace after cxt<:nsivt· analysis and logistical, diplom:1tic, and 

l'"'chological preparation. Thus Sun Tzu's counsel that 

The 11ictorious army 

Is vicr.orious Jim 
And ,·eeks battle late,;· 

· The defeated army 

Does battle first 

And seeks 11iaory late1:" 

Because attacks on an opponent's strategy and bis alliances involve 

,,sychology and perception, Su_n Tzu places considerable emphasis on 

1 he use of subterfuge and ihisinformation. "When able," he counsckcl, 

Feign inability; 

When deploying troops, 

Appear 1101 to be. 

When nea,; 

Appearfar; 

Whe1Jfa1; 

Appear 11ea1: 10 

'Iii the commander following Sun Tzu's precepts, a victory achieved 

indirectly through deception or manipulation is more humane (and 

surely more economical) than a triumph by superior force. The Art of 
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War advises the commander to induce his opponent into accomplishing 

the commander's own aims or force him into a position so impossible 

thar he opts to surrender his army or state unharmed. 

Perhaps Sun Tzu's most import,int insight was that in a military or 

strategic contest, everything is relevant and connected: weather, terra.in, 

diplo1nacy, the reports of spies and double agents, supplies and logistics, 

the balance of forces, historic perceptions, the intangibles of surprise 

and morale. Each factor influences the others, giving rise to subtle shifts 

in momentum and relative advantage. There are no isolated events. 

Hence the task of a strategist is less to analyze a particular situation 

than to determine its relationship to the context in which it occurs. No 

particular constellation is ever static; any pattern is temporary and in 

essence evolving. The strategist must capture the direction of that evo

lution and make it serve his ends. Sun Tzu uses the word "shi" for rhat 

quality, a concept with no direct Western counterpart.37 In the military 

context, shi conn.ores the strategic trend and ''potential energy" of a 

developing situation, "the power inherent in the particular arrange

ment of elements and ... its developmental· tendency."38 In The Art of 

Wai; the word connotes the ever-changing configuration of forces as 

well as their general trend. 

To Sun Tzu, the strategist mastering shi is akin to water flowing 

downhill, automatically finding the swiftest and easiest course. A suc

cessful commander waits. before charging headlong into battle. He 

shies away from an enemy's strength; he spends his time observing and 

cultivating changes in the strategic landscape. He studies the enemy's 

preparations and his morale, husbands resources and defines them 

carefully, and plays on his opponent's psychological weaknesses-until 

at last he perceives the opportune moment to strike the enemy at his 

weakest point. He then deploys his resources swiftly and suddenly, 

rushing "downhill'.' along the path of least resistance, in an assertion of 

superiority that careful timing and preparation have rendered a fait 

accompli.39 The Art of War articulates a doctrine less of territorial 
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,·onquc:st than of psychological dominance; it was the way the North 

\'i,·111amese fought America (though Hanoi usually translated its psy

' !11,lugical gains into actual territorial conquests as well). 

I II general, Chinese statesmanship exhibits a tendency to view the 

,·111 ire strategic landscape as part of a single whole: good and evil, n<:ar 

:11,d for, strength and weakness, past and future all interrelated. In 

, 0111 raist to the Western approach of treating history as a process of 

111<1d1.:rnity achieving a series of absolute victories over evil and l::,ack

w:1rdness, the traditional Chinese view of history emphasized a cyclical 

process of decay and rectification, in which nature and the world can 

lit· understood but not completely mastered. The best that can be ac

rninplished is to grow into harmony with it. Strategy and statecraft 

liccome means of ''combative coexistence" with opponents. The goal is 

10 maneuver them into weakness while building up one's own shi, or 

,t rategic positioni0 

This "maneuvering" approach is, of course, the ideal and not al

ways the reality. Throughout their history, the Chinese have had their 

share of "unsubtle" and brutal conflicts, both at home and occasionally 

abroad. Once these conflicts erupted, such as during the unification of 

China under the Qin Dynasty, the clashes of the Three Kingdoms 

p<:riod, the quelling of the Taiping Rebellion, and the twentieth

lTntury civil war, China was subjected to wholesale loss of life on a level 

wmparable to the European world wars. The bloodiest conflicts 

, 1ecurred as a result of the breakdown of the internal Chinese system

in other words, as an aspect of internal adjustments of a.state for which 

domestic stability and protection against looming foreign invasion are 

equal concerns. 

For China's classical sages, the world could never be conquered; 

wise rulers could hope only to harmonize with its trends. There was 

110 New World to populate, no redemption awaiting mankind on disc 

tant shores. The promised land was China, and the Chinese were al

ready there. The blessings of the Middle Kingdom's culture might 
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theoretically he cxtt·nded, by China's superior example, to the foreign

ers on the ei~pirc's periphery. But there was no glory to be found in 

venturing across the seas to convert "heathens" to Chinese ways; the 

customs of the Celestial Dynasty were plainly beyond the attainment 

of the far barbarians. 

This may he. the deept·r meaning of China's abandonment of its 

naval tradition. Lecturing in the 1820s on his philosophy of history, the 

German philosopher Hegel described the Chinese tendency to see the 

huge Pacific Ocean to their cast as a barren waste. He noted that China, 

by :111d large, did not venture to the seas and instead depended on its 

great landmass. The land imposed "an infinite multitude of dependen

cies," whereas the sea propelled people "beyond these limited circles of 

thought and action": "This stretching out of the sea beyond the limita

tions of the land, is wanting to the splendid political edifices of Asiatic 

States, although they themselves border on the sea-as for example, 

China. For them the sea is only the limit, the ceasing of the land; they 

have no positive relations to it." The West had set sail to spread its trade 

and values throughout the world. fn this respect, Hegel argued, land

bound China-which in fact had once been the world's greatest naval 

power-was "severed from the general historical development.'"' 

With these distinctive traditions and millennial habits of superior

ity, China entered the modern age a singular kind of empire: a state 

claiming universal relevance for its culture and institutions but making 

rew efforts to proselytize; the wealthiest country in the world but one 

that was indifferent to foreign trade and technological innovation; a 

culture of cosmopolitanism overseen by a political elite oblivious to the 

onset of the Western age of exploration; and a political u_nit of unparal

leled geographic extent that was unaware of the technological and his

torical currents that would soon threaten its existence. 
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Next week marks the 216th anniversary of the founding of the West Point Military Academy. Its 

founding came less than 20 years after the defeat of the Brit.ish at Yorktown in 1781. It followed 

the decision by President Thomas Jefferson to establish the United States Military Academy just 

after his inauguration in 180 I. Indeed the United States continental army first occupied t.his place 

on 27 January 1778, barely two years into the Revolutjonary War, when things were not 

proceeding all that well against the British in that great conflagration. So you have been here at 

West Point since virtually the first birth-pangs of this great Republic. 

Over the span of history, this nation has grown from thirteen fissiparous colonies to become the 

most powerful nation on earth. And while the challenges have been many, you have preserved 

the flame of liberal democracy throughout the nation's rise. 

When this nation was.being born, China was at its height In 1799, the Qianlong Emperor died, 

having reigned for over 60 years. His grandfather, the Kangxi Emperor, had reigned for 61 years 

until 1722. Between both their reigns, the territorial expanse of the Chinese Empire virtually 

doubled, occupying some 10 per cent of the world's land area, 30 percent of the world's 

population, and 32 percent of the world's economy. 

Although the United State.s sought to establish consular relations with China in 1784, this was 

rebuffed by Qianlong's court, delaying the establishment of diplomatic relations until 1844 with 

the Treat of Wangxia. By this stage, China had already suffered its first major defeat at the hands 

of the British during the First Opium War. The second defeat would follow less than 20 years 
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later at the hands of the British and the French. And so began China's "Century of National 

Humiliation'' until the birth of the People's Republic in 1949. 

As for Australia, proudly an ally of the United States since we first fought together in the 

trenches in 1918, our short history, at least as a settler society, has been considerably more recent 

than either China or the US-although our indigenous peoples, Aboriginal Australians, are the 

oldest continuing cultures on earth, going back 60,000 years. Because Washington's continental 

army prevailed ii,t Yorktown in 1781, not only did Britain lose these colonies, it also lost its 

convict dumping ground at Savannah Georgia. Back in the British Admiralty, after the Treaty of 

Paris in 1783, they dusted otfthe navigation charts of James Cook taken some 13 years before, 

and in 1788 established a convict colony and the first European settlement in what we how call 

Sydney, Australia. 

China, because of its proximity and size, has loomed large in the Australian national imagination 

ever since. Just as it now looms large in the global imagination. Not least because China's new 

leadership, under Xi Jinping, as of the very day he first came to power as General Secretary of 

the Chinese Cortiinunist Party five years ago, claimed that China's national missiori was now one 

of"national renaissance" (guojia fuxing). 

Xi Jinping, i.n raJlying his party to a future vision for his country, looks deeply to China's history 

as a source ofnational inspiration. China's national pride at the historical achievements of the 

great dynasties of the Qing, Ming, Song, Tang, and the Han is palpable. The Chinese political 

leadership harness their national past selectively, always carefully using rose-coloured glasses, 

omitting those chapters which may be more problematic for China's current national narrative. 

But then again, China's leaders are no more guilty of this than other countries. 

Nonetheless, for those who are professionally charged with interpreting China's future, as you 

are inthis gteat military academy, it means that we must also take time to understand China's 

past. To understand how China perceives the world around it. And to uildefstil.ild how it now 

perceives its own national destiny in the turbulent world of the 21st c~ntury. 

It is one of the reasons why after more than 40 years of studying Chinese language, history, 

politics, economics, and culture, I have embarked on a fresh research project at Oxford 
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University, seeking to define Xi Jinping's worldview. This is not a static process. This is a 

dynamic process. China is as much deeply marked by its past, as it is being·reshaped by the 

unprecedented torrent of economic, social, cultural, a_n_d technological forces that are washing 

over its future. 

Over the la.st 40 years I have engaged China as a student, bureaucrat, diplomat, member of 

parliament, foreign minister, and prime minister. And now as the President of an American think 

tank, part of a venerable institution, the Asia Society, which has been engaging China since the 

earliest days of the People's Republic in 1956. Understanding China is a lifelong journey. 

For those of you who would become the next generation of American military leaders, it must be 

yo\lf lifelong journey as well. I argue that there will be no more important part of your 

professional skill-craft than to understand how Chinese leaders think, how they perceive the 

world, and how the world should most productively engage them. That applies also to your 

country's future political leadership, corporate leadership, and every branch of its military. So I. 

encourage you in your mission. 

DEFINING XI JINPING'S CHINA 

Xi's Political Authority 

. The beginning of wisdom in understanding China's view of the world is to understand China's 

view of the future of its own country-its politics, its economics, its society. X_i Jinping li_es at 

the apex of the Chinese political system. But his influence now permeates every level. Five years 

ago, I wrote that Xi would be China's most powerful leader since Deng. I was wrong. He's now 

China's most powerful leader since Mao. We see this at multiple levels. The anti-corruption 

campaign he's wielded across the Party has not only helped•him "clean up" the country's almost 

industrial levels of corruption. It has also afforded the additional benefit of "cleaning up" all of 

Xi Jinping's political opponents on the way through. It's a formidable list: 

• Bo Xilai, Politburo member and Party Secretary of Chongqing; 

• Zhou Yongkang, Politburo Standing Committee member and head of the internal security 

apparatus; 

• Xu Caihou, Vice Chairman of the Central Military Commission; 

• Guo Boxiong, Vice Chairman of the Central Military Commission; 
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• Ling Jihua, former Chief of the General Office of the CPC and Chief of Staff to Hu Jintao; 

• Sun Zhengcai, Politburo member and another Party Secretary from Chongqing; 

• And just prior to the 19th Party Congress, General Fang Fenghui, Chief of the Joint Staffs, and 

General Zhang Yang, Director of the PLA Political Work Department,-who recently committed 

sui.cide. 

None of this is for the faint-hearted. It says much about the inherent nature ofa Chinese political 

system which has rarely managed leadership transitions smoothly. But it also points to the 

political skill-craft of Xi Jinping himself. 

Xi Jinping is no political neophyte. He has grown up in Chinese party politics as conducted at the 

highest levels. Through his father, Xi Zhongxun, he has been on both the winning side and the 

losing side of the many bloody battles that h.ave been fought within the Chinese Communist 

Party since the days of the Cultural Revolution half a century ago. 

There is little that Xi Jinping hasn't seen with his own eyes on the deepest internal workings of 

the Party. He has been through a "masterclass" of not only how to survive it, but also on how to 

prevail within it. For these reasons, he has proven himself to be the most formidable politician of 

his age. He has succeeded in pre-empting, outflanking, outmanoeuvring, and then removing each 

of his political adversaries. The polite term for this is power consolidation. In that, he has 

certainly succeeded. 

The external manifestations of this are seen in the decision, now endorsed by the 19th Party 

Congress and the 13th National People's Congress, to formally enshrine "Xi Jinping Thought" as 

part of the Chinese constitution. For Xi Jinping's predecessors, Deng, Jiang and Hu, this 

privilege was only accorded them after they had formally left the political stage. In Xi Jinping's 

case, it occurs near the beginning of what is likely to be a long political career. 

A further manifestation of Xi Jinping's extraordinary political power has been the concentration 

of the policy machinery of the Chinese Communist Party. Xi now chairs six top-level ''leading 

small groups" as well as a number of central committees and commissions covering every major 

area ofpo[icy. 
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A third expression of Xi's power has been the selection of candidates for the seven-man 

Standing Committee of the Politburo, the 20-person wider Politburo, and the 209-member 

Central Committee. There's been some debate among China analysts as to the degree to which 

these ranks are now filled with Xi loyalists. My argument is simple: it is a much more 

accommodating and comfortable set of appointments from Xi Jinping's personal perspective 

than what he inherited from the 18th Party Congress. 

Furthermore, his ability to prevail on critical personnel selection is underlined by the impending 

appointment of his close friend and colleague Wang Qishan as Chinese Vice President. Wang 

Qishan himself has passed the retirement age, butthis has proven to be no obstacle to retaining 

him as an ex-officio member of the politburo standing committee, as reflected in the footage 

carried yesterday by the Chinese media of the opening sessions of the Nation;il People's 

Congress. And it is Wang Qishan who will be entrusted by Xi with working-level responsibility 

for the vast complexity that is now the US-China relationship. 

A fifth manifestation of Xi Jinping's accumulation of unchallenged personal power has been the 

decision to remove the provision of the 1982 Chinese State Constitution, which imposed a limit 

of two five-yel!f terms on those appointed to the Chinese presidency. Xi Jinping is now 64 years 

old. He will be 69 by the expiration of his second term as President, General Secretary of the 

Party, and Chairman of the Central Military Commission. Given his own family's longevity (his 

father lived to 88, and his mother is still alive at 91), as well as the general longevity of China's 

most senior political leaders, it is prudent for us to assume that Xi Jinping, in one form or 

another, will remain China's paramount leader through the 2020's and into the following 

decade. 

He therefore begins to loom large as a dominant figure not just in Chinese history, but in world 

history, in the twenty-first century. It will be on his watch thatChina finally becomes the largest 

economy in the world, or is at least returned to that status, which it last held during the Qing 

dynasty. 

Finally, there is the personality of Xi Jinping himself as a source of political authority. For those 

who have met him and had conversations with him, he has a strong intellect, a deep sense of his 
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country's and the world's history, and a deeply defined worldview of where he wants to lead his 

country. Xi Jinping is no accidental president. It's as ifhe has been planning for this all his life. 

It has been a lifetime's accumulation of the intellectualsoftware, combined with the political 

hardware of raw politics, which form the essential qualities of high political leadership in 

countries such as Chin.a. For the rest of the world, Xi Jinping represents a formidable partner, 

competitor or adversary, depending on the paths that are chosen in the future. 

There are those within the Chinese political system who have opposed this large-scale 

accumulation ofpersortal power in the hands ofXi Jinping alone; mindful of the less<ms from 

Mao. In particular, the decision to alter the term-limits concerning the Chinese presidency has 

been of great symbolic significance within the Chinese dorrtestic debate. State censorship was 

irrtmediately applied to any discussion of the subject across China's often unruly social media. 

The People's Daily, in a surprisingly defensive editorial last week, was at pains to point out that 

the changes to term limits for the Chinese presidency simply brought Chi.n.a's state constitution 

into line with the Party constitution, which imposed no term limits on the positions of General 

. Secretary and Chairman of the Central Military Commission. Even more defensively, the 

~ People's Daily was at equal pains to point out that these constitutional changes did not signify 

"leadership for life". 

For Xi's continuing opponents within the system, what we might describe as "a silent minority", 

this has created a central, symbolic target for any resentment.s they may hold against Xi Jinping's 

leadership. It would be deeply analytically flawed to conclude that these individuals have any 

real prospect of pushing back against the Xi Jinping political juggernaut in the foreseeitble 

future. But what these constitutjonal changes have done is to make Xi potentially vulnerable to 

any single, large-scale adverse event in the future. If you have become, in effect, "Chairman of 

Ev~rything", then it is easy for your political opponents. to hold you responsible for anything and 

everything that could go wrong, whether you happen to be responsible for it or not 

This could include any profound miscalculation, or unintended consequence, arising from 

contingencies on the Korean Peninsula, Taiwan, the South China Sea, the Chinese debt crisis, or 

large-scale social disruption arising from unmanageable air pollution or a collapse in 

employrrtertt through a loss of competitiveness, large-scale automation or artificial intelligence. 
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However, militating againstany of the above, and the "tipping points" which each could 

represent, is Xi Jinping's seemingly absolute command of the security and intelligence apparatus 

of the Ch.inese Commun.isl Party and the state. Xi Jinping loyalists have been placed in command 

of all sensitive positions across the security establishment. The People's Armed Police have now 

been placed firmly under party control rather than under the control of the state. And then there 

is the new technological sophistication of the domestic security apparatus right across the 

country-an apparatus which now employs more people than the PLA .. 

We s.hould never forget that the Chinese Communist Party is a revolutionary party which makes 

no bones about the fact that it obtained power through the barrel of a gun, and will sustain power 

through t.he barrel of a gun if necessary. We should not have any dewy-eyed sentimentality about 

any of this. It's a simple fact that this is what the Chinese system is like. 

Xi Jin ping's View of the Party 

Apart from the sheer construction of personal power within the Chinese political system, how. 

· does Xi Jinping see the future evolution of China's political structure? Here again, we've 

reached something of a tipping point in the evolution of Chinese politics since the return of Deng 

Xiaoping at the 3rd Plenum of the I Ith Central Committee in November 1978. 

There has been a tacit assumption, at least across much of the collective West over the last 40 

years, that China, step-by-step, was embracing the global liberal capitalist project Certainly, 

there was a view that Deng Xiaoping's program of"reform and opening" would liberalise the 

Chinese economy with a greater role for market principles and a lesser role for the Chinese state 

in the economy. 

A parallel assumption has been that over time, this would produce liberal democratic forces 

across the country which would gradually reduce the authoritarian powers of the Chinese 

Communist Party, create a greater plurality of political voices within the country, and in time 

involve something not dissimilar to a Singaporean-style "guided democracy", albeit it on a grand 

scale. Despite the global wake-up call that was Tianailtnen in 1989, by and large t.his continued 

to be the underlying view across the West, always misguided in my view, that China, through . 

many twists and turns, was still broadly on track to create a more liberal political system, if not 

to create any form of classical Western liberal democracy. 
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Many scholars failed to pay attention to the internal debates within the Party in the late 1990s, 

where internal consideration was indeed given to the long-term transformation of the Communist 

Party irtto a Western-style social democratic party as part ofll more pluralist political system. 

The Chinese were mindful of what happened with the collapse of the Soviet Union. They also 

saw the political transformations that unfolded across Eastern and Central Europe. Study groups 

were commissioned. Intense discussions held. They even included certain trusted foreigners at 

the time. I remember participating in some of them myself. Just as I remember my Chinese 

colleagues telling rrte in 2001-2 that China had concluded th.is debate, t_here wou_ldbe no 
• 

systemic change, and China would continue to be a one-party state. It would certainly be a less 

authoritarian state than the sort of totalitarianism we had seen during the rule of Mao Zedortg. 

But the revolutionary party would remain. 

The reasons were simple. The Party's own institutional interests are in its long-term survival: 

after all, they had won the revolution, so in their own Leninist worldview, why on earth should 

they voluntarily yield power to others? But there was a second view as well. They also believed 

that China Could never become a global great power in the absence of the Party's strong central 

leadership. And that in the absence of such leadership, China would simply dissipate into the 

divided bickering camps that had often plagued the country throughout its history. The 

Communist Party would continue, therefore, as an unapologetically Leninist party for the future. 

To be fair to Xi Jinping, it should. be noted for the historical record that these inte_rn_a_l debat_e~ 

were concluded a decade before Xi's rise to power. The rise of Xi Jinping should not be 

interpreted simplistically as the sudden triumph of authoritarianism over democracy for the 

future of China's domestic political system. That debate was already over. Rather it should be 

seen as a definition of the particular form ofauthoritarianisrrt that China's new leadership now 

seeks to entrench. 

I see this emerging political sys_tem as having three defining characteristics. First, the 

unapologetic assertion of the power, prestige and prerogatives of the Party apparatus over the 

administrative machinery of the state. In previous decades, the role of the Party apparatus had 

shrunk to a more narrowly defined, ideologicaJ role. The powers of detailed policy decision

making had. gradually migrated to the institutions of the state council. This indeed had been a 

signature reform under Premier Zhu Rongji. 
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That is no longer the case. Xi Jinping has realised that if you remove the Party as an institution 

from continued structural relevance to the country's real policy decision-making process, the 

. party over time would literally fade away. As a person who believes deeply not just in the Party's 

history, but also the Party's future, Xi has not been prepared to stand idly by while t_hat 

happened. Xi has now intervened decisively to reverse this trend, 

A second defining feature of this "new authoritarian" period is the role of political ideology over 

pragmatic policy. For the previous forty years, we've been told that China's governing ideology 

was "Socialism with Chinese Characteristics". As the decades rolled by, at least in the economy, 

there was much less "socialism" than there were "Chinese characteristics". In this sense, 

"Chinese characteristics'' became the accepted domestic political euphemism for good old 

capitalism. 

Few people seemed to have understood that a cote part of Xi Jinping's intellectual make-up is 

that he is a Marxist dialectician. This derives from the Hegelian principles of"thesis, antithesis 

and synthesis". Or in Chinese Maoist terms: "Contradictions among the people". This forms a 

deep part of Xi Jinping's intellectual software. Indeed the importance which Xi attaches to this as 

an intellectual methodology led him to conduct two formal Politburo study sessions on both 

"historical materialism'' and "dialectical materialism" in 20 I 3 and 2015 respectively. As a 

dialectician, Xi Jinping is acutely conscious of the new social, economic and political forces 

being created by China's "neo-liberal" economic transformation. He would also understand 

intuitively the challenges which these new forces would, over time, represent to the Party's 

continuing Leninist hold on power. 

Both he and the rest of the central leadership have read development economics. They are not 

deaf and dumb. They know what the international literature says: that demands for political 

liberalisation almost universally arise once per capita income passes a certain threshold. They are 

therefore deeply aware of the profound "contradiction" which exists between China's national 

development priority of escaping the "middle income trap" on the one hand, and unleashing 

parallel demands for political liberalisation once incomes continue to rise on the other. 

Xi Jinping's response to this dilemma has been a reassertion of ideology. This has meant a 

reassertion of Marxist-Leninist ideology. And a new prominence accorded to ideological 
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education across the entire Chinese system. But it's more sophisticated than a simple 

unidimensional ideological response. At least since the 2008 Olympics, which pre-dated Xi's 

ascendency, Chinese nationalism has also become a parallel mainstay in China's broader 

ideological formation. This has continued and expanded under Xi Jinping. And it has been 

augmented by an infinitely more sophisticated propaganda apparatus across the country, which 

now fuses the imagery of the Chinese Communist Party and the Chinese nation into a combined 

Chinese contemporary political consciousness. 

On top of this, we've also seen a rehabilitation of Chinese Confucianism as part of the 

restoration of Chinese historical narratives about, and the continuing resonance of, China's 

"unique" national political forms. According to the official line, this historical, authoritarian, 

hierarchical continuity is what has differentiated China from the rest of the world. This Chinese 

"neo-Confucianism" is regarded by the. party as a cornforta\lle historical accompaniment to the 

current imperatives for a strong, modem Chinese state, necessary to manage the complex 

. processes of the "Great Chinese Renaissance" of the future. 

The short-hand form of the political narrative is simple: China's historical greatness, across its 

dynastic histories, lay in a strong, authoritarian hierarchica.1 Confucian state. By corollary, 

China.'s historical greatness has never been a product of Western liberal democracy. By further 

corollary, China's future national greatness will lie not in any adaptation of Western political 

forms, but instead through the modem adaptation of ifs own indigenous political legacy in the 

form of a Confucian, communist state. 

Xi Jinping's View of the Economy 

A third characteristic of China's "new authoritarianism", although less clear than the first and 

second, is what is now emerging in the future direction of China's economic program. We are all 

farnjliar with Deng Xiaoping's famous axiom that "it doesn't matter whether a cat is white or 

black, so long as it catches mice".Just as we ate farniliar with his. other exhortation, "it is indeed 

glorious to be rich". These were followed by later exhortations by China's apparatchik class to 

leave government service (xiahai) and go out into the world (zouchuqu}. These simple axioms, as 

opposed to complex statements of ideology, provided the underlying guidance for the subsequent 

two generations of Chinese entrepreneurs, both at home and abroad. 
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In policy terms, China's first phase of economic reform (1978-2012) was characterised by small

scale, local family enterprises, involved in light industry; low-wage, labour-intensive 

manufacturing for export; combined with high-level state investment in public infrastructure, 

including telecommunications, broadband, road, rail, port, power generation, transmission and 

distribution. 

In early 2013, at the 3rd plenum of the 18th Central Committee, Xi Jinping released a new 

blueprint for the second phase of China's economic reform program, or what was ominously 

called "The Decision", or more elegantly China's "New Economic Model". Its defining 

characteristics were a new emphasis_ on the domestic consumption market rather than exports as 

the principal driver of future economic growth; the explosion of China's private sector at the 

expense of the overall market share of China's state owned enterprises, which were to be 

constrained to certain, critical strategic ind11stry sectors; the flourishing of the services sector, 

particularly through the agency of digital commerce; "leapfrogging" the West in critical ilew 

technology sectors, including biotechnology, and artificial intelligence; a:nd aH within the new 

framework of environmentally sustainable development, particularly air pollution and climate 

change. 

It's important to track over the last five years what progress and regress has occurred across the 

60 specific reform measures articulated in the decision of March 20 I 3. The core organising 

principle across the reform program was that "the market would play the decisive role" across 

China's economic system. The Asia Society Policy Institute, of which I am President, in 

collaboration with the Rhodium Group, has been producing over the last six months the "China 

Economic Dashboard", which looks in detail at the ten core barometers of economic change. 

What we have concluded is that China has made progress in two of these. First, in innovation 

policy, where China has made measurable strides, both in policy direction but tnore critically, in 

defiance of the usual skepticism about China's capacity to innovate, i.n actual economic 

performance. 

Second, We also measured progress in Chinese environmental reforms, in particular the reduction 

in the PMI measures of air pollution across China's major cities over the last two years. 

However, in five often areas, we've seen China at best marking titne: investment, trade, finance, 

SOE and land reform. And finally, in fiscal policy, competition policy and labour reform, we see 
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evidence of China sliding backwards against the reform direction it set for itself five years ago. 

Each of these are the subject of considerable debate across the Chinese economic analytical 

community, particularly given the perennial problems we all face with data. Nonetheless, only 

the bravest official commentators in China could now point to 2013-18 as a path-breaking period 

of economic reform. It has at best been slow. 

This brings into sharp relief the content of the government work report on the economy delivered 

at the Natiol)aJ People's Congress in Beijing in March 2018. Once again, precisely five years 

down the track from the original documents, the analytical community will pote over the entrails 

to analyse whether the spirit of market-based reforms continues to flourish for the future. Or 

whether it has begun to fade amidst a more general Chinese political and ideological redirection 

to the left. Or just as problematically, for economic tefortn to die at the implementation level 

because of confusing political and policy signals from the centre, meaning that it is much safer to 

just keep your head down. Or because there are limited local incentives, either personal or 

institutional, to actively prosecute reform which inevitably generates local conflict with deeply 

entrenched vested interests. Or, more likely, an unholy cocktail of the above, collectively 

reinforcing a natural predisposition towards bureaucratic inertia. 

Certainly those at the centre of China's economic reform team, including Wang Qishan, Liu He 

and Wang Yang, understand the absolute imperatives of implementing this next round of 

economic reform. They know from bitter experience that to stand still is in fact to go backwards. 

And they understand in particular that the only source of employment growth in China's 

economy over the last five years has come from the private sector, not SO Es, as China each year 

is required to absorb 20 million new workers into its labour force. 

Nonetheless, there have been worrying signs. First, the role of Party secretaries within private 

firms now seems to have been enhanced. Second, there is now an open debate in China as to 

whether the state should acquire equity within China's most successful private firms in order to 

secure broad representation and greater political influence over these companies' future 

direction. And third, in the wake of the anti-corruption campaign and other compliance 

irregularities, we now see a number of prominent Chinese private firms in real political 

difficulty, and in one case, Anbang, the tempotaty "assumption of state control" of the 

company's assets after its Chairman and CEO was taken into custody. 
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Compounding all of the above is still a continuing lack of truly independent commercial courts . 

and arbi.tration mechanisms. The complication this creates is whether this leads over time to a 

private capital strike, or a flight of private capital of the type we have seen over the last several 

years, resulting in a re-imposition of form.al capital controls by the state. 

So 011 the future direction of China's economy, the jury is still out. Have we also reached a new . . 

"tipping point", as we appear to have done in Chinese politics? Or will this be a more 

sophisticated Chi.nese play, consistent with one gfthe deeper aphorisms of Chinese politics, 'that 

"in order to go right on the economy, you must go left on politics" in order to sustain to internal 

"balance" ofthe system? The next 12 months with China's new economic team will t:,e critical. 

CHINA'S "WO.RLOVI.EW" UNDER XI JINPING 

Seven Core Priorities 

There is always a danget facing foreign policy and security policy specialists when they seek to 

understand and define the capabilities, strategy and world view of other states. There is always a 

temptation, given the analytical disciplines we represent, to see these "external" manifestations 

of state behaviour in the international realm as independent phenomena. The reality is that any 

· country's worldview is as much the product of its domestic politics, economics, culture and 

historiography, as it is the product of the number of guns, tanks and bullets held by ourselves, 

and by those around us. 

That's why I've sought to emphasise in this presentation so far the domestic drivers that 

underpin China's emerging worldview. It's important to bear in mind that those who ultimately 

shape Chinese strategy, like American strategy, are those who are equally engaged in the 

domestic affairs of their nations. There.is no longer a clinical distinction between the foreign and 

domestic, the international and t.he n.ationaL Therefore understanding the domestic imperatives of 

China's leadership is the beginning of wisdom in understanding the emerging patterns of China's 

foreign and security policy behaviour. 

The Party 

China's emerging worldview, in my own estimation, is best understood as a set of seven 

concentric circles. The first concentric circle is the Chinese Communist Party itself and its 
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overriding interest to remain in power. This Leninist reality should never be forgotten. It is 

radically different from the worldview of Western political parties, who while always detennined 

to remain in electoral power while they possibly can, also understand there is a natural ebb and 

flow in our national political discourse, intennediated by the electoral process. 

National Unity 

The second concentric circle, in terms of the core interests of the Chinese leadership, is t.he unity 

of the motherland. This may seem a hackneyed phrase in the West. But it remains of vital 

concern in Beijing, both as a question of national security on the one hand, and a question of 

enduring political legitimacy on the other. From Beijing's perspective, Tibet, Xinjiang, Inner 

Mongolia and Taiwan represent a core set of security interests. Each within itselfrepresents a 

confluence of external and internal security factors. Tibet is a central factor in Ch.inese 

perceptions of its strategic relationship with India. Xinjiang represents China's gateway to what 

it perceives to be an increasingly hostile Islamic world, reinforced by concerns about its own, 

home-grown Islamic separatist movement. Inner Mongolia, despite the resolution of the common 

border with Russia decades ago, represents a continuing source of strategic anxiety between 

China and Russia. Taiwan, long seen as an American aircraft carrier in the Pacific, represents in 

the Chinese strategic mind a grand blocking device against China's national aspirations for a 

more controlled, and therefore more secure maritime frontier, as well as an impediment to the 

ultimate political holy grail of national re-unification. These "internal" security challenges will 

always remain China's core security challenges, apart, of course, from the security of the Party 

itself. 

The Economy and Ji:nvironmental Sustainability 

The third i.n this series of concentric circles is the economy, together with its strategic 

counterfoil, environmental sustainability. I've already referred at some length to the current 

dilemmas in Chinese economic policy. Parallel dilemmas also confront the leadership over the 

litany of stories which penneate its own media on water, land and air pollution, and the 

inadequacy of food quality standards. The tragedy of China's rapid economic development over 

the first 35 years was the relegation of the environment. Indeed, the systematic treatment of the 

environment as simply an "economic externality'' to the Chinese development process led to 

wholesale environmental destruction. China is now paying the price. 
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Of course, these are not just domestic concerns for the Chinese people themselves. The quantum 

of China's greenhouse gas emissions is of fundamental releva.nce to the future of global climate 

security and therefore of the planet itself. Indeed, if China fails to deliver on its future 

commitments on GHG reductions, as America and my own country Australia are·now failing to 

do, by the time you students of the academy are taking your grandchildren to school during the 

last quarter of this century, the climate will represent the single greatest security threat to us all. 

But within the framework of China's current and emerging worldview, both a strong economy 

and clean environment represent core determinants of the Party's future political legitimacy. 

These existential questions, therefore, of clean water, useable land, uncontaminated fish stocks, 

clean air to breathe as well as continued jobs growth, increased living standards, a:nd all within 

the constraints ofan ageing population, represent the daunting, day-to-day challenges of China's 

Communist Party leadership. 

China's Neighbouring States - Securing China's Continental Periphery across Eu.rasia 

The fourth in this widening series concentric circles relates to China's fourteen neighbouring 

states. Neighbouring states occupy a particular place in China's strategic memory. Historically, 

they've been the avenue through which China's national security has been threatened, resulting 

in successive foreign invasions. From the Mongols in the North in the 12th century, to the 

. Manchurians in the North East in the mid-17th century, to the British, French, the Western 

imperial powers includi11g the United States, and then the absolute brutality of the Japanese 

occupation from the East. 

In Chinese traditional strategic thought, this has entrenched a deeply defensive view of how to 

maintain China's na.tion.al security. But Chinese historiography also teaches that purely defensive 

measures have not always succeeded. fhe failure of the Great Wall of China to provide security 

from foreign invasion is a classic case in point. 

For thes.e reasons, modern Chinese strategic thinking has explored different approaches. First and 

foremost, through political an.d economic diplomacy, China wishes to secure positive, 

accommodating, and wherever possible compliant relationships with all its neighbouring states. 
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But beyond that, China is also in search of its own form of strategic depth. We see this in 

China's political, economic and military diplomacy across its vast continental flank from 

Northeast, through Central to Southeast Asia. We see this thinking alive in the Shanghai 

Cooperation Organisation. We see it alive in the Conference on International Confidence 

Building in Asia (CICA). We see it also wit.h the Continental Silk Road, and the Maritime Silk 

Road initiative which charts its course across the Indian Ocean to the Red Sea and now the 

Mediterranean. And beyond that we see the Belt and Road Initiative, or BRI. The strategic 

imperative is clear: to consolidate China's relationships with its neighbouring states. Artd by and 

large, this means enhancing its strategic position across the Eura.sian continent, thereby 

consolidating China's continental periphery. 

China's Maritime Periphery - East Asia and the West Pacific 

The fifth concentric circle, or arguably its co-equal fourth, lies on China's maritime periphery, 

across East Asia and the West Pacific. Unlike its continental periphery, China sees its maritime 

periphery as deeply hostile. It sees its traclitional territorial claims in the East and South China 

Seas as under threat, and now routinely refers to these as China's "core national.interests", 

placing them in a similar category to Taiwan. China also sees the region as strategically allied 

against it-with a ring of US allies from South Korea to Japan to Taiwan to the Philippines and 

onto Australia. Beyond this ring of US allies, the Chinese are fundamentally fixated on the 

formidable array of US military assets deployed by US Pacific Command across the entire 

region. 

China's strategy in response to this is clear. It seeks to fracture US alliances and has said as 

much repeatedly in its declaratory statements. Its position is that these alliances .are relics of the 

Cold War. China's deepest strategic concern about the peaceful reunification ofNorth Korea lies 

in potentially having a unified Korean Peninsula, as a US ally, positioned on its immediate land 

border. China's deeper response to its strategic circumstances is to enhance the capability of its 
navy and air force. Under Xi Jinping, the change in China's military organisation, doctrine a.nd 

force structure has been profound. The army continues to shrink. The navy and air force continue 

to expand. 

Chinese naval and air capabilities now extend to reclaimed islands i.n the South China Sea. 

China's naval and air expansion has also been enhanced by the rapid development of its land-
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based missile force targeted at both Taiwan and wider US naval operations in the Western 

Pacific. The strategic rationale is clear: a strategy of air-sea denial against US forces seeking to 

sustain large-scale US military operations in support of Taiwan, its partners in the South China 

Sea, and ultimately in the East China Sea as well. China's overall political-military strategy is 

clear: to cause sufficient doubt in the minds of PACOM, and therefore any fut11re US 

administration as to the "winnability" of any armed conflict against Chinese forces within the 

first island chain. And that includes American doubts over its ability to defend Taiwan. 

The softer edge of China's strategy in East Asia and the Western Pacific is economic 

engagement through trade, investment, capital flows and development aid. China's strategy in 

this region, as in elsewhere in the world, is to tum itself into the indispensable economic power. 

In many countries and regions in the world, it has made great progress on this score. This, in 

many respects, is a simple projection of the scale of the Chi.nese economy as economic growth 

continues and China remains on track to pass the United States as the world's largest economy 

over the course of the next decade. 

The bottom line is this: in both reality and in perception, China has already become a more 

important economic partner than the United States to practically every country in wider East 

Asia. We all know where the wider strategic logic takes us. From economic power proceeds 

political power; from political power proceeds foreign policy power; and from foreign policy 

power proceeds strategic power.That is China's strategy. 

Chi11a and the Developing World 

The sixth in my attempted visual image of China's order of strategic priorities is China's 

particular relationship with the developing world. This has long historical roots going back to 

Mao and Zhou Enlai's role in the non-aligned movement. It applies particularly in Africa. But 

we also see it in countries like Pakistan, Sri Lanka and Bangladesh. China's relationship with the 

.developing world ha.s long been seen as a pillar in the prosecution of its global interests and 

values. In the current period this has continued with large-scale public and private Chinese trade 

and investment across Africa, Asia and Latin America. 

Across Africa, China has laid out large slabs of the continent's emerging infrastructure. Each of 

these projects is generating its own local controversies. But the remarkable thing about China's 
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strategy is its persistence and its ability to adapt and adjust over time. Multiple field studies have 

now been conducted by Western academics on.Chinese investment projects in the developing 

world. Some have not been good. But what is remarkable is how many positive stories are also 

emerging, on balance. So when China looks for local voices to support its interests, either in the · 

· United Nations or across the labyrinth of the global multilateral system, its ability to pull in 

political and diplomat support is unprecedented. 

China and the Global Rules-based Order 

The seventh and final concentric circle concerns the future of the global rules,based order itself.· 

The United States, combined with its allies, as the victors of the Second World War, constructed 

the underlying architecture of the post-war, liberal international rules-based order. We saw this at 

Bretton Woods in 1944, the emergence of the IMF, the World Bank and the General Agreement 

on Tariffs and Trade, later the WTO. We saw it in 1945 with the UN Charter. We saw it in 1948 

with the Universal Declaration of Human Rights. 

The United States also sought to defend the order it had created with a global network of 

alliances: NA TO in Europe, and bilateral security alliances across East Asia. Across all this, 

even during the Cold War, the United States remained the dominant superpower. Dominant 

politically, economically, and militarily. Now we find ourselves in a period of great change and 

challenge. 

Our Western political systems are under challenge in tenns of their own domestic legitimacy. 

China will soon replace the United States as the world's largest economy. China will begin to 

challenge US regional but not global military dominance. China is also creating iti; own hew . 

multilateral institutions outside the UN framework, such as the AIIB. China also continues to 

expand its strategic and economic reach across Europe and Asia. And Xi Jinping h.as made plain 

he does not see China's role as simply replicating the current US-led liberal international order 

for the future. 

· China has consistently said that this was an order created by the Western, victorious, and by-and

large colonial powers after the Second World War. But China leaves open what future changes it 

may make to the international rules-based system in the future. The desin1bility of having a fonn 

oftules-based system, rather than simple chaos, lies deep within Chinese political consciousness. 

-' This material is distributed by Capitol Counsel LLC on behalf ofU.S.·China Transpacific F_ou_ndation. 
This matq;ilblli§l:~,l:iiPilii,~~l,l,le@lhll!tfli!llt'l!~lli!)"M!~'lfuluridation. 

Addi.tional informat_ion is available at the O'epartment.0f JuStite, Wcl:Shingfon, DC. 

Received by NSD/FARA Registration Unit 03/05/2019 1 :29:14 PM 



Received by NSD/FARA Registration Unit 03/05/2019 1 :29: 14 PM 

Briefing Book - 79 

Chaos is utterly alien to. China's preferred political approach. But it is important to remember 

that "order", the alternative to "chaos", will not necessarily be an American order, or for that 

matter a libera.1 i.ntetnational order of America's making, where Chinese co-leadership of that 

order may now be expected or desired. 

China's expectation of the future of the order will be one which is more suited to China's own 

national interests and values. This means China will want to change things. At this stage, it is not 

clear how rnuch China wants to change things. And whether the rest of the inte.rnational 

community will agree. This will have implications, for example, for the current international 

order on human rights, anchored in the three current international treaties and the human rights 

council in Geneva. It will also have implications for the future international economic order, 

including the WTO, particularly in the aftermath of any unfolding trade war with the United 

States. As for the future international security order, we now find ourselves in completely 

uncertain terrain for reasons increasingly shaped by the future contours of both American and 

Chinese domestic politics. 

There. is much public debate about Thucydides' Trap on the probability of conflict between 

China and the United States. Just as there is now debate about the Kindleberger Trap, drawn 

frorn the experience of the 1920s and l 930's, when we saw the emergence of strategic vacuum 

through the global retrenchment of the United Kingdom and an unwillingness of the United 

States to fill that vacuum in the provision of global public goods. The result was global anarchy 

of a different sort. My deepest belief is that we must avoid both these traps. Our deepest wisdom 

must be harnessed in defining another path. 

CONCLUSION 

There are many reasons to itudy China. It is an extraordinary civilisation in its own right. It 

contains deep wisdom, generated over more than 4000 years of recorded history. China's 

aesthetic tradition is also rich beyond all measure. It is easy to become lost in the world of 

Sinology. But the rise of China demands ofus all a New Sinology for the 21st century. 

One which is familiar with the Chinese tradition. One which is clear in its analysis of 

contemporary Chinese politics, economics, society and China's unfolding role in the region and 

the world .. As well as a New Sino logy which is capable of synthesising the above. 
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We will need a generation ofleaders who understand this integrated Chinese reality, in order to 

make sense of and engage with the China of the future. With our eyes wid¢ open. And wi_th our 

minds wide open as well. Open to new challenges. Open to new threats. Open to new 

possibilities. Open to new areas of cooperation and collaboration. 

And above all, open to finding creative paths about how we preserve peace, preserve stability, 

avoid conflict and the scourge of war between these two great nations, while preserving the 

universal values, anchored in our international covenants, for which_ we all still stand. 
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Summary 

Briefing Book - 82 
Understanding Ch_ina's Political System 

This report is designed to provide Congress with a perspective on .the contemporary political 
systert, of China, the only Communist Party-led state in the G-20 grouping of rriajor economies. 
China's Communist Party dominates state and society in China, is committed to mainta.ining a 
permanent monopoly on power, and is intolerant of those who question its right to rule. 
Nonetheless, analysts consider China's political system to be neither monolithic nor rigidly 
hierarchical. Jockeying among leaders and institutions representing different sets of interests is 
common at every level of the system. 

The report opens with a brief overview of China.'s leading political institutions. They include the 
Communist Party and its military, the People's Liberation Army; the State, led by the State 
Council, to which the Party delegates day-to-day administration of the country; and the National 
People's Congress (NPC), China's unicameral legislature. On paper, the NPC has broad powers. 
In practice, the legislature is controlled by the Communist Party and is able to exercise little of its 
constitutionally mandated oversight over the state and the judiciary. Following its 18th Congress 
in November 2012, the Communist Party ushered in a new Party leadership. New State and NPC 
leaders took office following the opening session of the 12th NPC i.n March 2013. . 

Following the overview, this report introduces a number of distinct features of China's formal 
political culture and discusses some oftheit implicat.ions for U.S.-China relations. Those features 
include the fact that China.is led not by one leader, but by a committee of seven; that the military 
is not a national army, but rather an armed wing of the Communist Party; that provincial leaders 
are powerful players in the system; and that ideology continues to. matter in China, with the 
Communist Party facing vocal criticism from its left flank each time it moves even further away 
from its Marx.isl roots. Other themes include the role of meritocracy as a form of legitimization 
for one-party rule, and ways in which meritocracy i.s being µndettnined; the introduction of an 
element of predictability into elite Chinese politics through the enforcement of term and age 
limits for holders of public office; the Chinese system's penchant for long-term planning; and the 
system's heavy emphasis on maintaining political stability. The next section of the report 
discusses governance challenges in the Chinese political system, from "stove-piping" and 
bureal!cratic competition, to the distorting influence of bureaucratic rank, to factionalism, 
corruption, and weak rule of law. 

The second half of the report is devoted to detailed discussion of China's formal political 
structures~the Party, the military, the State, the National People's Congress, a consultative body 
known as the Ch.ina People's Political Consultative Conference, and China's eight minor political 
parties, all of which are loyal to the Communist Party. Also discussed are other political actors 
who play a role in influencing policy debates, including the media, big business, research 
institutes, university academics, associations, and grassroots non-governmental organizations. 
The report concludes with a discussion of prospects for political reform, noting that while China's 
new Communist Party chief has called for everyone· to be boun<l. by t.he constitution and law, 
Party policy is to reject vigorously the notion ofa multi-party system, separation of powers, a 
bicameral legislature, or a federal system, on the grounds that all are unsuited to China's 
conditions. 
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Understanding China~s Political SY,~tem 

This report is designed to provide Congress wit.ha perspective on the contemporary political 
system of China, the world's second-largest economic power, one of five permanent members of 
ihe United Nations Security Council, and the only Communist Party-led state in the G-20 
grouping of major economies.' By introducing some of the distinct features and governance 
challenges of China's political culture, the report aims to help Congress understand the ways in 
which political actors in Chin.a interact, or in some cases, fail to interact, with implications for 
China's relationship with its neighbors and the world. By introducing some.of the leading 
political institutions and political actors in China, the report aims to help Congress understand 
where Chinese interlocutors sit within the Chinese political system, gauge their relative influence, 
and judge the authoritativeness of their statements with respect to official policy. Where 
appropriate, the report also seeks to highlight ways in which China's political culture affects 
official Chinese interactions with the U.S. government. 

The Chinese Communist Party (CCP or Party) has been in power in China for 63 years, a 
record of longevity that rivals and could in six years surpass that of the Communist Party of the 
Soviet Union.2 The CCPassUined power in 1949 by means of a civil war victory over the forces 
of Chiang Kai-shek's Nationalists, who moved the seat of their Republic of China government to 
the island of Taiwan. The Communists named their new regime the People's Republic of China 
(PRC). Although the CCP has been continually in power since, China's .political institutions and 
political culture have evolved significantly over those decades, with the CCP's willingness to 
adapt helping to explain why it has, so far at least, avoided the fate of its sister parties in the 
Soviet Union and Eastern Europe. 

Today, although the Party is committed to maintaining a permanent monopoly on power and is 
intolerant of those who question its right to rule, analysts consider the political system to be 
ileith.er inon.olithic nor rigidly hierarchical. Jockeying among leaders and institutions representing 
different sets of interests is common at every level of the system. Sometimes fierce competition 
exists among the members of the Com.munist Party's seven-man Politburo Standing Committee 
and 25°member Politburo, China's highest decision-making bodies. It also exists among 
ministries; between ministries and provincial governments, which are equals in bureaucratic rank; 
among provinces; and among the headquarters departments and seryice branches of the military. 
The military and the Foreign Ministry are often on different pages. Deputies to the National 
Pe_ople's Congress, China's wea_k leg.islatu.re, s0metimes attempt to push back against the 
government, the courts, and the public prosecutor's office, As part ofa trend of very modest 
political pluralization, moreover, other political actors are increasingly able to influence policy 
debates. Sµch actors, who may join forces to advance particular causes, include an increasingly 

1 The world's o_therrem.a_i.ni.ng Cm:nmu_ni_st Party.Jed states are (;uba, Laos. North K~rea, and Vietnam, none of which is 
a member of the G-20. The G-20 countries are Arge_ntina, A_ustral_ia, Brazi_l, Cap.ada, Cl;lina, France, Genn_any, India, 
Indonesia, Italy, Japan, Mexico. Republic of Korea, Russia, Saudi Arabia, South Africa, Turkey, the UtJ.ited Ki_ngdom, 
and the United States. 

z The Soviet Union was_established in 1922 and collapsed in 1991. lts ruling Communist Party, in power for 69 years, 
was initially called the Russian Communist Party. It changed its name in' 1925 to the AU-Union Communist Party 
(Solshevi~). and i_n_ 1952 to CommµJ)ist Party of the Soviet Union. China's ruling party has kept the same name 
throughout its history. It is sometimes referred to as the Ch_in_ese-Com_mun_ist Party (CCP) and sometimes as ~e 

- Communist Party of China (CPC). Official Chinese documents most often use the latter fonnul_ation. This repo_rt us_es 
the fonner. 

Congressional Re:sea.rch Serv_ice 1 
This material is distributed by Capitol Counsel LLC on behalf of US-China Transpacific Foundation. 

Additional information is available at the Departm_e_nt of Jus_iice, Washi_ngto_n, DC. · 

Received by NSD/FARA Registration Unit 03/05/2019 1 :29:14 PM 



Received by NSD/FARA Registration Unit 03/05/2019 1:29:14 PM 

Briefing Book - 86 
Understanding China's Political System 

d.iverse media, micro-bloggers, state-owned and private corporations, official ancl quasi-official 
research institutes, university academics, officially sponsored ass.ociations and societies, and 
grassroois non-governmental organizations. 

One test of a political system is its abilicy to manage political transitions. In the run-up to a once
in a decade change in the Communist Parry's leadership in November 2012, Communist Parry 
Politburo member and Chongqing Municipalicy Parry Secretary Bo Xilai fell from grace, 
exposing at least one serious rift in the leadership, raising questions about the unicy and probity of 
China's remaining leaders, and, because of Bo's ties to senior military figures, raising questions 
about the loyaliy of parts of the military to the central Parry authorities. (See text box on p. 19.) In 
the same period, the leadership was also shaken by revelations in the foreign media about the vast 
personal fortunes amassed by relatives of the outgoing premier, Wen Jiabao, and the incoming 
Party General Secretary, Xi Jinping.3 Despite the turmoil in its top ranks, the Party convened its 
18th National Congress in November 2012 without public displays of discord, and immediately 
afterwards appointed a new leadership. Xi Jinping was named both General Secretary of the 
Communist Parry and Chairman of the body that oversees the military, the Party's Central 
Military Commission. He added the title of State President at the first session of the 12th National 
People's Congress in March 2013. The NPC meeting also produced a riew Premier of the Sta.le 
Council, Li Keqiang, and other new top state officials. 

Many analysts, both in China and abroad, have questioned the long-term viabilicy of China's 
current political system, in which the Parry remains above the law, leadership politics is a black 
box, and civil society and the right to free speech and association are severely constrained. While 
he was in office, China's recently retired Premier, Wen Jiabao, called for political reform, 
including reform of"the l~adership system of the party and the state," warning that, "Without the 
success of political structural reform, it is impossible for us to fully institute economic structural 
reform. The gains we have made in reform and development may be lost, new problems that have 
cropped up in China's sociecy cannot be fundamentally resolved and such historical tragedy as the 
Cultural Revolution may happen again.',. Wen never elaborated, though, on precisely what sort of 
political reform he hoped to see. 

China's new Communist Party General Secretary Xi Jinping raised hopes for a change irt the 
Communist Parry's relationship to the law when he called. in December 2012 for full 
implementation of China's state constitution and declared that, "No organization or individual has 
the special right to overstep the Constitution and law, and any violation of the Constitution and 
the law must be investigated."5 Xi has also repeatedly mentioned the need for the Party t() police 
itself, rather than allowing any outside body to do so, however. Perhaps tellingly, in a January 
2013 speech, he urged Parry organizations and members to abide not by the state constitution, but 
rather by the Party's constitution, a separate document.' The apparent contradictions among Xi's 
statements make his attitude toward political reform unclear. 

3 David Barboza, «si·llions in Hidden Riches for Family of Chinese Leader,'' The New York Times, October 25, 2012; 
Michael Forsythe, Stiai Oster, Natasha Khan, and Dune Lawrence, "Xi Jinj,ing Miliionaire Rela:tiOils Reveaf Fortunes 
of Elite," Bloomberg, June 29, 2012. 
4 Ministry of Foreign Affairs of the People's Republic of China, "Premier Wen Jiabao Meets the Press," transcript, 
March 15, 2012, http://www.finprc.gov.cn/eng/zxxx/1914983.htm. 
5 "CPC's new chief pledges to implement rule Qflaw," Xinhua News Agency, Decerilber 4, 2012; Zhao Yinan, "Uphold 
Constitution, Xi says," _China Daily, December 5, 2012. 
6 "Xi Jinping vows 'J>9w~r within cage ofrcgul.ations'," Xinhua News Agency, January 22-, 2013. According to Xinhua, 
(continued ... ) 
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Overview of China's Political Institutions 

Figure I. China's Leading Political Institutions 
The Commu·niSt Party doi'ninates the Chinese. political system 

: " 

State 

National 
People's Congress 

Chinese People's 
Political Consultative 

Conference 

Sou.rce: <;RS research. 

True to its Leninist roots, the Chinese Communist Party dominates state and society in China. Its 
power tests 011 four pillars: its control of China's approximately 2.25 million person-strong 
military, the People's Liberation Army (PLA), its 15 million person-strong paramilitary force, 
the People's Armed Police, and its 800,000 other internal security forces; 7 its control of 
personnel aP,pointments across all political institutions, the military, state-owned corporations, 
and public institutions; its control of the media; and its control of the judiciary and the internal 

( ... continued) 

"Xi stressed all Party organs and members should strictly enf0rce Party discipline, abide by its Constitution, and 
implement the Part)''s theoties., line, principles and policies_;, 
7 Figures for force size from Richard D. Fisher, Jr., China's Military Mode_rnization.' Buil(jingfor Regional and Global 
Reach (Stanford Uriive"isity Ptess, 2010), p. 5. The 2006 edition of China's Defense White Paper stated that the PLA 
had 2_._3 n:iill.ion troops anQ the PAP had a force size of600,000. Information Office of the State Council, People's 
Republic of Chin~ China's National Defense in 2006, White Paper, December 29, 2006, http://WWW.china.org.cn/ 
englishlfeatures/book/ 194421.htm. 
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security apparatus. (For discussion of the Party organs in charge of these functions, see "The 
Party Bureaucracy.'') The Party's leadership role i_s referenced five times in the preamble to the 
PR C's 1982 constitution, but is not mentioned in any of the articles of the constitution, creating 
ambiguity about the legal basis for the Party's vast powers.' 

The Party entrusts impleme11tatio11 of its policies and day-to-day administration of the country to 
the institution of the State, headed by the State Council and including the State's ministries a_ild 
commissions and layers of"people's govemmeµts" below the national level. The top State 
officials at every level of administrat_ion usually concurrently hold senior Party posts, to ensure 
Party control. 

According to China's state constitution, the National People's Congress (NPC) oversees the 
State Council, as well as four other institutions: the Presidency, the Supreme People's Court, the 
public prosecutors' office, and the military. In practice, the NPC, liJe People's Congresses at 
every level of administration, is controlled by the Communist Party and is able to exercise little 
oversight over any of the institutions officially under its supervision. NPC deputies are expected 
to approve all budgets, agency reports, and personnel appointments put before them. The NPC's 
most significant power is its ability to initiate and shape legislation. 

The formal political system also includes two other categories of institutions, although they have 
little substantive power, The first is People's Political Consultative Conferences (PPCCs), the 
most senior level of which is known as the Chinese People's Political Consultative Conference 
(CPPCC) National Committee. The Party and State ostensibly "consult" with PPCCs on policy 
issues.9 The second set of institutions is China's eight minor political parties, known as the 
"democrii.tic parties." All the parties were established before the Communists came to power, 
pledge loyalty to the Communist Party, and accept its leadership. The existence of the PPCCs and 
the minor parties allows the Communist Party to describe China's political system as one o_f 
"multi0 party cooperation and political consultation led by the Communist Party ofChina."10 

Features of China's Formal Political Culture 

The formal Chinese political system has a number of distiilct features. Awareness of these 
features can be helpful for congressional interactions with Chinese officials and institutions, and 
can inform Coilgress's understanding of official Chinese behavior. 

8 The full English-language text of the 1982 state con_stitut_ion and its subsequent amendments can be accessed on the 
Website of the People's Daily, the mouthpiece of the Commun_ist Party Central Cornmit~ee, at 
hup·:t/engJish.peopledaily.COin.cn/coli.stitutiOn/constitution.html. The clearest st_ate_m_ent in th!:! con_sti~u~ion mandating 
continued Communist Party tule tea:ds: "Under the leadership ofth·e Communist Party of China and the guid_ance of 
Marxism-Lei:iin_ism ~d Mao Zedong Thought, the Chinese people of all nationalities will continue to adhere to the 
people's democratic dic_tatorship and follow the soci~_list roacL .. "Chinese critics of one Party r'ule sometirries inake 
their case obliquely by calling for revision of the Preamble to the Constitution. 
9 The People's Congresses extend down to the town_ship leve_l, one level above the village, and the People's Political 
Consultative Conferences extend down to,.the county level, one level above _the township_. • 
10 See discussion of this concept on an autht>riz~d Ch~cse government portal site operated by the CCP's external 
propaganda aim, the State Council Information Office: http://~.china._org._cn/englis_h/Pol_it_ic:111!29034.htm. 
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China has had no supreme _leader since the_ death of Deng Xiaoping in 1997. The seven men who 
sit on the country's most senior decision-making body, the Communist Party's Politburo Standing 
Committee (PSC), 11 form a collective leadership in which each inan has a rank, from one to 
seven, and shoulders primary responsibility for a specific portfolio. (See Table 1 for the names 
and offices of all seven members.) Party General Secretary Xi Jinping is ranked first among the 
seven and has responsibility for convening PSC and larger Politburo meetings. He also controls 
some of the most consequential portfolios, including military and foreign affairs. Unlike his 
predecessor, who had to wait two years after becoming head of Party to be named head of the 
military, Xi was awarded the top military post immediately upon taking over leadership of the 
Party, a development that has enhanced his authority. Like all his colleagues, however, Xi must 
still win consensus from the rest of the group for major decisions. Forging agreement can be 
difficult; in part because members of the PSC owe their jobs to horse trading among different 
constituencies, interest groups, and influential retired Party elders, whose interests they represent 
informally on the PSC. 12 

Table I.The 18th Central Committee's Politburo Standing Committee 
All Were Appointed at the First Plenum of the 18" Central Comm_ittee in Nove_mber 2012 

Name (family 
name is listed 

first) Party position(•) Birthdatea Ott:,er tides Portfolio 

Xi Jinping Ge_ne_ral Sec_re~ry of the June I 953 . State Presiderit;- The Communist 
C_ommunist Party: C_hairman Ch;a_irman of the Party and foreign 

of .the Party Central Military State Miliµ:ry ~nd 11'.'_il_itary affairs 

Commission Commission 

ll Keqiang No. 2 Ranked Politburo July I 955 Premier and Party Government 

Standing Com_mittee (PSC) Secretary ·of the cldministration and 

Member -State Coun_cJI the _economy 

Zhang Dejiang No. 3 Ranked PSC Member November Chairman. Standing Legislative affairs 
1946 Com·mittee of the 

12th Natiorial 
People's <:;ongress 

Yu Zhengsheng ~o .. 4 Ranked PSC Member. April 1945 Chairman, 11th Relations with non-
National Committee co:mr:nunists 
of the Chinese 
People's Politic·aJ 
Consultative 
Conference 

Liu Yunshan No. S Ranked PSC Member; July 1945 Party affairs 
Member of the Party 
Secretariat; PrE!Sident of thE! 
Central Party School 

11 The Politburo Standing Cornmit_tee is also known as the Political Bureau Standing Committee. 
12 For more _information about the dynamics of the PSC, s·ee Alice L. Miller, «The Politburo Standing Co_m_mittee under 
Hu Jin_tao,'" Chin.a L_eadership _Monitor, _no. 35 (September 21, 2011), http://WWW.hoover.org.lpublications/china
leadership-monitor/article/93646. The authors are grateful. to Pro_f. Joseph ·Fewsmith of Boston Uitivel'Sity for insights 
into this topic. 
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Name (family 
name Is listed 

fir1t) 

Wang Qishan 

ZhangGaoli 

Party position(s) 

No. 6 Ranked Member of 
the PSC; Secretary of the 
Central Disciplinary 
lnspec:tion Com_mission 

No. 7 Ranked Member of 
the PSC 

Birthda:tea Other titles Portfolio• 

July 1948 ~rty discipline an~ 
fighting co_rr~ptio.n 

November No. I Ranked Vice Assisting the 
1946 Premier Premier, the 

economy 

Source: Website of ~e Communist Party's mouthpiece, The People's Daily, http://cpc.people.eom.cn/. 

a. Becau.se of age l_i_mits for senior offices, all those born before 1950 are expected to retire at the next·Party 
Congress, in 2017. Only X:i Ji_npi_ng and Li Keqiang are expected t_o conti_nue serving. 

The collective leadership feature of the Chinese political system is designed to guard against a 
repeat of the excesses of the era of the PRC's founding father, Mao Zedong, when a single out
sized leader was able to convulse the nation with a series of mass political campaigns. It is also 
meant to guard against the emergence in China ofa figure like Mikhail Gorbachev, whose 
decisions are widely blamed in China for the collapse of the Soviet Union. Before his death in 
1997, Chi_n_a's supreme leader, Deng Xiaoping, served as the ultimate check on the power of the 
Party general secretary, cashiering two reformist General Sec_retaries, Hu Yaobangin 1987 and 
Zhao Ziyang in 1989, before settling on Jiang Zemin in the aftermath of the 1989 Tiananmen 
massacre. It is unclear whether Jiang, age 86, or other retired leaders would today have the 
authority to remove the general secretary ifhe were to pursue policies with which they 
profoundly disagreed. 

The Military as an Armed Wing of the Communist Party 

China's military, the People's Liberation Army (PLA), is not a national army belonging to the 
state. Rather, it is an armed wing of the Communist Party, With the Party's exercise of"absolute 
leadership" over the military a fundamental guarantee of Communist Party rule, The PLA's 
willingness to put the Com.munist Party's interests first'was tested in 1989, when the Party 
ordered tanks into the streets of Beijing to clear unarmed protestors from Tianamnen Square. The 
PLA did as the Party ordered, killing hundreds of protestors in the process-no authoritative 
death toll has ever been released. The PLA also served the Party by enforcing seven months of 
martial law in the capital before and after the killings, even though its actions badly damaged the 
PLA's image within China and aro.und the world, 

A heavy emphasis on political indoctrination-and particularly on the need for the PLA to ·be 
unswervingly loyal to the Communist Party-has been a hallmark of the PLA from its earliest 
days. Among the five "core values" for the military outlined by China's most recent Party and 
military chief, Hu Jintao, "loyalty to the Party" came first, ahead of"ardent love fot the people," 
and "service to the country." 13 In remarks to troops in December 2012, China's new top Party and 

11 Jrunes Mu!Venon, "HU JintaO and the "Core· Values of Military Personnel,"' Chiila Leadership Monitor, no. 28 (1\1~.y 
8, 2009). 
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military leader, Xi Jinping, described obeying the Party's command as "the soul of the military" 
and the military's ability to engage in combat and win battles as a "top priority."14 

. 

A major tool for Party control of the military is the General_ Political Department (GPO), one of 
the four "general departments" of the PLA headquarters, all of which are represented on the 
Party's Central Military Commission. Among other things, the GPO is responsible for political 
training and military personnel matters, including J!lanagement of personnel dossiers, promotions, 
and job assignments. GPO political commissars (known at lower levels as political directors and 
political instructors) serve side-by-side with military commanders at all levels of the PLA, and 

- head the Party committees in all PLA units. Almost all PLA officers are Party members. 15 Only 
two uniformed officers serve on the Party's Politburo, however, and none serve on China's most 
senior leadership body, the Politburo Standing Committee. 

Scholars and others in Chin.a have sometimes broached the possibility of strengthening the PLA's 
institutional ties to the State by "de-politicizing" it, or ''nationalizing'' it. The Party has repeatedly 
rejected such notions. In 2012, at a press conference marking the 851h anniversary of the founding 
of the PLA, a military spokesman denounced talk ofde-politicization as "erroneous ideas" raised 
with "ulterior motives."16 Communist Party General Secretary Xi Jinping reportedly confirmed 
his opposition to de-politicization in leaked remarks in December 2012 in which he blamed the 
collapse of the Soviet Union on Moscow's decision to depoliticize the Soviet military. 

17 

The Legislature: Strong on Paper, Weak in Practice 

China's 1982 state constitution, adopted six years after the death of Mao Zedong, describes the 
country's unicameral legisla_ture, the National People's Congress, as "the highest organ of state 
power." The constitution gives the NPC the power to amend the constitution; supervise its 
enforcement; enact and amend laws; ratify and abrogate treaties; approve the state budget and 
plans for national economic and social development; elect and impeach top officials of the state 
and judiciary; and supervise the work of the State Council, the State Central Military 
Commission, the Supreme People's Court, and the Supreme People's Procuratorate. In reality, 
however, t_he N_PC exercises many of those powers in name only. 

One major reason for the NPC's weakness is the Com_munist Party's insistence t_hat it serve as 
little more than a rubber stamp for Party decisions. While the constitution gives the NPC the right 
to "elect" such top state officials as the President, Vice President, and Chairman of the State 
Central Military Commission, for example, in practice, the Party decides who willfillthose 
positions. The NPC's role is simply to ratify the Party's decisions. 

Some analysts see a related reason for the NPC's weakness in the dual identity of most of its 
__ deputies and the way they are "elected." The Party nominates all candidates for positions as 

deputies, usually nominating 20% to 50% more candidates than available positions. Provincial-

14 "Xi Orders PLA t_o ln_tensi_fy Cor:nJ:,at Awarene_ss," XinhU(l News Agency, December 12, 2012, 
http://news.xinhuanet.com/english/china/2012-12/12/c _ 132036566.htm. ' 
15 Dennis J. Blasko, The Chinese Army Today: Tradition and TrarJsformationfor the 2111 Century, 2nd ed. (New York: 
Routledge, 2012), pp. 33-34. 
16 ''-China Stresses Party's Absolute Leadership over AJnty: Mi_litary Officer," Xinhua News Agency, July 29, 2012. 
17 •'·'Le_ak.ed Speed) Shows X_i Jinping's Opposition to Reform,'' China Digital times, January 27, 2013, 
http;/ I chinadigitaltimes.net/20 13/0 I /leaked-speech-shows-xi-j inpingS-opposition_-to-reform/. 
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level People's Congresses and the Peorle's Liberation Army elect deputies from among the 
nominees. Campaigning i.s forbidden. 1 Because Chin;). rejects the principle of the separation of 
powers, the heads of all the constitutional branches of government ov.eiwhich the NPC is meant 
to exercise oversight are themselves NPC deputies, including the President and the Premier of the 
State Council. In an, according to calculations by a leading Chinese medi.a organization, 85% of 
the current NPC's nearly 3,000 deputies hold concurrent posts as Communist Party or state 
officials or civil servants. 19 Holders of state, judicial, and procuratorial positions are barred, 
however, from serving on the NPC Standing Committee, the elite body that catties out the work 
of the NPC when the full NPC is out of session, as it is for all but approximately IO days a year. 
As a guarantee of Party control of the legislature, a member of the Party's seven-man Politburo 
Standing Committee serves concurrently as chairman of the NPC Stand.ing Committee. 

Proposals for political reform in China often involve empowering the NPC to play the role. 
envisioned for it in the constitution. Proposals have focused, ·for example, on incentivizing the 
NPC to enforce the state constitution by creating a dedicated committee under the NPC Standing 
Committee to review laws passed nationwide for compliance with the constitution.20 Others have 
suggested that the Party rule through the NPC, using only the NPC's powers as outlined in the 
constitution. If the Party were to do sp, however, it would be significantly curbing its powers and, 
for the first time, submitting them to constitutional restraints. 21 

the Power of Provincial Governments 

Provincial leaders are powerful players in the Chinese political system. Six ofthem, all Party 
Secretaries, sit on the Party's Politburo, making them ari)ong t.he 25 most powerful officials in the 
country. All provincial leaders share at least the same bureaucratic rank as central government 
ministers, With the 201 I inauguration ofa U.S.-China Governors Forum, designed to bring 
together U.S. governors and Chinese provincial Party secretaries and governors, outreach to 
provincial leaders has become an important element of U.S. policy toward China. 

18 Jiang Jinsong, The National People's Congress Of China (Foreign Languages Press Beijing, 2003). pp. 86-104.Jiang 
notes on pp. 96~97 that, "The Election Act entitles national organizations and the proVincia1 orgariizati0Ds of every 

· poUtic~J party@~ of every people's organiz~tion to·nomin_ate candidates of Deputies to the NPC. In addition, 10 or 
more Deputies of the 'ihcumbe_nt NPC in e_ach_.of the e_lect()ral uni_ts are als_o ent_itled to jointly nominate candidates to 
the NPC." That said, however, he writes that. "In reality all candidates to the NPC are nominated b)' the Communist 
Party in consultation with the other parties and the people's organizations at the llationa1 an_d provi.n_ci_arh;:vel_s." 
19 '-'ffilmtif;: 1.tf~~" (Improve the Composition of Deputies:- Clear the Way for Expre"ssion of 
Pop_ul.ar Opinion), South Metropoli(an News ~di.tori.al, f\._'l~ch 10, 2012._ 
20 $~ (Li Yong), "ll!l'.i:1f-i&o/1iS~'9e;i\;,:l;/IBi~~~Jlif;!J," ("Establish an Effective, Feasible Mechanism to Review 
lmplem_entation of the Col}sti_t1J.tio:n"), ¥ >] 81W. (Stu_dy Ti17J,es), January 21, 2013, http://www.studytimes.com.cn:9999/ 
epaper/xxsb/html/2013/0 l /21/05/05 _ 27.htm. 
21 lhe Vice President of China's Supreme People's Court, Jiang Bixin, is clo_sely assod8.ted witb thi_s proposal. _Jiang 
argues that the NPC's relatively robust constitutionally mandated powers would bee "sufficient for the· Party to exercise 
effective control over administrative and judicial powers, and leadership over state J)oWct" Jiarig's stated rationale for 
proposing such an arra.ng~ent: that it w0µld e_ase the tension between the Communist Party's current.approach to 
ruling and the constitution's depiction of the NPC and focal people's congresses-as Chi_1_1_a's fjJ_m;lan:i_ent_al syst~In of 
government. iliefi(Jiang Bixin), "~~lm'fliiJIJl'm~' ("Theoretical Thinking on Certain 
Questions Related to Building a Socialist Country Ruled by Law"), l!iiil~(Theoretical Horizon), June 2012, p. 13. 
See also Jiang Bixin, "~ ~m~IW~,tffl;'' ("Some Thoughts on Comprehensively 
Promoting the Rule of Law: B_ackground to Studying the Party's 18th Co1_1gress Report"), ~tf:f~(People 's Fory,IJJ 
Magazine), Issue 385, ·November 23, 2012. 
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China's Political Institutions in Detail 

The Chinese Communist Party (CCP) 

The Communist Party's 82.6 million members constitute approximately 6% of China's population 
of 1.34 billion. Any Chinese citizen over the age of 18 who is willing to accept and abide by the 
Party's constitution and policies, which include a requirement that Party members be atheists, can 
apply fo.r Party membership. In 2011, however, of21.6 million applicants, fewer than 15% were 
accepted. The Party i.s heavily male, with female members making up less than a quarter of the 
total. Nearly 85% of members work for the Party or the State.'1 Party membership is considered 
prestigious, although not to the degree that it was in earlier eras. 

Every Party member, irrespective of position, is required to be organized into a branch, cell, or 
other specific unit of the Party to participate in the regular activities of the Party organization. 
Party units exist in all official and semi-official organizations and institutions, including state
owned enterprises and universities. As of the end of 2011, they also existed in nearly I million 
private businesses and foreign-owned enterprises and in nearly every officially registered civil 
society organization," Thes.e Party bodies can wield great power within an institution, even 
though in some cases, as in foreign-owned companies, they may have little formal authority. With 
the Party controlling all avenues for public sector advancement, it is thought that many young 
people join the Party for career reasons. 

Party policy is communicated down the layers of the Party organization by means of directives · 
and Party committee meetings. The Party also ensures ideological conformity through nationwide 
study campaigns. In September 2008, for example, the Party launched an 18-month-long 
campaign for Party members to study Communist Party General Secretary Hu Jintao's "scientific 
concept of development." Party members throughout the system were required to study speeches 
and documents related to the concept. Party publishing houses published study guides. In another 
example, in 2009, as part of a broader study campaign on "the theory of socialism with Chinese 
characteristics," the Party's Propaganda Department ordered Party organizations nationwide to 
lead study sessions on a set of concepts known as the "Six Why's." Among the six why's were 
why separation of powers and a Western-style multi-party system were not right for China.53 

51 "'Chin<;\ Comniunist Party members exceed 82 ni!n,'' Xinhua News Agency, June 30, 2012; "~Hm~260.2Jj:g 
-~.&Jl1.02.7n'i;" ("'Ce_n_tral Organization Department:- 82.602 million Party niembers nationwide, 4.027 million 
grassroots Party organizatiofls," Xinhua News Agency, July 1, 2012. 
52 "<!>Jm:fflliw':1!260.2].jg ~J.lj)'\I02.7n't-," (''Central Organization Department: 82.602 Million Party Members 
Nationwide, 4.027 Million Grassroots Party Organizations," Xinhua News Agency, Ju_ly 1, 2012-. 
53 Theory Bureau, CCP Ce11tral Comrn_it~ee Propaganda Department, Six "Why's": Answers to Some Important 
Queslions (M )'s#j.': Y1fl~i,J!flJ'1Ele} (Study Press ~tlltliM; 2009). 
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Un~standing China's Poli.tical Systen:i 

Figure 3.The National-Level Communist Party Hierarchy 
fhe Politburo Standing Committee is the Most Powerful Decision-Making Body 

Source: q:JJtq:1 *tfi.mt/i~OO (Organizational Structure Chart of the Commu·nist Party Central Committee), 
http:i/cpc.people.com.cn/GB/64162/351757/index.html. 
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PART1 

The Land That Failed to Fail 

The West was sure the Chinese approach would 
not work. It just had to wait. It's still waiting. 

By PHILIPP. PAN Photographs by BRYAN DENTON NOV. 18, 2018 

htt;ps://www.nytimes.com/interactive/2018/11/18/world/asia/china
rules.html?module-inline 

In the uncertain years after Mao's death, long before China became an 

industrial juggernaut, before the Communist Party went on a winning 

streak that would reshape the world, a group of economics students 

gathered at a mountain retreat outside Shanghai. There, in the 

bamboo forests of Moganshan, the young scholars grappled with a · 

pressing question: How could China catch up with the West? 

It was the autumn of 1984, and on the other side of the world, Ronald 
Reagan was promising "mor_ning again in America." China, 

meanwhile, was just recovering from decades of political and 

economic turmoil. There had been progress in the countryside, but 

more than three-quarters of the population still lived in extreme 

poverty. The state decided where everyone worked, what every factory 

made and how much everything cost. 

The students and researchers attending the Academic Symposium of 

Middle-Aged andYoung Economists wanted to unleash market forces 
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but worried about crashing _the economy - and alarming the party 

bureaucrats and ideologues who controlled it .. 

Late one night, they reached a consensus: Factories should meet state 

quotas but sell anything extra they made at any price they chose. It 

· was a clever, quietly radical proposal to undercut the planned 

economy - and it intrigued a young party official in the room who had 

no background in economics. "As they were discussing the problem, I 

didn't say anything at all," recalled Xu Jing'an, now 76 and retired. "I 

was thinking, how do we make this work?" . 

· The. Chinese economy has grown so fast for so long now that it is easy 

to forget how unlikely its metamorphosis into a global powerhouse 

was, how much of its ascent was improvised and born of desperation. 

The proposal that Mr. Xu took from the mountain retreat, soon 

adopted as government policy, was a pivotal early step in this 

astounding transformation. 

China now leads the world in the number ofhomeowners,.internet 

users, college graduates and, by some counts, billionaires. Extreme 

poverty has fallen to less than 1 percent. An isolated, impoverished 

backwater has evolved into the most significant.rival to the United 

States since the fall of the Soviet Union. 

An epochal contest is underway. With President Xi Jinping pushing a 

more assertive agenda overseas and tightening controls at home, the 

Trump administration has launched a trade war and is gearing up for 

what could be a new Cold War. Meanwhile, in Beijing the question 

these days is less how to catch up with the West than how to pull 

ahead - and how to do so in a new era of American hostility. 
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The pattern is familiar to historians, a rising power challenging an 

established one, with a familiar complication: For decades, the United 

States encouraged and aided China's rise, working with its leaders and 

its people to build the most important economic partnership in the 

world, one that has lifted both nations. 

During this time, eight American presidents assumed, or hoped, that 

China would eventually bend to what were considered the established 

rules of modernization: Prosperity would fuel popular demands for 

political freedom and bring China into the fold of democratic nations. 

Or the Chinese econo~y would falter under the weight of 

authoritarian rule and bureaucratic rot. 

But neither happened. Jnstead, China's Communist leaders have 

defied expectations again and again. They embraced capitalism even 

as they continued to call themselves Marxists. They used repression to 

maintain power but without stifling entrepreneurship or innovation. 

Surrounded by foes and rivals, they avoided war, with one brief 

exception, even as they fanned nationalist sentiment at home. And 

they presided over 40 years of uninterrupted growth, often with 

unorthodox policies the textbooks said would fail. 

In late September, the People's Republic of China,marked a milestone, 

surpassing the Soviet Union in longevity. Days later, it celebrated a 

record 69 years of Communist rule. And China may be just hitting its 

stride - a new superpower with an economy on track to become not 

just the world's largest but, quite soon, the largest by a wide margin. 

The world thought it could change China, and in many ways it has. But 

China's success has been so spectacular that it has just as often 
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. changed the world - and the American understanding of how the 

world works. 

There is no simple explanation for how China's leaders pulled this off. 

There was foresight and luck, skill and violent resolve, but perhaps 

most important was the fear - a sense of crisis among Mao's 

successors that they never shook, and that intensified after the 

Tiananmen Square massacre and the collapse of the Soviet Union. 

Even as they put the disasters of Mao's rule behind them, China's 

Communists studied and obsessed over the fate of theit old ideological 

allies in Moscow, determined to learn from their mistakes. They drew 

two lessons: The party needed to embrace "reform" to survive - but 

"reform" must never include democratization. 

China has veered between these competing impulses ever since, 

between opening up and clamping down, between experimenting with 

change and resisting it, always pulling back before going too far in 

either direction for fear of running aground. 

Many people said that the party would fail, that this tension between 

openness and repression would be too much for a nation as big as 

China to sustain. But it may be precisely why China soared. 

Whether it can continue to do so with the United States trying to stop 

it is another question entirely. 

Apparatchiks Into Capitalists 

None of the participants at the Moganshan conference could have 

predicted how China would take off, much less the roles they would 
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play in the boom ahead. They had come of age in an era of tumult, 

almost entirely isolated from the rest of the world, with little to 

prepare them for the challenge they faced. To succeed, the party had to 

· bothreinvent its ideology and reprogram its best and brightest to 

carry it out. 

Mr. Xu, for example, had graduated with a degree in journalism on the 

eve of Mao's violent Cultural Revolution, during-which millions of 

people were purged, persecuted and killed. He spent those years at a 

"cadre school" doing manual labor and teaching Marxism in an army 

unit. After Mao's death; he was assigned to a state research institute 

tasked with fixing the economy. His first job was figuring out how to 

give factories more power to make decisions, a subject he knew almost 

nothing about. Yet he went on to a distinguished career as an 

economic policymaker;helping launch China's first stock market in 

Shenzhen. 

Among the other young participants in Moganshan were Zhou 

Xiaochuan, who would later lead China's central bank for 15 years; 

Lou Jiwei, who ran China's sovereign wealth fund and recently 

stepped down as finance minister; and an agricultural policy specialist 

named Wang Qishan, who rose higher than any of them. 

Mr. Wang headed China's first investment bank and helped steer the 

nation through the Asian financial crisis. As Beijing's mayor, he hosted 

the 2008 Olympics. Then he oversaw the party's recent high-st~kes 

crackdown on corruption. Now he is China's vice president, second in 

authority only to Xi Jinping, the party's leader. 

This material is distributed by Capitol Counsel l,.LC on _t)eh~lf of U_S-China Transpacific Foundaticil"l. 
Addition.al informatio_n is av1;1.iJ.a.ble at the Department of Justice, washillgton, DC. 

Received by NSD/F ARA Registration Unit 03/05/2019 1 :29:14 PM 



Received by NSD/FARA Registrl).tion Unit 03/05/2019 1 :29:14 PM 

Briefing Book - 1 DD 

The careers of these men from Moganshan highlight an important 

aspect of China's success: It turned its apparatchiks into capitalists. 

Bureaucrats who were once obstacles to growth became engines of 

growth. Officials devoted to class warfare and price controls began 

chasing investment and promoting private enterprise. Every day now, 

the leader of a Chinese district, city or province makes a pitch like the 

one Yan Chaojun made at a business forum in September. 

"Sanya," Mr. Yan said, referring to the southern resort town he leads, 

"must be a good butler, nanny, driver and cleaning person for 

businesses, and welcome investment from foreign companies." 

It was a remarkable act of reinvention, one that eluded the Soviets. In 

both China and the Soviet Union, vast Stalinist bureaucracies had 

smothered economic growth, with officials who wielded unchecked 

power resisting change that threatened their privileges. 

Mikhail Gorbachev, the last leader ofthe Soviet Union, tried to break 

the hold of these bureaucrats on the economy by opening up the 

political system. Decades later, Chinese officials still take classes on 

why that was a mistake. The party even produced a documentary 
series on the subject in 2006, distributing it on classified DVDs for 

officials at all levels to watch. 

Afraid to open up politicallybut unwilling to stand still, the party 

found another way. It moved gradually and followed the pattern of the 

compromise at Moganshan, which left the planned economy intact 

while allowing a market economy to flourish and outgrow it. 
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Party leaders called this go-slow, experimental approach "crossing the 

river by feeling the stones" - allowing farmers to grow and sell their 

own crops, for example, while retaining state ownership of the land; 

lifting investment restrictions in "special economic zones," while 

leaving them in place in the rest of the country; or introducing 

privatization by selling only minority stakes in state firms at first. 

"There was resistance," Mr. Xu said. "Satisfying the reformers and the 

opposition was an art." 

American economists were skeptical. Market forces needed to be 

introduced quickly, they argued; otherwise, the bureaucracy would 

mobilize to block necessary changes. After a visit to China in 1988, the 

Nobel laureate Milton Friedman called the party's strategy "an open 

invitation to corruption and inefficiency." 

But China had a strange advantage in battling bureaucratic resistance. 

The nation's long economic boom followed one of the darkest chapters 

of its history, the Cultural Revolution, which decimated the party 

apparatus and left it in shambles. In effect, autocratic excess set the 

stage for Mao's eventual successor, Deng Xiaoping, to lead the party in 

a radically more open direction. 

That included sending generations of young party officials to the 

United States and elsewhere to study how modern economies worked. 

Sometimes they enrolled in universities, sometimes they found jobs, 

and sometimes they went on brief "study tours.'' When they returned, 

the party promoted their careers and arranged for others to learn from 

them. 
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At the same time, the party invested in education, expanding access to 

schools and universities, and all but eliminating illiteracy. Marty critics 

focus on the weaknesses of the Chinese system - the emphasis on 

tests and memorization, the political constraints, the discrimination 

against rural students. But mainland China now produces more 

graduates in science and engineering every year than the United 

States, Japan, South Korea and Taiwan combined. 

In cities like Shanghai, Chinese schoolchildren outperform peers 

around the world. For many parents, though, even that is not enough. 

Because of new wealth, a traditional emphasis on education as a path 

to social mobility and the state's hypercompetitive college entrance 

exam; most students also enroll in after~school tutoring programs - a 

market worth $125 billion, according to one study. or as much as half 

the government's annual military budget. 

Another explanation for the party's transformation lies in bureaucratic 

mechanics. Analysts sometimes say that China embraced economic 

reform while resisting political reform. But in reality, the party made 

changes after Mao's death that fell short of free elections or 

independent courts yet were nevertheless significant. 

The party introduced term limits and mandatory retirement ages, for 

example, making it easier to flush out incompetent officials. And it 

revamped the internal report cards it used to evaluate local leaders for 

promotions and bonuses, focusing them almost exclusively 011 

concrete economic targets. 

These seemingly minor adjustments had an outsize impact, injecting a 

dose of accountability ~ and competition - into the political system, 
, 
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said Yuen Yuen Ang, a political scientist at the University of Michigan. 

"China created a unique hybrid," she said, ''an autocracy with 

democratic characteristics." 

As the economy flourished, officials with a single-minded focus on 

growth often ignored widespread pollution, violations of labor 

standards, and tainted food and medical supplies. They were rewarded 

with soaring tax revenues and opportunities to enrich their friends, 

their relatives and themselves. A wave of officials abandoned the state 

and went into business. Over time, the party elite amassed great , 

wealth, which cemented its support for the privatization of much of 

· the economy it once controlled. 

The private sector now produces more than 60 percent of the nation's 

economic output, employs over 80 percent of workers in cities and 

towns, and generates 90 percent of new jobs, a senior official said ina 

speech last year. As often as not, the bureaucrats stay out of the way. 

"I basically don't see them even once a year," said James Ni, chairman 

and founder of Mlily, a mattress manufacturer in eastern China. "I'm 

creating jobs, generating tax revenue. Why should they bother me?" 

In recent years, President Xi has sought to assert the party's authority 

inside private firms. He has also bolstered state-owned enterprises 

with subsidies while preserving barriers to foreign competition. And 

he has endorsed demands that American companies surrender 

technology in exchange for market access. 

In doing so, he is betting that the Chinese state has changed so much 

that it should play a leading role in the economy - that it can build 

and run "national champions'' capable of outcompeting the United 
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States for control of the high-tech industries of the future. But he has 

also provoked a backlash in Washington, 

'Opening Up' 

In December, the Communist Party will celebrate the 40th 

anniversary of the "reform and opening up" policies that transformed 

China. The triumphant propaganda has already begun, with Mr. Xi. 

putting himself front and center, as if taking a victory lap for the 

nation. 

He is the party's most powerful leader since Deng and the son of a 

senior official who served Deng, but even as he wraps himself in 

Deng's legacy, Mr. Xi has set himself apart in an irnportant way: Deng 

encouraged the party to seek help and expertise overseas, but Mr. Xi 

preaches self-reliance and warns of the threats posed by "hostile 

foreign forces." 

In other words, he appears to have less use for the ''opening up" part 

of Deng's slogan. 

Of the many risks that the party took in its pursuit of growth, perhaps 
the biggest was letting in foreign investment, trade and ideas. It was 

an exceptional gamble by a country once as isolated as North Korea is 

today, and it paid off in an exceptional way: China tapped into a wave 

of globalization sweeping the world and emerged as the world's 

factory. China's embrace of the internet, within limits, helped make it 

a leader in technology. And foreign advice helped China reshape its 

banks, build a legal system and create modern corporations. 
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The party prefers a different narrative these days,. presenting the 

economic boom as "grown out of the soil of China" and primarily the 

result of its leadership. But this obscures one of the great ironies of 

China's rise - that Beijing's former enemies helped make it possible. 

The United States and Japan, both routinely vilified by party 

propagandists, became major trading partners and were important 

sources of aid, investment and expertise. The real game changers, 

though; were people like Tony Lin, a factory manager who made his · 

first trip to the mainland in 1988. 

Mr. Lin was born and raised inTaiwan, the self-governing island 

where those who lost the Chinese civil war fled after the Communist 

Revolution. As a schoolboy, he was taught that mainland China was 

the enemy. 

But in the late 1980s, the sneaker factory he managed in central 

Taiwan was having trouble finding workers, and its biggest customer, 

Nike, suggested moving some production to China. Mr. Lin set aside 

his fears and made the trip. What he found surprised him: a large and 

willing work force, and officials so eager for capital and know-how that 

they offered the use of a state factory free and a five-year break on 

taxes. 

Mr. Lin spent the next decade shuttling to and from southern China, 

spending months at a time there and returning home only for short 

breaks to see his wife and children. He built and ran five sneaker 

factories, including Nike's largest Chinese supplier. 

"China's policies were tremendous," he recalled. "They were like a 

sponge absorbing water, money, technology, everything." 
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Mr. Lin was part of a torrent of investment from ethnic Chinese 

enclaves in Hong Kong, Taiwan, Singapore and beyond that washed 

over China - and gave it a leg up on other developing countries. 

Without this diaspora, some economists argue, the mainland's 

transformation might have stalled at the level of a country like 

Indonesia or Mexico. 

The timing worked out for China, which opened up just as Taiwan was 

outgrowing its place in the global manufacturing chain. China 

benefited from Taiwan's money, but also its managerial experience, 

technology and relationships with customers around the world. In 

effect, Taiwan jump-started capitalism in China and plugged it into the 

global economy, 

Before long, the government in Taiwan began to worry about relying 

so much on its onetime enemy and tried to shift investment elsewhere. 

But the mainland was too cheap, too close and, with a common 

language and heritage, too familiar. Mr. Lin tried opening factories in 

Thailand, Vietnam and Indonesia but always came back to China. 

Now Taiwan finds itself increasingly dependent on a much more 

powerful China, which is pushing ever harder for unification, and the 

island's future is uncertain. 

There are echoes of Taiwan's predicament around the world, where 

many are having second thoughts about how they rushed to embrace 

Beijing with trade and investment. 

The remorse may be strongest in the United States, which brought 

China into the World Trade Organization, became China's largest 
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customer and now accuses it of large-scale theft of technology - what 

one official called "the greatest transfer of wealthinhistocy." 

Many in Washington predicted that trade would bring political 

change. It did, but not in China. "Opening up" ended up strengthening 

the party's hold on power rather than weakening it. The shock of 

China's rise as an export colossus, however, was felt in factory towns 

around the world. 

In the United States, economists say at least two million jobs 

disappeared as a result, many in districts that ended up voting for 

President Trump. 

Selective Repression 

Over lunch at a luxurious private club on the 50th floor of an 

apartment tower in central Beijing, one of China's most successful real 

estate tycoons explained why he had left his job at a government 

research center after the crackdown on the student-led democracy 

movement in Tiananmen Square. 

"It was very easy," said Feng Lun, the chairman ofVantone Holdings, 

which manages a multibillion-dollar portfolio of properties around the 

world. "One day, I woke up and everyone had run away. So I ran, too." 

Until the soldiers opened fire, he said, he had planned to spend his 

entire career in the civil service. Instead, as the party was pushing out 

those who had sympathized with the students, he joined the exodus of 

officials who started over as entrepreneurs in the 1990s. 
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"At the time, if you held a meeting and told us to go into business, we 

wouldn't have gone," he recalled. "So this incident, it unintentionally 

planted seeds in the market economy." 

Such has been the seesaw pattern of the party's success. 

The pro-democracy movement in 1989 was the closest the party ever 

came to political liberalization after Mao's death, and the crackdown 

that followed was the furthest it went in the other direction, toward 

repression and control. After the massacre, the economy stalled and 

retrenchment seemed certain. Yet three years later, Deng used a tour 

of southern China to wrestle the party back to "reform and opening 

up" once more. 

Many who had left the government, like Mr. Feng, suddenly found 

themselves leading the nation's transformation from the outside, as its 

first generation of private entrepreneurs. 

Now Mr. Xi is steering the party toward repression again, tightening 

its grip on society, concentrating power in his own hands and setting 

himself up to rule for life by abolishing the presidential term limit. 

Will the party loosen up again, as it did a few years after Tiananmen, 

or is this a more permanent shift? If it is, what will it mean for the 

Chinese economic rniracle? 

The fear is that Mr. Xi is attemptingto rewrite the recipe behind 

China's rise, replacing selective repression with something more 

severe. 

The party has always been vigilant about crushing potential threats -

a fledgling opposition party. a popular spiritual.movement, even a 
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dissident writer awarded the Nobel Peace Prize. But with some big 

exceptions, it has also generally retreated from people's personal lives 

and given them enough freedom to keep the economy growing. 

The internet is an example of how it has benefited by striking a 

balance. The party let the nation go online with barely an inkling of 

what that might mean, then reaped the economic benefits while 

controlling the spread of information that could hurt it. 

In 2011, it confronted a crisis. After a high-speed train crash in eastern 

China, more than 30 million messages criticizing the party's handling 

of the fatal accident flooded social media - faster than censors could 

screen them. 

Panicked officials considered shutting downthe most popular service, 

Weibo; the Chinese equivalent of Twitter, but the authorities were 

afraid of how the public would respond. In the end, they let Weibo stay 

open but invested much more in tightening controls and ordered 

companies to do the same. 

The compromise worked. Now, many companies assign hundreds of· 

employees to censorship duties - and China has become a giant .on 

the global internet landscape. 

"The cost of censorship is quite limited compared to the great value 

created by the internet," said Chen Tong, an industry pioneer. ''We still 

get the information we need for economic progress." 

A 'New Era' 
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China is not the only country that has squared the demands of 

authoritarian rule with the needs of free markets. But it has done so 

for longer, at greater scale and with more convincing results than any 

other. 

The question now is whether it can sustain this model with the United 

States as an adversary rather than a partner. 

The trade war has only just begun. And it is not just a trade war. 

American warships and planes are challenging Chinese claims to 

disputed waters with increasing frequency even as China keeps 

ratcheting up military spending. And Washington is maneuvering to 

counter Beijing's growing influence around the world, warning that a 

Chinese spending spree on global infrastructure comes with strings 

attached. 

The two nations may yet reach some accommodation. But both left 

and right in America have portrayed China as the champion of an 

alternative global order, one that embraces autocratic values and 

undermines fair competition. It is a rare consensus for the United 

States, which is deeply divided about so much else, including how it 
has wielded power abroad in recent decades - and how it should do so 

now. 

Mr. Xi, on the other hand, has shown no sign of abandoning what he 

calls "the great rejuvenation of the Chinese nation." Some in his corner 

have been itching to take on the United States since the 2008 financial 

crisis and see the Trump administration'.s policies as proof of what 

they have always suspected - that America is determined to keep 

China d9wn. 
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At the same time, there is also widespread anxiety over the new 

acrimony, because the United States has long inspired admiration and 

envy in China, and because of a gnawing sense that the party's formula 

for success may be faltering. 

Prosperity has brought rising expectations in China; the public wants 

more than just economic growth. It wants cleaner air, safer food and 

medicine, better health care and schools, less corruption and greater 

equality. The party is struggling to deliver, and tweaks to the report 

cards it uses to measure the performance of officials hardly seem 

enough. 

"The basic problem is, who is growth for?'' said Mr. Xu, the retired 

official who wrote the Moganshan report. "We haven't solved this 

problem." 

Growth has begun to slow, which may be better for the economy in the 

long term but could shake public confidence. The party is investing 

ever more in censorship to control discussion of the challenges the 

nation faces: widening inequality, danierous debt levels, an aging 

population. · 

Mr. Xi himself has acknowledged that the party must adapt, declaring 

that the nation is entering a "new era" requiting new methods. Buthis 
prescription has largely been a throwback to repression, including vast 

internment camps targeting Muslim ethnic minorities. "Opening up" 

has been replaced by an outward push, with huge loans that critics· 

describe as predatory and other efforts to gain influence - or interfere 

- in the politics of other countries. At home, experimentation is out 

while political orthodoxy and discipline are in. 
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In effect, Mr. Xi seems to believe that China has been so successful 

that the party can return to a more conventional authoritarian posture 

- and that to survive and surpass the United States it must. 

Certainly, the momentum is still with the party. Over the past four 

decades, economic growth in China has been 10 times faster than in 

the United States, and it is still more than twice as fast. The party 

appears to enjoy broad public support, and many around the world are 

convinced that Mr. Trump's America is in retreat while China's 

moment is just beginning. 

Then again, China has a way of defying expectations. 

Philip P. Pan is The Times's Asia Editor and author of "Out of Mao's 
Shadow: The Struggle for the Soul of a New China." He has lived in and 
reported on China for nearly two decades. 

Jonathan Ansfield and Keith Bradsher contributed reporting from Beijing. 
Claire Fu, Zoe Mou and Iris Zhao contributed research from Beijing, and 
Carolyn Zhang from Shanghai. 
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How China's Rulers 
Control Society: Opportunity, 

N ationalism,1 Fear 
I 
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As China grew richer, the West assumed, political 
freedoms would follow. 

Now it is an economic superpower - and the 
opposite has happened. 

By AMY QIN and JAVIER C. HERNANDEZ NOV. 25, 2018 

I~ the dusty hillsides of one of China's po9rest regions'. Gong Wanping 

nses each day at 5:10 a.m. to fetch well water and cook her son's 
I 

breakfast. She washes his feet while he keeps his nose in English and 

chemistry books. She hits him if he peeks at her cellphone. 

To Ms. Gong, 51, who dropped out of school, the future of her son, Li 

Qiucai, 17, is paramount. If Qiucai does wJll on the college entrance 

exam, ifhe gets a spot at a top university, ifhe can achieve his dream 

of becoming a tech executive - then eveI)'/:hing will change. 
I 

"He is our way out of poverty," she said. i 
' 
' 
I 

To achieve all this, Ms. Gong and millions bf other Chinese like her 

have an unspoken bargain with the ruling pommunist Party. The 

I 

-
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government promises a good life to anyone who works hard, even the 

children of peasants. In exchange, they stay out of politics, look away 

when protesters climb onto rooftops to denounce the forced 

demolition of their homes, and accept the. propaganda posters 

plastered across the city. 

Ms. Gong is proud of China's economic success and wants a piece of it . 

. Politics, she said, doesn't matter in her life. "I don't care about the 

leaders," she said, "and the leaders don't care about tne." 

For years, many Western analysts believed the Chinese people, having 

endured decades of hardship under Mao, would tolerate one-party 

rule in exchange for rising incomes and more social freedom until the 

day - or so the argument went - that a newly prosperous nation 

would demand political freedoms, too. 

Instead, the opposite has happened. Income levels have jumped, yet 

China's authoritarian leaders have consolidated power. President Xi 

Jinping could be a ruler for life. China's people still place demands on 

the party, but the old assumption that prosperity inevitably stirs 

democratization is being challenged. 

It turns out that the unspoken bargain that binds Ms. Gong and others 

to the state is more complicated. It resonates, in part, because China is 
still intent on addressing the questions that it asked itself one century 

ago, before the Communist Revolution in 1949: What made it so weak 

and held it back as the West advanced? And what did it need to do to 

get ahead? 

Back then, the blame was placed on a conservative traditional culture 

that emphasized hierarchy, discouraged individual initiative and 
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rewarded knowledge of Confucian classics over more practical topics 

like mathematics and science. The Communists sought to smash that 

culture through Marxist-inspired policies, but that ended in disaster. 

Yet China's leaders, and its people, have continued to look for answers, 

as the party crafts new ones that build on and reshape traditional 

culture without rejecting it entirely. 

The government has offered education as a path to social mobility, 

unleashed private enterprise by removing Confucian and Marxist 

stigmas against the merchant class and cultivated a potent brand of 

nationalism, blending pride and humiliation into a narrative of 

restoring Chinese greatness. 

But for many Chinese, those incentives are only part of the calculation. 

So, too, are the costs of rejecting the party's bargain. 

Over the years, the party has expanded its repressive capabilities. 

For some, like the ethnic minority Uighurs in Xinjiang, the country's 

turn toward hard-nosed authoritarianism has meant the devastation 

of entire families, cultural and religious practices and ways of life. For 

others, just the fear of repression is enough to keep them in line. 

It is impossible to know how many Chinese disapprove of the system. 

In private, many middle-class Chinese have voiced frustrations with, 

for example, Beijing's handling of the growing trade war with the 

Trump administration. But few dare to speak out. 

Memories of famine and political upheaval have shaped Ms. Gong's 

generation and are passed down in the form of whispered warnings: 
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China has too many people. China is not ready for democracy. Stay out 

of politics. Don't ask questions. 

But so far, frustrations and fears have been overshadowed by the surge 

in pride - and the sense of opportunity - that has come from seeing 

the motherland's rise. 

Once, the allure of the West was considered irresistible; now many 

Chinese educated in Europe or the United States have returned, eager 

for their children to know a China that is proud and powerful. James 

Ni had a chance to study in America but instead remained in China 

and became a multimillionaire. Hua Yijia, a venture capitalist in 

Beijing, studied and worked in America but wants her 8-year-old 

daughter to take pride in being Chinese. 

"I want her to understand the beauty of the language and the hard 

work and sacrifices of the people, especially in the countryside," Ms. 

Hua said. "China used to be a very backward country, but her 

generation will have so many more opportunities." 

Many analysts and Western diplomats are now confronting the 

likelihood that so much of ~hat they assumed about how China would 
change - and become more like the West - is turning out to be 

wrong. 

"The Chinese mentality is very practical," said Xu Zhiyuan, a Beijing

based historian and writer. "From a young age, you are told not to be 

idealistic, you are told not to be different. You are encouraged to 

survive, to compete, to excel within the system." 

''The whole society is a competitive playground." 
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The Chinese Dream 

It was Aug. 9, exactly 302 days until the college entrance exam, and Li 

Qiucai was frantic. 

In the halls ofHuining No. 1 High School, in the northwestern 

province of Gansu, teachers were already turning up the pressure. The · 

school is a powerhouse in producing rural students with top test 

scores, and teachers urged Qiucai to preserve the school's reputation 

and "shine like the sun." Signs posted in the hallways warned that 

students rnust tolerate a little pain now to avoid a "life of suffering." 

Since Qiucai began attending the school two years ago, his life has 

been a blur of late-night cram sessions, practice tests and mastering 

the art of finishing geometry problems while slurping noodles. He 

starts each day by running around a racetrack chanting, "The heavens 

reward industrious people!" 

He attends classes until almost 10 p.m., with only a short break on 

Sundays, and lives nearby in a $32~a-month apartment with his 

mother, who cooks and cleans so that he can study full time. 

All of it is pointed toward next June, when Qiucai will be one of nine 

million students taking a test that is at the core of China's high-stakes 

meritocracy - those who perform best get a ticket to the Chinese 

dream. 

"Only if I do well on the test," Qiucai said one recent night as he 

worked on physics problems, ''can I have a better life." 
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Perhaps nothing is more linked to social mobility in China than 

education, especially the college entrance exam, known as the gaokao. 

At Huining No. 1, graduates who have won admission to China's top 

universities return each summer as living proof of the dream, sharing 

their experiences and imploring students like Qiucai to work even 

harder. 

Yet if the gaokao is a symbol of opportunity, it is also a tool of social 

control. Scholars say it is a clever governing tactic borrowed from the 

keju, the Confucian examination system that determined the selection 

of government officials in China for more than 1,300 years. Even in 

dynastic China, the keju lent the government an aura of meritocracy, 

as it was open to all men. But only 1 percent of applicants passed the 

exam for the highest degree, since few had the time and money to 

prepare. 

In a modern China rife with corruption, the gaokao is seen as 

relatively fair and incorruptible, meaning that those who fail are 

unlikely to blame the government. 

"It allows the government to say: 'If you are not successful, you can 

only blame yourself. You did not work hard enough,"' said Yong Zhao, 

an education professor at the University of Kansas. "That is a very 

powerful way of governing." 

The gaokao was established in 1952, under Mao, and initially only 

students with class backgrounds deemed suitably red were allowed to 

apply. The test was suspended during the Cultural Revolution - the 

turbulent period in which teachers were beaten and schools shuttered 

- and then restored in 1977, after Mao's death. More than 10 million 
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students rushed to take the exam, which was now more meritocratic, 

and open to almost anyone. 

In the decades since, the spread of basic literacy and numeracy, and 

the cultivation of top technical talent, have resulted in immeasurable 

economic gains. But the gaokao has contributed to concerns that 

China's education system overemphasizes rote memorization and 

instills values of obedience and conformity, not critical thinking. 

For the Communist Party, the surge in high school graduates has also 

increased pressure to provide employment - and brought rising 

complaints that the system still places rural students at a 

disadvantage. Admission quotas at universities still greatly favor 

urban elites, and secondary education in the rural areas is lagging. 

And even as schools like Ruining No. 1 keep students focused on the 

gaokao, a rising number of graduates struggle to find work and repay 

college loans. 

So some are opting for another way to get ahead: They apply to join 

the Communist Party. 

Love, Not Marriage 

James Ni is fine with not being a member of the Communist Party. He 

is a fabulously wealthy private entrepreneur whose company, M;Iily, is 

the official pillow and mattress partner of the English soccer club 

Manchester United. His goal is for Mlily to become a global brand. 

Growing up in a small town in Jiangsu Province, Mr. Ni came of age 

during China's once-unimaginable economic transformation. Private 

enterprise wasn't even legal when he was born in 1975. And once the 
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state did open the door for private entrepreneurs, they faced persistent 

obstacles - as they still do even today. 

"Of course, there are a lot of things that are unfair," Mr. Ni said. ''The 

state-owned companies have an advantage. Those who have the right 

connections have an advantage. But in this environment of 

development and expansion, anyone can find their own way." 

Today, Mr. Ni estimates his personal wealth at $400 million. Many 

Chinese executives cozy up to local governments to gain advantages, 

but Mr. Ni says he keeps a distance from officials, hewing to a 

philosophy that "it's better for business to stay business." 

In the long view of Chinese history, it is remarkable how the country 

now embraces entrepreneurs, given the traditional Confucian 

condescension toward profit-seeking merchants. To catch up to the 

West, the party embraced market mechanisms and capitalist ideas not 

as end in itself but as a means through which to achieve national 

wealth and power. 

Party leaders have always worried that private business could evolve 

into an independent economic force, and some in the West predicted 

that capitalism could be a Trojan horse for democratization. Yet 

though Mr. Ni resists joining the party, he is fiercely patriotic, loves 

China and believes that, ultimately, party leaders want what is best for 

the country. 

"This country is my land," he said. "And as long as I live on this land, I 

will be comfortable and have self~respect. That is what's important to 

me." 
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Party leaders legalized certain private enterprises in 1979 and made a 

historic shift in 2001 by accepting capitalists as members of the party 

itself. 

"Allowing private entrepreneurs into the party really reinforced a 

certain mutual dependence between the party-state and the private 

economy," said Kellee Tsai, the dean of humanities and social sciences 

at Hong Kong University of Science and Technology. 

Even so, the rules of competition have been tilted in favor of state

owned enterprises. Mr. Ni's first business venture, selling software, 

failed. He got into the bedding business after noticing the high prices 

of memory foam pillows in a shop display. But while state-backed 

companies could easily get bank loans, Mr. Ni, a private entrepreneur 

with no credit history, was shut out. 

Instead, Mr. Ni raised 500,000 renminbi - about $60,000 at the time 

- in seed money in 2003 from friends and family, with over half 

coming from a single cousin. These trust networks are at the heart of 

China's huge "gray" economy, operating outside the formal banking 

structure and providing an investment engine for a private sector. 

As Mr. Ni's company grew in Nantong, a city in Jiangsu Province, local 

cadres began to take notice. But Mr. Ni said they did not interfere 

because he complies with regulations, employs about 3,000 people 

and is a major tax contributor. That, in turn, helps the officials 

advance their careers by meeting production targets, 

And even when the party does hand down orders, there is sometimes 

room to push back. Four years ago, Mr. Ni's vice chairman told him 
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that the government wanted the company to create a party cell inside 

Mlily . 

. "I said no," he recalled. "It is just some middle-level officials trying to 

please higher~l.ips. It wasn'.t an order that came down from Xi 

Jin ping." 

But there are signs that under Mr. Xi, the space for maneuver may be 

shrinking. In recent months, leftist scholars, bloggers and government 

officials have publicly endorsed what appears to be a state-led shift 

away from free-market policies. Mr. Xi has recently sought to reassure 

private business leaders, praising their contribution to China's 

economic miracle, but his broader approach has favored the state

owned sector.· 

''Today you have the largest bureaucracy in history, with a capacity to 

intrude in anything," said William C. Kirby, a professor of China 

studies at Harvard. "It isn't just ideology. There are now enormous 

numbers of interest groups that don't like competition." 

For guidance, Mr. Ni often looks to Jack Ma, the executive chairman of 

Alibaba, who is China's richest man and a cultlike figure among many 

businessmen. Mr. Ni is currently enrolled in a business school 

program thatMr. Ma established to cultivate China's next generation 

of entrepreneurs. 

Over the years, Mr. Ma has spoken publicly about the push~pull 

relationship between private companies and the government, though 

there is one piece of his advice for entrepreneurs that Mr. Ni seems to 

have especially taken to heart: "Fall in love. But don't marry." 
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The Pull of Home 

Over time, Hua Yijia felt the pull of China. The feeling surprised her. 

Living in Boston, Ms. Hua had received an elite education in the 

United States, landed a consulting job and even contemplated 

applying for American citizenship. She loved jazz and American pop 

culture. 

But more than a decade after she left China, she decided to return in 

2007. 

Part of it was opportunity: a job prospect at a consulting firm in 

Beijing. Part of it was a tinge of disillusionment: She had seen Chinese 

friends hit a ''bamboo ceiling" in corporate America, even as the 

careers of friends in China seemed to be taking off. And part of it was 

something deeper: a desire to help the country catch up with the West 

and to reconnect with her Chinese roots. 

Now a partner at a venture capital firm, Ms. Hua, 44, has a daughter 

whose elementary school offers a steady dose of Tang dynasty poems, 

calligraphy lessons and excursions to ancient sites. "She needs to know 
; 

where she came from," Ms. Hua said. 

Exposed to liberal democracy, Ms. Hua's generation was supposed to 

be the one that demanded it at home. Middle~class Chinese students 

poured into universities in the United States and Europe~ then seen 

as the most promising path to wealth and prestige - and some 

Western analysts predicted that they would return to China as a force 

for political change. 
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Like many other middle-class parents, Ms. Hua worries about 
.. 

repression and rampant materialism in Chinese society. Yet many of 

these parents say they want their children to see themselves as 

Chinese above all else - to understand China's roots as an agrarian 

society and to have a sense of pride in the perseverance of the Chinese 

people through decades of poverty and strife. 

Patriotism has run through centuries of Chinese history, uniting the 

country in difficult times and, more recently, blending a pride in the 

cultural legacy of China's civilization with deep resentment over the 

humiliations at the hands of foreign powers during the colonial era. It 

is a volatile mix that the party skillfully manipulates to stir the feeling 

that China needs to stand up in the world. 

Even as some analysts argue that China's success has more to do with 

the resilience of its people than the Communist Party and its policies, 

leaders have been adept at shaping a politicized nationalism that 

reinforces the primacy of the party - and defends the authoritarian 

model as the best bulwark against chaos. 

"Chinese nationalism binds the people with the state, not to each 

other," said Minxin Pei, a professor of government at Claremont 

McKenna College. 

Mr. Xi has selectively revived traditional Chinese culture - an effort, 

experts say, to give people something to be proud of. That approach, 

however, is rich with historical irony. Both the modernizers who 

overthrew the Qing dynasty and then Mao and his communists once . 

blamed Chinese tradition for holding the country back. 
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But with communist ideology long ago having lost its appeal to the 

public, Mr. Xi is drawing on Chinese tradition to reinforce the idea 

that the country needs a strong leader to prevent chaos and to guard 

against outsiders. That leaves some worrying that he could be leading 

the country into a new period of isolation. 

"Opening up and learning from the West is not a humiliating thing," 

said Zhu Dake, a scholar and cultural critic in Shanghai. "Chinese 

culture is not a self-enclosed culture, and our greatness is not wholly 

self-created. Unfortunately this is a minority point of view." · I 

Ms. Hua's apartment complex overlooking Chaoyang Park in central 

Beijing is covered with propaganda posters, including displays 

celebrating "socialist'.' values like "patriotism" and "honesty." She said 

she worried that it had become nearly impossible to criticize the 

country without being labeled unpatriotic, and she is uneasy with 

tightening censorship and information control. 
I 

"I'm a Chinese citizen," she said. "It doesn't mean !think everything in 

China is great." 

But if she has grievances, she still believes society is moving in the 

right direction - and has made peace with waiting. "Two steps 

forward, one step backward," she said. 

Ms. Hua has started to take her daughter on trips to poor parts of 

China, to show her the vast inequalities that still persist, even in an age 

of mobile payments and self-driving cars. She hopes her daughter will 

live in a mote tolerant China, one still open to the outside world. 

But that is not the same as wanting China to be just like the West. 
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"I hope my daughter will have the chance to be exposed to different 

worlds and different cultures," she said. "But she was born in China. 

She grew up here. She will always need some understanding of who 

she is and what it means to be Chinese, from the very beginning." 

Amy Qin is a China correspondent for The Times based in Hong Kong. 
She has been writing about the intersection of culture, society and 
politics in China since 2012. 

Javier C. Hernandez is a China correspondent for The Times based in 
Beijing. Since moving to China in 2014, he has written about the 
Communist Party's grip on the news media and schools, and social 
causes. 

Javier C. Hernandez reported from Huining County, China, and Beijing. 
Amy Qin reported from Hong Kong. Karoline Kan contributed research 
from Huining County and Beijing. 

Design: Matt Ruby, Rumsey Taylor, Quoctrung Bui Editing Tess Felder, 
Eric Nagourney, David Schmidt Photo Editing: David Furst, Craig Allen, 
Meghan Petersen, Mikko Takkunen Illustrations: Sergio Pec;;anha 

This material is distributed by Capitol Counsel LLC on behalf of US-China Transpacific Fou_ndation_. 
Additional information is available at the Department of Justi_ce, WashJngton, DC. 

Received by NSD/FARA Registration Unit 03/05/2019 1 :29:14 PM 



PART3 

Money and Muscle Pave 
China's Way to Global Power 

Beijing is leveraging its commercial and military 
might to redraw the terms 

of trade, diplomacy and security, challenging the 
liberal democratic order. 

By PETERS. GOODMAN and JANE PERLEZ Photographs by BRYAN DENTON NOV. 25, 2018 

Under a merciless sun, a dozen Chinese construction workers survey 

an empty expanse of desert, preparing to transform it into the heart of 

a new Egyptian capital. 

The workers are employed by China's largest construction 

conglomerate through a $3 billion contract from an Egyptian 

company, with financing from Chinese banks. They are erecting a 
thicket of 21 skyscrapers, one as tall as the Empire State Building. 

· The presence of Chinese labor and largess on the sands of Egypt is a 

testament to China's global aspirations. After centuries of weakness 

and isolation, China is reclaiming what its leaders regard as its natural 

destiny - supremacy in Asia, and respect around the planet. Through 

the ventures in Egypt and elsewhere, China is exploiting its formidable 

economic clout to expand its geopolitical influence, directing 

investment to woo governments that control vital assets. 
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A traditional ally of the United States, Egypt controls the Suez Canal, a 

vital shipping passage where a threat to access could impede China's 

movement around the globe. In constructing a central piece of the 

futuristic capital, China is ingratiating itself with the canal's ultimate 

gatekeeper, President Abdel Fattah el-Sisi, while rendering his 

grandest visions dependent on friendly relations with Beijing. 

China's reach for commercial expansion along with diplomatic 

influence guides an array of Chinese undertakings, from rail networks 

and highways taking shape across Africa and Latin America to ports 

and power St<\tions being constructed in Eastern Europe and South 

Asia. In Southeast Asia, Chinese entrepreneurs are engineering a crop 

of web companies just as China projects growing military power in the 

South China Sea. 

Little more than a decade ago, China's forays beyond its borders were 

mainly about bringing home energy, minerals and other resources, 

often from countries forsaken by the West as pariah states like Iran, 

Sudan and Myanmar. In foreign policy, China pursued a sole 

obsession - peeling off diplomatic recognition of Taiwan, the self

governing island that Beijing claims as its territory. Even as China 

skirmished with neighbors over contested islands, it accepted the 

dominance of the United States NaVy. 

Those days are over. 

Under the muscular leadership of President Xi Jinping, China has cast 

off previous restraints, rejecting deference to an American-dominated 

global order as an impediment to national revival. In matters of 
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commerce and national security, China is competing with the United 

States, even in traditional American spheres of influence. 

From a Chinese perspective, this reordering is merely an overdue 

reversion to historical reality as 8eijing demands consideration 

commensurate with its stature. 

In the telling of the ruling Communist Party, China's modern history is 

the story of Chinese mastery degraded by colonial depravity. China is 

the land that invented the compass, gunpowder, paper and printing, 

amassing stupendous wealth while Europe was still backward. Then 

came centuries of humiliation - Britain's profiting from forcing 

opium on the populace, Japanese brutality, demeaning lectures about 

human rights from hypocritical Americans. Now, China is intent on 

securing its own fate. 

"China wants to be a great power in the world,'' says Paul Heer, a 

former chief national intelligence officer in East Asia for the United 

States, who now teaches at George Washington University. ''They 

think the rest of the world owes them recognition, and a return to . 

what the Chinese see as their rightful place." 

Nowhere are China's designs clearer than in Asia. China has overtaken 

the United States as the leading trading partner with Asian nations 

while pushing back against American naval primacy in the South 

China Sea. China is disrupting American alliances in the region, from 

Japan to Singapore to Australia. 

Beyond its backyard, China's ambitions are boundless. It celebrates its 

Belt a~d Road Initiative, a vast collection of infrastructure projects 

around the world, as the means of recreating the Silk Road, the trails 
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navigated in ancient times by merchants carrying goods between Asia 
· and Europe. 

"Xi Jinping is leading a China that has influences in all corners of the 

globe," says Zhang Baohui, a professor of international relations at 

Lingnan University in Hong Kong. "The 2008 financial crisis in the 

West was the turning point for China. Beijing started to embrace a 

triumphal m,ind-set, and pursued global leadership with new 

confidence on the back of the West's perceived flaws." 

China's assertive role in world affairs is grounded in its domestic 

needs. It is at once spreading into new markets, generating fresh 

demand for its factory wares just as growth slows at home. It is 

projecting military strength and influence when the legitimacy of the 

Communist Party rests on bolstering economic fortunes and 

international esteem. 

Among its neighbors, China's rise provokes fears that an unwanted 

piece of history is being resurrected ~ the old tribute system that 

cemented China's status as the Middle Kingdom. For centuries, other 

nations bowed in recognition of China's imperial might, bestowing 

gifts on the emperor and accepting vassal status to secure trade and 

peace. 

Beijing now confronts accusations that it is directing investments to 

ensnare partners in debt traps as a means of seizing their assets. Last 

. year, Sri Lanka handed control of a port to a Chinese venture after 

failing to pay back Chinese loans. Malaysia recently canceled a pair of 

projects involving Chinese financing. Faced with pushback abroad and 

concerns about mounting debts at home, China is reassessing the 
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. 
breadth and cost of its global ventures.although the scope remains 

vast. 

For the Western powers whose order has prevailed since the end of 

World War II, China poses a foundational challenge. The United 

States and its victorious allies erected institutions that were - at least 

rhetorically ~ designed to keep the peace by promoting trade and fair 

competition. The World Bank and the International Monetary Fund 

have dispensed aid with conditions, though frequently drawing 

accusations that they have failed to comply with their standards on 

protecting human rights and the rule of law. 

China's investments come with no such strictures. China bankrolls 

autocrats who control geopolitically valuable real estate. China 

demands only that its companies gain a piece of the action while 

recipients eschew criticizing Beijing. 

· China's challenge to the Western-dominated order is amplified by the 

reality that its primary architect, the United States, is now led by an 

avowed natioJ.?.alist. As President Trump wages a trade war and derides 

international cooperation, he has generated doubts about the 

perseverance of the liberal democratic philosophy the United States 

has long championed. 

Mr. Xi has sought to fill the vacuum. He has cast himself asthe leader 

of the rules-based international trading system, even as China faces 

accusations of stealing intellectual property, subsidizing state-owned 

companies and dumping products on world markets at unfairly low 

prices. 
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"What's happening in the United States gives China this golden 

opportunity to portray itself as the defender of the international 

order," says Jessica Chen Weiss, a China expert at Cornell University. 

Threatening Competition and Cohesion 

If the new Silk Road is in part about moving goods from Chinese 

factories to customers in the rest of the world, the trail seems certain 

to pass through Central and Eastern Europe. 

Already, Chinese investment has turned the Greek port of Piraeusinto 

the busiest shipping hub on the Mediterranean, a gateway to the rest 

of the European Union, with its 500 million consumers. China has 

promised to help finance the construction of a high-speed rail link 

from the Serbian capital, Belgrade, to the Hungarian capital, 

Budapest. It has also pledged to turn the region into a transportation 

corridor laced with highways, airports, rail, ports and power stations. 

This reality frames the proceedings of the ''16-plus-l'' group, an 

economic bloc that China has forged with 16 Central and Eastern 

European nations. Its latest summit meeting convenes on a drizzly day 

in July in the Bulgarian capital, Sofia. Officials from the 16 

governments - among them the newest, least-affluent members ofthe 

European Union - pose for photos with the delegation from China, 

the one nation wealthy and ambitious enough to finance their visions. 

Leaders in the rest of the European Union construe the group as a 

stealth assault on the rules and cohesion of their bloc. In offering 

financing for infrastructure projects, China has positioned itself as an 

alternative to European Union development funds. 
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Europe's money comes with rules protecting labor and the 

environment, while requiring that projects be awarded to companies 

on the .basis of competitive bidding to ensure fair competition. China 

tends to distribute its funds with far simpler demands: Chinese 

companies must gain work, free of competition, while Beijing secures 

an international ally. 

European Union officials are especially worried that Chinese money . 

could weaken the pressure Europe is applying on members that have 

been breaching democratic norms. Europe has threatened to withhold 

development funds from Poland and Hungary as punishment for their 

turns toward authoritarianism. Both have packed courts with 

government-friendly judges and menaced the press. 

"It's a mutually beneficial cooperation based on mutual trust without 

any kind of attempts to interfere into domestic issues," Hungary's 

foreign minister, Peter Szijjarto, says in an interview before the 

summit meeting in Sofia. 

Bulgaria has high hopes for Chinese investment on highway projects 

linking its ports. The Bulgarian government has broken with other 

European Union members in declining to join international 

statements condemning China's human rights record. As Bulgarian 

officials prepare at the gathering to meet China's premier, Li Keqiang, 

they plan to stick to business. 

"We are talking about different conversations, concrete conversations 

related to infrastructure, and other conversations related to the level 

of democracy and human rights in China," Deputy Prime Minister 

Tomislav bonchev of Bulgaria says in an interview the day before the 
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event. "It would not be polite and constructive if we try to merge them 
into one." 

The summit meeting convenes in a hulking convention center that 

harks back to era of Soviet domination. At a news conference, the 

Chinese and Bulgarian prime ministers offer assurances that the 16-

plus-1 bloc does not aim to divide Europe .. 

Mr. Li seeks to allay European worries that China poses a challenge to 

its rules. He promises that Chinese-financed projects will be awarded 

on the basis of competitive bidding. 

"There needs to be open and transparent tendering," the Chinese 

premier declares. 

But the Serbian prime minister, Ana Brnabic, has just undercut that 

assertion. Asked moments earlier about the high-speed rail from 

Belgrade to Budapest, she says Chinese companies have been 

promised construction work. 

"China is a strategic partner," she says. "We are not putting out 

tenders." 

Investing for the Future 

As a currency crisis ravaged Indonesia two decades ago, angry mobs 

· tore through West Jakarta, killing hundreds of ethnically Chinese 

merchants. Yet Cheng Tao, a Chinese software engineer turned 

venture capitalist, can look down from his high-rise office on the same 

neighborhood and see a tranquil center of Chinese life - grocery 

shops, restaurants and his own son's school. 
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Mr. Cheng, 34, is part of an influx of young Chinese financiers, 

engineers and web designers who rent space in an area full of 

technology companies. He first came to Indonesia a decade ago with 

the Chinese telecom company Huawei. He and other veterans pf large 

Chinese conglomerates are increasingly unleashing their own start-
, 

ups. 

"'fen years ago, there were no mainland Chinese here," Mr. Cheng says 

as he sips tea imported from China. "We see opportunities here that 

no longer exist in China." 

The thriving Chinese start-up scene in a neighborhood once 

devastated by anti-Chinese terrorism illustrates China's deepening 

engagement in Southeast Asia. Only a few years ago, Chinese 

companies in the region were mainly focused on purchasing natural 

resources. Today, China is investing for the future, seeding innovative 

industries with money and brainpower. 

Last year, Chinese investors participated in funding rounds for 

Indonesian start-ups that accounted for 95 percent of the value of 

those companies, according to a survey by Google and A. T. Kearney, a 

global management company: 

"China is Indonesia's Silicon Valley," says Adrian Li, a venture 

capitalist who has a Stanford M.B.A. and moved to Jakarta from 

Beijing in 2014. 

China's place in Southeast Asia has proceeded deliberately, and just as· 

the United States has ceded ground. 
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Back in 2003, the prime minister at the time, Wen Jiabao, addressed 

the yearly gathering of the Association of Southeast Asian Nations. A 

decade later, President Barack Obama did not attend the annual 

conclave, held that year on the Indonesian island Bali. It was a 

noteworthy absence given that Mr. Obama had spent time in 

Indonesia in his youth. 

China's new president, Mr. Xi, showed up. He even addressed the 

Indonesian Parliament, using the occasion to announce a new 

institution - what would become the Asian Infrastructure Investment 

Bank, now a rival to the World Bank. 

While heads of state forge ties amid pageantry, Chinese businesses 

have been quietly yet persistently making inroads in Indonesia, guided 

by bottom~line concerns. At home, Chinese web companies are 

running out of new customers. Indonesia, a land of 260 million 

people, is adding more internet users than anywhere else on Earth. 

Jack Ma, the founder of the Chinese e-commerce company Alibaba, 

was early to appreciate this reality, pouring major investments into · 

local shopping start-ups, including $1.1 billion last year into 

Tokopedia, a thriving online marketplace. During the Muslim holy 

month of Ramadan this spring, the Tokopedia site drew 78 million 

people, a 70 percent increase from the previous month. 

Such potential fortifies Mr. Ma's determination to stay ahead of his 

biggest global competitor - Amazon. The American e-commerce 

company operates in Singapore but has yet to significantly penetrate 

Southeast Asia. 
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Alibaba has put more than $3 billion into a former regional 

competitor, Lazada. Its Alipay digital payment system operates across 

Southeast Asia. Mr. Ma sits on advisory boards in the region that will 

help set standards and shape consumer perceptions, expanding 

China's traditional reach. 

Military Buildup 

Beyond money and clicks, China projects its power through a more 

traditional display of strength - military might. 

Alex Pama has watched it unfold from uncomfortable proximity. In 

the 1990s, when he was a junior officer in the Philippine Navy, he saw 

Chinese boats landing on Mischief Reef, a glorified collection of rocks 

claimed by the Philippines in the South China Sea. Chinese crews 

erected shelters to mark the territory, then began pouring concrete for 

larger buildings. 

The Philippines sought help from its former colonial overseer, the 

United States. But the Clinton administration demurred. The 

American Navy was still smarting over losing access to Subic Bay, its 

longtime base in the Philippines. 

That decision was a historic turning point, says Mr. Pama, who would 

rise to become admiral of the Philippine Navy. From then on, the 

United States shrank from the region, relinquishing the seas to China . 

. · "That's when the appeasement started," Mr. Pama says. 

Two decades later, President Xi ordered the buildup of Mischief Reef 

and other outcroppings in the Spratly archipelago into islands 
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bristling with reconnaissance gear, aircraft hangars, runways, 

deepwater harbors and, most recently, short-range missiles. Those 

bases and China's maritime buildup have given Beijing effective 

control over one of the most heavily trafficked waterways on the 

planet. 

''The U.S. should have been more assertive back then and now," says 

Mr. Pama, now retired. 

Dominating the South China Sea and unseating the United States have 

become central objectives in Mr. Xi's bid to return China to glory. Last 

year, China for the first time staged aircraft carrier drills using 

advanced fighter jets in the South China Sea. 

Chinese state-owned companies control two Chinese-built ports on the 

Indian Ocean, in Sri Lanka and Pakistan. Two more are on the 

drawing board for Myanmar and Bangladesh, helping China achieve 

its maritime strategy of a "string of pearls" stretching from the 

mainland to Port Sudan in Africa. Last year, China opened its first 

overseas military base, in Djibouti on the Horn of Africa. 

China has presented these moves as defensive. But the United States 

and its Asian allies warn that Beijing has positioned itself to hold 

global trade hostage while diminishing the American presence. China's . 
emergence as the region's dominant commercial power combined with 

its moves toward maritime supremacy has heightened the sense that a 

changing of the guard is underway. 

"Over the long term, China's power and influence will undoubtedly 

weaken and ultimately abolish U.S. dominance in the region," says Shi 
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Yinhong, a professor of international relations at Renmin University in 

Beijing, who advises the government. 

The perspective gained momentum during the 2012 standoff at 

Scarborough Shoal, a horseshoe-shaped chain of reefs that is much 

closer to the Philippines than to China. 

As the Philippine Navy challenged Chinese fishing boats, the Obama 

administration brokered a deal in which both sides would withdraw. 

The Philippine vessels departed, but some of the Chinese boats stayed. 

China has controlled the shoal ever since. Emboldened, China began 

construction of seven artificial islands in the Spratly archipelago. 

China appears reluctant to build a full-fledged military base on the 

shoal, lest it stoke nationalist anger in the Philippines, damaging 

relations with its pro-China president, Rodrigo Duterte. 

"Any reclamation will outrage the Duterte government," says Zhu 

Feng, the executive director of the Center for the South China Sea at 

Nanjing University. "China can't afford to lose a good friend like that." 

But many Philippine officials fear that this is merely a pause before an 

inevitable Chinese expansion. 

Two large maps of the South China Sea cover the walls of the office of 

Gary Alejano, a Philippine congressman and former marine. He shows 

visitors how the Scarborough Shoal sits on the edge of the Bashi 

Channel, the Chinese Navy's entryway into the western Pacific. He 

poirtts out the artificial islands in the Spratly archipelago. He notes 

Mischief Reef, where Chinese fighter jets have landed. 
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Unless someone confronts them, those jets will remain there, using 

the hangars China built, Mr. Alejano says. Philippine Navy vessels 

rarely patrol the area, he laments. 

"Right now, you can feel that China controls the South China Sea," Mr. 

Alejano says. "And the U.S. comes in and out." 

Owning the Choke Points 

As China charts its global reach, six zones demand special attention: 

the maritime choke points. 

The entryway to the Black Sea from the Mediterranean. The 

passageway from the Pacific to the Indian Ocean via the Strait of 

Malacca. The corridor separating Europe from Africa at the Strait of 

Gibraltar. Bab el Mandeb, off Djibouti in the Horn of Africa. The Strait 

of Hormuz in the Persian Gulf. Access to the Mediterranean from the 

Red Sea through the Suez Canal. 

At any one, an outbreak of hostilities could imperil China's free 

movement around the globe, jeopardizing its exports and access to 

resources. 

These zones have historically been policed by American naval power, 

which has made China's access dependent on peaceful relations with 

the United States. To liberate itself, China has been lavishing 

investment on governments that control the choke points. 

Which is bow China became financier and developer for the grandiose 

capital being constructed by President Sisi in the reddish~brown 

desert east of Cairo. Mr. Sisi craves investment and allies at a time 
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when much of the world has recoiled from his brutal crackdown on 

dissent. 

In an interview, Gen. Ahmed Zaki Abdeen, who heads the Egyptian 

state-owned company overseeing the new capital, railed against 

American reluctance to invest in his country. 

"Stop talking to us about human rights," he says. "Come and do 

business with us. The Chinese are coming - they are seeking win~win 

situations. Welcome to the Chinese." 

In backing the new capital, China has furthered an age-old aspiration 

for the Egyptian powers that be: taming the desert. The project aims to 

construct a city of 6.5 million people, replacing crumbling Cairo with a 

technological metropolis engineered to rival Dubai. Construction is 

expected to take 15 years while costing 200 billion Egyptian pounds, 

more than $11 billion. 

Under a master agreement signed in October 2017, China 

Construction is building the capital's central business district. A 

consortium of Chinese state-owned banks is lending $3 billion to 

finance a first phase expected to be completed in three years. Egypt is 

obligated to spend the money by hiring the China State Construction 

Engineering Corporation. A second phase is expectt:id to run $3.2 

billion. 

Yu Wenchuan dons a yellow safety vest as he works security at the 

China Construction site. Born and raised in the southwestern Chinese 

province of Sichuan, Mr. Yu, 24, complains about the 100-degree heat 

and the conspicuous absence of spicy noodles. But he is resigned to 

spending the next eight years in Egypt. 
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"This is a good way to get experience," he says. 

Under the contract, 35 percent of construction materials can be 

brought from China. Even some of the 65 percent procured from 

domestic sources stands to enrich China, given the presence of 

~ntrepreneurs·like Xin Zhu. 

Seventeen years have passed since Mr. Xin landed in Cairo from his 

native Hubei Province. There, he oversaw a factory that processed 

slabs ofgranite and marble into flooring and countertops. He had 

heard that Egypt was rich with quarries full of high-quality, low-priced 

rock. 

He took control of a lot in an industrial area outside Cairo. He endured 

terrible roads and power failures. "I was like a pioneer," he says. 

Today, Mr. Xin's company employs more than 100 people, mostly 

migrants from China. He ships most of his production to China. But he 

aims to sell into the new capital, profiting as Beijing erects a veritable 

Pharaonic monument for Egypt's authoritarian leader. 

"I was looking for new opportunities outside China," Mr. Xin says. 

"More development is good for our business." 

Peter S. Goodman, The Times's global economics correspondent, spent 
six years in China as the Shanghai bureau chief for The Washington 
Post. 

Jane Perlez is The Times's bureau chief in Beijing, where she has 
covered China's relations with the United States and Asia since 2012. 
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PART4 

China's Economy Became 
No. 2 by Defying No. 1 

The Chinese thought they had little to learn from 
conventional wisdom. Now it's the West that's 

taking notes. 
By KEITH BRADSHER and LI YUAN Photographs by 1AM YIK FEI NOV. 25, 2018 

Milton Friedman had a message for China: To get rich, it must be free. 

It was 1988. The Soviet Union was tottering. Across Eastern Europe, 

the communist order was on the verge of collapsing. Trying to avoid its 

own demise, the Chinese Communist Party had taken small steps 

toward unshackling its economy from the state. But prices for food 

and other necessities were surging as a result, and the party's 

reformers wanted advice. 

They invited Mr. Friedman - the Nobel laureate and champion of 

economic freedom - to Zhongnanhai, the walled compound in Beijing 

where the country's most senior leaders live and work. Sitting down 

with Zhao Ziyang, the Communist Party's top leader, Mr. Friedman 

was tactful but insistent. If Beijing wants to help its people thrive, he 

said, the state must let go faster. 
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"I hope the Chinese people can become strong and prosperous," he 

told Mr. Zhao. ''I wish to see China's reform succeed so that she can 

contribute more to the progress of mankind." 

China made a different choice. Mr. Zhao and other reformists were 

ousted a year later. Tanks were sent to Tiananmen Square to teach the 

people a bloody lesson about challenging the party's power. 

China would instead reform on its terms. It would free entrepreneurs 

to seek their fortunes, while still keeping a tight grip on essential 

economic levers. It would set national goals, then persuade or force 

people and companies to meet them. It would open up to the world at 

its own pace - and the Communist Party would run the show. 

To Mr. Friedman and other top economists, the strategy should have 

failed. Centrally planned economies breed waste and corruption. Big 

government ambitions cripple future generations with debt. Price 

controls lead to hunger and want. Official prognosticators invariably 

blow it. The Soviet Union proved that. 

Those experts were wrong. China prospered. 

Today it is the world's second-largest economy. Hundreds of millions 

of its people have been lifted out of poverty. It is home to the world's 

biggest auto industry, the second-most billionaires and the largest 

single group of internet users. It has some of the richest and most 

. powerful technology companies on the planet. 

China succeeded by creating its own model. It borrowed some Western 

ideas while rejecting others. It opened itself to the world when 

· necessary, and put on the brakes when it chose to. It set goals and 
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backed them with government money. It freed its people to make and 

spend money. but it forbade them to ask for a better deal. 

Entrepreneurs built modern China, and the Communist Party kept 

them in line. 

Other potential success stories in Asia and Latin America stuck to the 

economic script and stumbled. They slashed budgets when 

international experts told them to, hurting growth. They opened up to 

the world before they were fully ready to compete ..:_ and were tripped 

up by global turbulence. China's government, by contrast, reformed 

slowly and sometimes reluctantly, stepping in when external or 

internal forces threatened its rule. During financial crises that struck 

Asia in 1997 and then the world in 2008, China gained strength as 

other nations faltered. 

China's economy now stands as an alternate narrative to Western 

ideals. And yet the decisions the Communist Party made to secure its 

economic future have led Beijing to its biggest test since Tiananmen 

Square. 

Its goals - a complicated mix of juicing the economy, cleaning upthe 

country's air and water and meeting its people's rising expectations -

have become harder to reach. Its efforts to spur growth have left the 

country staggering under trillions of dollars in debt, while the world is 

taking aim at China's industrial ambitions. 

And after three decades of balancing freedom and authoritarianism, 

China may be leaning too far toward state control under Xi Jinping, 

the country's top leader. The Communist Party may be putting too 
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much stock in its own abilities at the expense of the entrepreneurs 

who drove China's success. 

Milton Friedman might have been right after all. 

Or China may still find its way. 

• Over and over, China has been underestimated by legions of leaders 

and economists who thought they knew better. "It's not only the 

West," said Justin Lin Yifu, a former chief economist at the World 

Bank, who was born in Taiwan butdefected to China. "It's almost 

every country in the world. It's the multilateral institutions and the 

academics and intellectuals." 

A Booming Bird Cage 

Deng Xiaoping. the paramount leader of China, was worried. After the 

1989 Tiananmen Square crackdown, his great Chinese experiment 

faced collapse. 

He had led the country out of the chaos of the Cultural Revolution 

under the idea that its people should make more money. Farmers were 

given greater choice to plant what they liked and sell it for a profit. 

Entrepreneurs flocked to special economic zones, essentially capitalist 

petri dishes where they paid lower taxes and made their own business 

decisions. The economy surged, millions of peoplewere lifted out of 

poverty, and China's growth become the envy of the world. 

The boom, though, fostered inflation and corruption. When the tanks 

rolled through Tiananmen Square, they killed not just pro-democracy 

activists but also common people angry at surging prices for rice; 
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vegetables and vinegar. The reformers were ousted, and the 

conservatives who took their place reasserted state control. 

By 1990, foreign investors were fleeing and some Communist Party 

cadres were again suppressing entrepreneurs. Growth had fallen to 

one-third that of the boom years. Deng feared that, without a spark, 

the Communist Party would lose its control over China. Reform, he 

decided, had to be on the agenda again. 

Finding the right balance would prove the economic foundation of 

modern China. Loosen the grip too much, and the Communist Party 

begins to face a real threat to its hold on power. Tighten too much, and 

it threatens to squelch the country's growth. 

Reform has swung in one direction or the other, but it has long fit into 

the model of what one of the architects of modern China, Chen Yun, 

called a "bird cage economy." Entrepreneurs were free to spread their 

wings, as long as they stayed within the cage of government control. 

In 1992, Deng embarked on his "southern tour" - a visit to Shenzhen 

and other emerging capitals of Chinese commerce. He laid out the case 

for a "socialist market economy" that would twin an embrace of 

markets with respect for the Communist Party. 

· "if China does not practice socialism, does not carry on with 'reform 

and opening' and economic development, does not improve the 

people's standard of living, then no matter what direction we go," he 

said, "it will be a dead end." 

He championed the lessons of people in Shenzhen like Shao Chunyou. 

Mr. Shao, now a successful entrepreneur who owns an electronics 
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manufacturing company, was one of the hundreds of millions of 

Chinese who struck a silent pact with his country to pursue riches 

while staying out of the state's business. 

The crackdown in Tiananmen Square was far from Mr. Shao's mind 

when he arrived that summer in Shenzhen. A penniless carpenter from 

a city in China's interior, he struggled to find work among the 

electronics factories and garment mills. He wasn't allowed to live in 

Shenzhen without a government permit, so when the police came 

looking for illegal workers he would hide in a cemetery. Once, he lived 

off discounted mooncakes after China's Mid-Autumn festival holiday. 

''I still can't bear looking at mooncakes," he said. 

Three years later, in 1992, Mr. Shao was earning more money at a 

factory making hardware parts for electronics than he had ~ver made 

before. Such successes would cement the country's path. 

Conservative leaders were sidelined for reformers. Local officials 

loosened up, and banks started lending. China abolished ration 

coupons for food and drastically reduced the government's role in 

setting prices for grain, oil and coal. China's entrepreneurs responded. 

Growth surged into double digits. 

Two years later, the International Monetary Fund and other leading 

economic institutions publicly worried that China's growth was too 

fast and threatened to spiral out of control. But the lessons from past 

failures taught China's leaders to complement their reform efforts with 

aggressive government action at certain moments. 
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The leadership forced down prices of essentials like grain, eggs, 

vegetables and real estate. Even as it pressured bloated state-owned 

companies to streamline, it often gave them breathing room. Then, 

when prices fell, China gave a variety of industries - everything from 

tractor and electronics factories to ostrich breeders - the power to 

form cartels to stay in business. 

The approach worried free-market economists. While they widely 

acknowledged that China couldn't change overnight, they argued that 

state control hobbled the economy by pouring money into wasteful 

targets. 

Mr. Friedman, the Nobel laureate, gave voice to those concerns when 

he returned to China in 1993. China's entrepreneurs, he noted 

approvingly, were thriving. But everywhere, he saw the domineering 

presence of the Chinese government. "Not surprisingly," he wrote 

later, "the managers of state-owned enterprises are not at all willing to 

give up their powers." 

Mr. Friedman was shocked at the scale of a government-led project to 

build what was in effect a new city, Pudong, across the Huangpu River 

from Shanghai. "A Potemkin village built for a reigning emperor," Mr. 

Friedman wrote, predicting disaster. 

A decade later, Pudong was one of Asia's hottest real estate markets. 

Opening and Dragging 

While China was getting richer, it wasn't enough by the end of the 

1990s. It was still home to about one in five of the world's poorest 

people. Inflation ping-ponged, demanding constant government 
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attention. Beijing pushed state-owned companies to get leaner and 

work smarter, leading to the layoffs of millions of workers. 

China needed growth. To get there, the leadership reasoned, it had to 

join the World Trade Organization, the premier global commerce club. 

Membership would mean lower tariffs for China's manufacturers and 

give foreign companies the confidence to invest more in the country. 

Membership would also free China from the annual scrutiny that 

American lawmakers gave its human rights record before extending 

favorable trading terms. 

The rest of the world expected that China would be forced to adopt 

greater political and economic freedoms to compete. "The more China 

liberalizes its economy, the more fully it will liberate the potential of 

its people - their initiative, their imagination, their remarkable spirit 

of enterprise," President Bill Clinton said in 2000. 

Casting aside wastedyears of halfhearted negotiations, China 

launched an all-out effort to get in. It yielded on a number of demands 

made by the United States and others. It agreed to slash tariffs and 

lower trade barriers to telecommunications, the financial sector and a 

host of other industries. It agreed to curb subsidies. 

In the bargain, China got what it wanted, paving the way for a global 

trading colossus. 

After China's entry in the W.T.O. in 2001, its exports doubled in three 

years and nearly tripled in four. Investment poured into the country. 

Global manufacturers moved entire operations to China, while 

consumers around the world got cheaper tools, toys and phones. 
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"When ~hinajoined the W.T.O., I was so excited that I cried," said Zhu 

Dingding, the general manager of Hangzhou Jinyuan, which makes 

baby shoes and other crafts. 

By 2011, orders were 10 times what they.had been in 2001. He made 

enough money to buy a car, a Volkswagen. Three apartments followed, 

all purchased without mortgages. 

"The W.T.O. pushed my business to develop rapidly," Mr. Zhu said. 

"Without the W.T.O., it would be impossible." 

But China didn't change that much. 

Beijing has kept its iron grip on critical levers of the economy. It has 

been slow to meet commitments to open up key parts of its financial 

system, while other essential areas like telecommunications remain 

cut off. It has continued to nurture businesses aimed at meeting its 

technological and political goals, like high-speed rail and solar panels. 

It hasn't fully relaxed its grip on the value of the country's currency. 

China's entry into the W.T.O. caused a systemic shock, one 

underestimated particularly by the United States. Cheap Chinese 

goods ushered in a new era of low prices, upending industries from 

textile mills in South Carolina to circuit board manufacturers in Japan 

and fashion designers in Italy. One study suggested that, between 1999 

and 2011, Chinese imports eliminated one million American 

manufacturing jobs, plus more in other industries. 

''China's entrance into the World Trade Organization has enabled the 

greatest jobs theft in the history of our country," Donald J. Trump said 
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at a campaign appearance in 2016, four months before he was elected 

president. 

'Can China Save the World?' 

As the global financial system tottered in 2008, an influential Chinese 

leader chastised Henry M. Paulson, then the United States Treasury 

secretary and a former Goldman Sachs executive. 

The leader, Wang Qishan, was among the first Chinese officials to soak 

in the lessons of the free market evangelists. But he told Mr. Paulson 

that China had perhaps listened to the West long enough. 

"You were my teacher, but now here I am in my teacher's domain, and 

look at your system, Hank," Mr. Wang said, according to Mr. Paulson. 

"We aren't sure we should be learning from you anymore." 

Nobody was unscathed by the global financial crisis. Washington 

bailed out Wall Street and Detroit, then its efforts slowed to a crawl as 

a new president, Barack Obama, clashed with Congress over the size of 

a stimulus package. Europe also fell into squabbling as individual 

countries fell into crisis, creating cracks in the union. 

While China withstood the initial shock, the ripples threatened to 

become devastating. Exports plunged and economic growth slowed as 

foreign markets dried up. Factories began to lay off workers. Later, 

economists at the World Bank would estimate that as many as 36 

million Chinese workers had lost their jobs. 
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What followed was perhaps the greatest show of financial firepower 

the world has ever seen - and it wouldn't have been possible without 

government controls that would have made Milton Friedman blanch. 

Beijing unleashed a nearly $600 billion spending package in an effort 

to rev up its economy. It called for building rail lines, highways, power 

lines and other big infrastructure projects across the country. 

Then it began to lend. The central bank flooded the country with 

money, and China's economic leaders told its government-backed 

banks to start giving out loans. State-run companies were told to build 

and invest, and local government officials were told to help them. fu' 
one estimate, the financial stimulus totaled, over three years, nearly 

$1.4 trillion. 

Asked one headline, "Can China Save the World?" 

In some ways, China was well positioned for this moment Early in its 

embrace of capitalism, it recognized the treasure it had in thesavings 

of its people. Currently, their savings rate is nearly three times that of 

the United States - driven in part by worries that an underdeveloped 

social safety net won't help them when they retire or get sick. 

Because the government controlled the banking system, it could force 

banks to extend mercy to troubled borrowers or simply roll over their 

loans at more agreeable terms. It could ignore the advice of global 

investors and institutions, like the International Monetary Fund, that 

preached open markets and austerity, sometimes to disastrous results. 
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China also kept money from leaving the country. It put limits on how 

much people could move overseas and kept a tight grip on the value of 

its currency, the renminbi. 

The contrast between China and the rest of the world was stark. 

Beijing moved swiftly - and its growth was the rare bright spot in the 

global economy. Washington didn't complete a $787 billion stimulus 

package until the next year, filled with political compromises. The 

American economy couldn't avoid recession. 

Nicholas R. Lardy, a China expert at the Peterson Institute for 

International Economics, told American officials in 2009 that "China 

is the gold standard in terms of its response to the global economic 
. . ,, 

cns1s. 

Testing China's Model 

More than a quarter-century after Deng Xiaoping used his southern 

tour to get Chinese reform back on track, Xi Jinping followed on a 

mission of his own. 

Mr. Xi's trip to Guangdong Province in the south last month 

deliberately echoed his predecessor's. Like Deng, he visited start-ups, 

inspected their work and gabbed with factory employees. He visited an 

appliance company and an auto parts plant, praising _the role of small 

businesses in the Chinese economy. China, he said, hadn't wavered 

from its commitment to them. 

"China'~ reform and opening up will never stop," Mr. Xi told a group 

at an exhibition center celebrating decades of reform. "The next 40 
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years of China will bring new achievements that will make the world 
take notice." 

So far, Mr. Xi's rhetoric hasn't matched reality. While Deng dragged 

the Chinese economy further out of the clutches of state control, Mr. 

Xi has been pulling it back. 

Despite calls to rein in debt, he has kept the money flowing. Despite a 

push to create global technology champions, he has putthe country's 

vibrant internet industry under the increasing authority of the party 

and the state. Despite promising to .lift entrepreneurs, he has 

strengthened state behemoths, which now account for growing shares 

of the country's profits and industrial production. 

Mr. Xi has made some modest reforms. He has loosened, just a bit, 

Beijing's hold on the value of its currency. He moved to allow foreign 

banks and automake~s to directly own their Chinese operations. 

. But the pendulum has markedly swung toward the state at a tirne 

when the cumulative weight of four decades of choices has left the 

Chinese economy vulnerable. Growth is Slowing - and juicing it won't 

be as easy. 

The lending-and-spending binge that powered its economy, and 

arguably the world's, after the financial crisis has saddled the country 

with a huge debt load. While calculating what China owes is difficult 

since much is off the books, debt could total $41 trillion - or three 

years' worth of the country's economic output. That's roughly equal to 

developed countries like the United States, Britain and Japan. But 

whereas their debt built up over decades, China's accumulated in nine 

years. 
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Moving the needle has become harder. China's economy is roughly 

three times the size it was in 2008. Those airport and highway projects 

it still uses to spur growth are expensive and deliver less economic 

bang. 

The world has also begun to take aim at China's pace of opening up 
) 

and its global ambitions. President Trump has started a trade warover 

China's economic barriers and its state~sponsored plans to build 

world-beating competitors in industries like semiconductors, robotics 

and electric cars. 

The tariffs and tensions threaten a key cog in China's trade machine: 

exports of goods and services, which total about one-fifth of the 

country's output. The United States has also taken more forceful 

action against Chinese companies that it believes break the global 

rules of trade, in some cases depriving them of buying or investing in 

the American-made technology they need to survive or innovate. 

And in a fundamental change, China's leaders appear to be losing their 

willingness to experiment. Amid fear over slowing economic growth 

and difficult social problems, the party's talk has turned to more 

control. Some increasingly strident voices within the Communist Party 

are tapping pre-reform language to lash out against Western ideas. 
Even private business ownership - a bedrock of Deng's reform and 

opening up - has been criticized in some quarters. 

China may also have become complacent. Its four decades of success 

under the China model may have persuaded the country's leaders that 

the Communist Party, rather than the country's entrepreneurs, drove 

its success, and it has little reason to let go. 
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"The China model concept misleads China," said Zhang Weiying, a 

prominent pro-market economist, "so we're going backward." 

China, of course, has changed course in the past. Pragmatism has 

often won out. 

China's leaders received a subtle reminder of that in September -

from a son of Deng, the architect of reform. In a speech to top leaders, 

Deng Pufang praised their work but cautioned that once China's 

opening had begun, it could never go back. 

"Reform and opening up is the liberation of people," he said. "It 

encourages the recognition of people's desire and pursuit of a happy · 

life, it stimulates the wisdom and strength of the masses, and it 

provides opportunities and platforms for every ordinary person to 

improve their lives and change their destiny." 

Keith Bradsher has covered the Chinese economy for The Times since 
2002, first as Hong Kong bureau chief and now as Shanghai bureau 

· chief. 

Li Yuan, The Times's Asia technology columnist, held a similar position at 
The Wall Street Journal, where she was also the top editor of its Chinese 
website. 

Ailin Tang contributed research. 
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PART5 

The Road to Confrontation 

The U.S. adopts a hard line against China, and 
an era of engagement recedes into the past. · 

By MARK LANDLER NOV. 25, 2018 

On a late August weekend in 2017, a week after he was forced out as 

President Trump's chief strategist, Stephen K. Bannon made a trip to 

the Connecticut country house of Henry A Kissinger to talk about 

China. 

It was rnore of a pilgrimage, actually: the prophet of disruption 

seeking out the high priest of geopolitics to make the case that Mr. 

Kissinger's view of America's relationship with China was hopelessly 

out of date. the two men talked for hours in the sunroom, and while 

they enjoyed each other's company, they did not, in the end, see eye to 

eye. 

"He agreed 100 percent with my analysis," Mr. Bannon recalled, "but 

he disagreed with my conclusions because they were too blunt force." 

Mr. Kissinger confirmed this account, saying he told his visitor that 

the United States and China must strive for the "partial cooperation of 

countries that by normal standards might be considered enemies." 

"He has a different view," Mr. Kissinger added dryly. 
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In the four decades since the United States re-established diplomatic 

ties with China, Mr. Kissinger and Mr. Bannon can be seen as 

bookends. 

With his secret trip to Beijing in 1971, Mr. Kissinger kicked off an era 

of engagement marked by the stubborn belief that bringing China out 

of its isolation through trade and investment would make America 

safer - and perhaps make China more like America. That era now 

seems to be ending, giving way to a more hostile one, with a trade war 

encouraged by Mr. Bannon and the ascendancy of his view that the 

United States must confront China while it still can. 

From the White House to the boardroom, from academia to the news 

media, American attitudes toward China have soured to an extent 

unseen since Mr. Kissinger's historic trip. China's rapid rise, and the 

acute sense of grievance and insecurity it has stirred in the United 

States, has led some to conclude, as the title of a recent book about the 

relationship suggested, that these two giants are "destined for war." 

' 
The United States and China, of course, have had their ups and downs 

ever since the 1780s, when New England brigs first sailed to China 

with beaver skins and silver coins, ushering in more than a century of 

exchanges that sent Christian missionaries to the Middle Kingdom 

and Chinese railroad workers to the Wild West. 

The two nations fought as allies in World War II, then faced off as foes 

in the Cold War, before Richard M. Nixon rekindled relations with 

Beijing to isolate the Soviets. The hopes generated by Deng Xiaoping's 

economic opening in the 1980s were dashed by the Tiananmen Square 
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massacre. The trade deals of the 1990s were strained when wayward 

American bombs destroyed the Chinese Embassy in Belgrade. 

For at least a decade, Americans have blamed China for shuttered 

factories and jobless workers. Public views of China swung from 

positive to negative in 2012, according to Pew Global Research, and 

have remained underwater since. About 38 percent of Americans now 

view China favorably- down from 44 percent in 2017 - but that 

number is not markedly worse than it has been for the last half

decade. 

Yet the current chill in the relationship seems different, less a 

temporary rupture than a searching reappraisal of what a status-quo 

superpower should do about an ambitious, formidable challenger .. 

The Trump administration has ~dopted a more confrontational stance 

but struggled to set clear goals and articulate a strategy for achieving 

them. To date, its efforts have been scattershot: trade tariffs that have 

rattled Beijing but also Wall Street, a foreign aid program dwarfed by 

China's enormous loans for infrastructure overseas, a war11ing against 

Chinese meddling in American elections without much evidence of 

. such activity. 

The White House is channeling antagonism that extends far beyond 

Washington. Business executives accuse China of stealing technology 

from their firms. College professors suspect that some of its exchange 

students are spies. Military officers see its warships advancing across 

the Pacific. 

Many Americans who embraced trade and cooperation with China had 

hoped that bringing it into the global economic order would, over 
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time, pull its politics and society into a kind of convergence with the 

West. Yet China is heading in the opposite direction under the 

strongman rule of Xi Jinping, toward less political freedom and more 

state control of the economy - a surveillance state at home that 

nourishes imperial ambitions abroad. Far from modeling itself on the 

United States, China is presenting itself as a defiant alternative. 

"In our good-hearted way, we wanted to believe that with a few more 

cultural exchanges, a few more visiting ballet troupes, China would 

come around,'' said Orville H. Schell, the director of the Center on 

U.S.-China Relations at the Asia Society. "But Xi Jinping shut the door 

on that. He said, 'Not only are we not going there, but we have our 

own model now.' " 

Kevin Rudd, a former prime minister of Australia and longtime 

observer of China, said the political and economic changes in China 

under Mr. Xi, and in the United States under Mr. Trump, had 

shattered the consensus in both nations about how to manage the 

relationship. That, Mr. Rudd said, portended an uncertain - and 

almost certainly more dangerous - future. 

"You can almost hear the ripping sound somewhere up the middle of 

the Pacific," Mr. Rudd said in an interview, "and I'm not sure how 

that's put .back together." 

'Tacit Allies' 

Realpolitik motivated Mr. Kissinger's outreach to China: He and 

Nixon saw it as a counterweight to the Soviet Union. But they were not 

immune to what an American diplomat, U. Alexis Johnson, called 
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"rapturous enchantment." After a return trip to Beijing in 1973 to open 

a liaison office, a euphoric Mr. Kissinger wrote to Nixon, "We have 

now become tacit allies." 

In the United States, China suddenly became cool. "Americans donned 

Mao jackets and Mao hats, stir-fried in woks, and wielded chopsticks," 

the journalist John Pomfret wrote in his 2016 book, ''The Beautiful 

Country and the Middle Kingdom." Shortly after Nixon's landmark 

trip, the Chinese cut a $392 million deal with a Texas company to 

build 16 fertilizer plants in China, an early sign of engagement's 

bottom-line benefits. 

Diplomatic relations would ebb and flow, buffeted by domestic politics 

in both nations. But trade across the Pacific began a relentless upward 

march. Companies like IBM, Citibank and Jeep were entranced by the 

vastness of the Chinese market, and the pioneers of engagement 

marveled at how quickly commerce came to define the relationship. 

Even a devastating setback, the deadly crackdown on the 1989 

Tiananmen Square democracy movement, did not snuff out those ties. 

President George Bush, who once headed the United States liaison 

office in Beijing, secretly sent his national security adviser, Brent 

Scowcroft, to Beijing to keep the relationship from going off the rails. 

In March 2000, after the United States opened the door to China's 

entry into the World Trade Organization, Bill Clinton laid out the case 

for economic integration as the best way to bring freedom to the 

country. In one of the more forceful arguments for engagement made 

by an American president, he promised that W.T.O. membership 

would wean China off state-owned enterprises and open its society. 
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''The more China liberalizes its economy, the more fully it will liberate 

the potential of its people - their initiative, their imagination, their 

remarkable spirit of enterprise," he said. "And when individuals have 

the power, not just to dream but to realize their dreams, they will 

demand a greater say." 

Mr. Clinton's view was widely shared at the time, and not without 

reason. Under President Jiang Zemin and his prime minister, Zhu 

Rongji, the Communist Party withdrew from large parts of the 

economy, encouraged private entrepreneurship and welcomed foreign 

investors. 

Over the decades, the United States and China built the mightiest 

commercial relationship in history: Trade between the two ballooned 

from $5 billion in 1980 to $231 billion in 2004. China soon became 

the manufacturer of choice for T-shirts and toys, laptops and 

television sets. General Motors, Motorola and other American 

companies that invested in China made healthy profits. To satisfy the 

American appetite for low-cost goods, China began exporting more to 

Walmart alone tp.an it did to most entire nations. 

By 2006, though, China's transition to market economics was slowing, 

and it began pursuing a policy of "indigenous innovation," establishing 

targets to achieve dominance in high-tech industries that were 

traditionally the domain of the United States and Japan. By the time· 

Barack Obama was elected, a narrative had taken hold in some 

quarters that letting China into the W.T.O. was a mistake. 

Mr. Obama called out Beijing on the theft of American technology and 

intellectual property, and needled two of his advisers, Lawrence H. 
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-
Summers and Jeffrey A.. Bader, about their work in negotiating with 

China during the Clinton administration. "Did you guys give away too 

much?" he asked, according to Mr. Bader. 

President Trump has since turned Mr. Obama's private gibe into a 

political slogan. Letting China into the W.T.O., he argues, was the 

original sin of America's dealings with China - a defective agreement 

· that gave the Chinese license to steal from American companies and 

siphon off American jobs. 
I 

But to Charlene Barshefsky, the United States trade representative 

who ran the negotiations with Beijing in the 1990s, whether China 

should have been admitted is a "nonsensical question." 

"Of course it was going to end up in the W.T.O.," she said. 

With a fifth of the world's population, nuclear weapons, a permanent 

'seat in the United Nations Security Council and a track record of 

economic Opening, China could not realistically be kept out, she 

argued. It already had significant access to the world's major 

economies, including the United States. If it did not join the W.T.O., it 

would have continued to reap the benefits without being forced to 
open its own markets. 

"The issue is, was it going to be a substantively, commercially 

significant deal?" Ms. Barshefsky said. "And I would argue that the 

proof is in the pudding." China, she noted, now imports more goods 

from the world than any country besides the United States. 

But with every step China took to open its markets, it erected new 

barriers that hobbled foreign competitors and favored its own 
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companies. The problem was not China's W.T.O. membership but the 

failure of American officials to use the tools in the agreement to force 

China's compliance/with the terms, Ms. Barshefsky said. 

"The U.S. did the right thing," she said. "We just didn't continue to do 

the right thing." 

'Economic Aggression' 

Peter Navarro, the bomb-throwing economist who heads Mr. Trump's 

trade office, said he first noticed the corrosive impact China was 

having on the American economy in the early 2000s, when he was 

teaching evening classes at the University of California, Irvine. 

During the day, most of his students held down jobs. But Mr. Navarro 

recalled noticing that "my students were having more and more 

problems in the job market. It was a puzzle to me. I thought, 'What's 

going on here?' " 

Mr. Navarro already suspected that jobs were moving to China 

because of its low labor costs. But after a year of research, he 

concluded there were four other factors at play: China's theft of 
American intellectual property, its subsidies for exporters, its currency 

manipulation and its dearth of environmental regulations. 

"All roads led to China," he said. 

The economist remade himself into a China Cassandra, publishing 

books like "The Coming China Wars" and "Death by China" that put 

him on the radical fringe of his profession. But his views dovetailed 
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with those of Mr. Trump, who had railed for decades against the unfair 

trade practices of China and, earlier, Japan. 

While the Japanese threat was overblown, there is little disagreement 

now that China contributed to the hollowing out of American 

manufacturing. Cheap Chinese clothing decimated textile jobs 

between 1973 and 2015. Chinese furniture makers wiped out their 

American counterparts. For blue-collar America, "Made in China" 

became synonymous with the ravages of globalization. 

Now ensconced in the White House, Mr. Navarro has supplied the 

intellectual grist for Mr. Trump's trade war with China. In June, his 

office published a report titled "How China's Econornic Aggression 

Threatens the Technologies and Intellectual Property of the United 

States and the World," which accused China of preying on American 

companies in a variety of ways. 

Other economists still dismiss Mr, Navarro's prescription, which 

. consists of piling on more tariffs until China agrees to fundamental 

changes. But privately, many businesspeople share his diagnosis. 

Their immediate concern is Made in China 2025, a state policy that 

seeks to dominate key industries by forcing American companies to 

hand over technology and assisting Chinese firms with subsidies. 

Occasionally, American frustrations with Chinese partners and 

competitors spill into the open. In July 2010, the then-chief executive 

of General Electric, Jeff Immelt, said at a private dinner, "I am not 

sure that in the end they want any of us to win, or any of us to be 

successful." General Electric backpedaled furiously after his comments 

were reported. Despite their grievances, American business executives 
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were still afraid of antagonizing the Chinese authorities, who could 

order raids on their operations. 

Doing business in China became even harder after the financial crisis 

of 2008. By that time, China had passed Japan to become America's 

largest creditor, holding about $600 billion of United States Treasury 

notes. Chinese officials were appalled by the bankruptcy of Lehman 

Brothers and fearful of their own exposure. If they were always 

suspicious of American politicians, now they turned against their 

friends on Wall Street, too, taking a harder line in negotiations and 

rejecting their calls to open up the Chinese economy further. 

"Chinese officials began to dress down Americans and skip meetings," 

said James McGregor, the chairman of greater China for APCO 

Worldwide, who advises companies dealing with Chinese officials. 

"For the Chinese leadership, this was the emperor-had-no-clothes 

moment." 

Strategic Competition . 

For all of Mr. Obama's wariness on trade, he was as committed to 

engaging China as each of his predecessors going back to Nixon. He 

sought global issues, like climate change and nuclear nonproliferation, 

on which the United States and China could work together. But his 

strategy, known as the "Asia pivot," also called for a greater American 

diplomatic and military presence in the region, to try to manage 

China's rise. 

The Trump administration has rejected the Obama strategy, branding 

it na'ive and inadequate. It has adopted a more combative approach, 
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formally designating China a "strategic competitor" and "revisionist · 

power," one that is trying to rewrite the rules of the post-World War II 

order to match its own interests and ambitions. Mr. Trump's aides say 

that China has gotten away with too much for too long, and that only a 

show of American strength can force it to change its behavior. 

The cornerstone of this policy has been the trade war, with new tariffs 

on $250 billion worth of Chinese exports in place and Mt. Trump 

threatening more. Yet the administration's objective is uncertain. 

Mr. Trump has floated various demands that would be difficult to 

enforce or require a wholesale overhaul of the Chinese economy, 

including a sharp reduction in the trade deficit and an end to coercive 

technology transfers. Some trade and security hawks have urged 

"decoupling" the United States entirely from the Chinese economy. 

The Trump administration has taken a tougher approach outside trade 

. as well. It has stepped up naval patrols in the disputed waters of the 

South China Sea, where the Chinese have been turning isolated spits of 

reef into military installations. But it has not laid out how the United 

States can stop a Chinese military buildup that is already tilting the 

balance of power in the region in Beijing's favor. 

The Trump administration has also taken a harder line on economic 
espionage, indicting Chinese citizens accused of being intelligence 

. agents, tightening controls on Chinese investment, and even 

considering a plan to restrict Chinese students from attending 

American universities. 
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Left unanswered has been a profound question: How can the United 

States compete by closing its doors when openness has been key to its 

success? 

Vice President Mike Pence laid out the case for confrontation in a 

harshly worded speech last month that many interpreted as a call for a 

new Cold War, with the United States as defender of democracy and 

market competition and China as the champion of authoritarianism 

and state-led growth. But as he called for a sustained effort to counter 

Beijing, Mr. Pence made little effort to reach beyond America's 

partisan divide and rally the entire nation behind it. 

"To put it bluntly," he said, "President Trump's leadership is working; 

and China wants, a different American president." 

The conflict with China is intensifying amid unresolved concerns 

about American leadership and overreach that built up during the era 

of globalization, and in Iraq, Afghanistan, Syria and other distant 

battlefields. 

If anything, Mr. Trump has shown a desire to pull back from 

commitments around the world - a pattern, critics say, that has 

sundered trade deals like the Trans-Pacific Partnership and ' 

undermined America's allies, depriving the United States of one of its 

. greatest advantages in a geopolitical competition. 

China's own efforts to win friends and expand its influence, 

meanwhile, have brought mixed results so far. As part of its Belt and . 

Road Initiative, Beijing has dangled billions of dollars for 

infrastructure projects in dozens of countries, from Malaysia to Kenya. 
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the Trump administration has condemned the loans as predatory and 

is trying to put together its own competing aid program. 

Mr. Trump's instincts about China are not easy to pigeonhole. He 

speaks often about his friendship with Mr. Xi and admiringly of 

China's economic ~uccess. His grievances are rooted in trade - in the 

conviction that China has been cheating the United States - rather 

than in Beijing's ambitions in Asia or its repressive political system. 

Among his advisers, there is a wide disparity in how they view the 

coming contest. Some, like Mr. Navarro, cast it as an epic struggle over 

who will control the commanding heights of the 21st-century 

economy. Others, like Treasury Secretary Steven Mnuchin, Commerce 

Secretary Wilbur Ross, and the director of the National Economic 

Council, Larry Kudlow, have tried to put the brakes on Mr. Trump's 

most belligerent trade moves. 

They feud constantly, and at times publicly, about who speaks for the 

president, leaving both Chinese officials and China experts in the 

United States confused about the direction of American policy. 

Mr. Bannon, who says his views of China were formed as a young Navy 

officer in the Pacific in the 1970s, speaks in almost apocalyptic terms, 

foreseeing a clash of civilizations. "It's either going to be the 

Confucian, mercantilist model or the liberal democratic Western 

model handed down from Greece," he said. 

Matthew Pottinger, the senior director for Asia on the National 

Security Council, portrays it as more of a traditional, Cold War-style 

rivalry between superpowers with competing ideologies. He began his 
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career as a foreign correspondent in China, where a state security 
officer once roughed him up .. 

"We in the Trump administration have updated our China policy to 

bring the concept of competition to the forefront," Mr. Pottinger said 

recently at the Chinese Embassy in Washington. "But I think that's 

O.K. For us; in the United States, competition is not a four-letter 

word." 

The trouble is, there has been very little public debate about any of 

this. What are the goals of America's competition with China: toppling 

the Communist regime or thwarting China's rise, as some in China 

have long suspected, or merely trying to modify its behavior? And in 

any case, how much are Americans willing to sacrifice for it? 

Graham Allison, a Harvard professor who worked in the Defense 

Department to reshape relations with former Soviet nations after the 

end of the last Cold War, argues that a rising power like China is likely 

to come to blows with an established one like the United States. In his 

book "Destined for War," he describes a chilling scenario in which an 

accidental naval collision in the South China Sea escalates 

calamitously into a full-blown conflict. 

But some China experts note that other areas of dispute, like Taiwan, 

have not become more fraught in recent years. And whatever the issue, 

they argue, a disastrous miscalculation is more likely without 

persistent engagement. 

"Americans need to understand that if we go down the road of 

disengagement from China in pursuit of unbridled competition, it will 

not be a repetition of the Cold War with the Soviet Union," said Mr. 
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Bader, the former Obama adviser. "The rest of the world, like us, is 
deeply entangled with China." 

As a result, he said, even countries as wary of China as the United 

States ''will not risk economic ties nor join in a perverse struggle to re

erect the 'Bamboo Curtain,' this time by the West. We will be on our 
own." 

At 95, Mr. Kissinger, not surprisingly, takes the long view. Together, 

he said, the United States and China exert such power, and are capable 

of inflicting such unthinkable destruction, that they owe it to the world 

to find a path toward "partial cooperation." 

"We have to make the effort of moving in that direction,'' he said. 

Harking back to his session with Mr. Bannon, Mr. Kissinger added, "I 

cannot guarantee that that will be the result." 

Mark landler, a White House correspondent, was The Times's Hong 
Kong bureau chief from 1998 to 2002. He was the last American 
journalist to ask a question of President Xi Jinping, during his news 
conference with President Barack Obama in the Great Hall of the People 
in 2014. 
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Remarks delivered by President Mike Pence on the administration's policy 

towards China at Hudson Institute on October 4, 2018: 

Thank you, Ken, for that kind introduction. To the Members of the 

Board of Trustees, to Dr. Michael Pillsbury, to our distinguished guests, 

and to all of you who, true to your mission, ''think about the future in 

unconventional ways" - it's an honor to be back at the Hudson Institute. 

Fot more than half a century, this Institute has dedicated itself to 

"advancing global security, prosperity, and freedom." And while 

Hudson's hometowns have changed over the years, one thing has held 

constant: You have always advanced that vital truth, that American 

leadership lights the way. 

And today, I bring greetings from a champion of American leadership, 

at home and abroad- the 45th President of the United States of 

America, President Donald Trump. 

From early in this administration, President Trump has made our 

relationship with China and President Xi a priority. On April 6th of last 

year, President Trump welcomed President Xi to Mar-A-Lago. On 

November 8th of last year, President Trump traveled to Beijing, where 

'China's leader welcomed him warmly. 

Over the course of the past 2 years, our President has forged a strong 

personal relationship with the president of the People's Republic of 

China, and theive worked closely on issues of common interest, most 

importantly the denuclearization of the Korean Peninsula ... 

But I come before you today because the American people deserve to 

know ... as we speak, Beijing is employing a whole-of-government 

approach, using political, economic, and military tools, as well as 
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propaganda, to advance its influence and benefit its interests in the 

United States. 

China is also applying this power in more proactive ways than ever 

before, to exert influence and interfere in the domestic policy and 

politics of our country. 

Under our administration, we've taken decisive action to respond to 

China with American leadership, applying the principles, and the 

policies, long advocated in these halls. 

In the "National Security Strategy" that President Trump released last 

December, he described a new era of"great power competition." Foreign 

nations have begun to "reassert their influence regionally and globally," 

and they are "contesting [America's] geopolitical advantages and trying 

to change the international order in their favor." 

In this strategy, President Trump made clear that the United States of 

America has adopted a new approach to China. We seek a relationship 

grounded in fairness, reciprocity, and respect for sovereignty, and we 

have taken strong and swift action to achieve that goal. 

As the President said last year on his visit to China, "we have an 

opportunity to strengthen the relationship between our two countries 

and improve the lives of our citizens." Our vision of the future is built on 

the best parts of our past, when America and China reached out to one 

another in a spirit of openness and friendship ... 

When our young nation went searching in the wake of the 

Revolutionary War for new markets for our exports, the Chinese people 

welcomed Americans traders laden with ginseng and fur.:. 
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When China suffered through indignities and exploitation during her 

. so-called "Century of Humiliation," America refused to join in, and 

advocated the "Open Door" policy, so that we could have freer trade with 

China, and preserve their sovereignty ... 

When American missionaries brought the good news to China's shores, 

they were moved by the rich culture of an ancient but vibrant people;· 

and not only did they spread faith; they also founded some of China's 

first and finest universities ... 

When the Second World War arose, we stood together as allies in the 

fight against imperialism ... And in that war's aftermath, America 

ensured that China became a.Charter member of the United Nations, 

and a great shaper of the post-war world. 

But soon after it took power in 1949, the Chinese Communist Party 

began to pursue authoritarian expansionism; Only five years after our 

nations had fought together, we fought each other, on the mountains 

and in the valleys of the Korean Peninsula. My own father saw combat 

on those frontlines of freedom. 

Not evert the brutal Korean War could diminish our mutual desire to 

restore the ties that for so long bound us together. China's estrangement 

from the United States ended in 1972, and soon after, we re-established 

diplomatic relations, began to open our economies to one another, and 

American universities began training a new generation of Chinese 

engineers, business leaders, scholars, and officials. 

After the fall of the Soviet Union, we assumedthat a free China was 

inevitable. Heady with optimism, at the turn of the 21st Century, 

America agreed to give Beijing open access to our economy, and bring 

China into the World Trade Organization. 
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Previous administrations made this choice in the hope that freedom in 

China would expand in all fortns - not just economically, but politically, . 

with a newfound respect for classical liberal principles, private property, . 

religious freedom, and _the entire family of human rights ... but that hope 

has gone unfulfilled. 

The dream of freedom remains distant for the Chinese people. And 

while Beijing still pays lip service to "reform and opening," Deng 

Xiaoping's famous policy now rings hollow. 

Over the past 17 years, China's GDP has grown 9-fold; it has become the 

second 0 largest economy in the world. Much of this success was driven 

by American investment in China. And the Chinese Communist Party 

has also used an arsenal of policies inconsistent with free and fa,ir trade, 

including tariffs, quotas, currency manipulation, forced technology 

transfer, intellectual property theft, and industrial subsidies doled out 

like candy, to name a few. These policies have built Beijing's 

manufacturing base, at the expense of its competitors - especially 

America. 

China's actions have contributed to a trade deficit with the United States 

that last year ran to $375 billion - nearly half of our global trade deficit. 

As President Trump said just this week, ''we rebuilt China" over the last 

25 years. 

Now, through the "Made in China 2025" plan, the Communist Party has 

set its sights on controlling 90% of the world's most advanced 

industries, including robotics, biotechnology, and artificial intelligence. 

To win the commanding heights of the 21st Century economy, Beijing 

has directed its bureaucrats and businesses to obtain American 

intellectual property - the foundation of our economic leadership - by 

any means necessary. 
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Beijing now requires many American businesses to hand over their trade 

secrets as the cost of doing business in China. It also coordinates and 

sponsors the acquisition of American firms to gain ownership of their 

creations. Worst of all, Chinese security agencies have masterminded 

the wholesale theft of American technology - including cutting-edge 

military blueprints. 

And using that stolen technology, the Chinese Communist Party is 

turning plowshares into swords on a massive scale ... 

China now spends as much on its military as the rest of Asia combined, 

and Beijing has prioritized capabilities to erode America's military 

advantages - on land, at sea, in the air, and in space. China wants 

nothing less than to push the United States of America from the 

Western Pacific and attempt to prevent us from coming to the aid of our 

allies. 

Beijing is also using its power like never before. Chinese ships routinely 

patrol around the Senkaku Islands, which are administered by Japan. 

And while China's leader stood in the Rose Garden of the White House 

in 2015 and said that his country had "no intention to militarize the 

South China Sea," today, Beijing has deployed advanced anti-ship and 

anti 0 air missiles atop an archipelago of military bases constructed on 

artificial islands. 

China's aggression was on display this week, when a Chinese naval 

vessel came within 45 yards of the USS Decatur as it conducted freedom

of-navigation operations in the South China Sea, forcing our ship to 

quickly maneuver to avoid collision. Despite such reckless harassment, 

the United States Navy will continue to fly, sail and operate wherever 

international law allows and our national interests demand. We will not 

bf: intimidated; we will not stand down. 
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America had hoped that economic liberalization would bring China into 

greater partnership with us and with the world. Instead, China has 

chosen economic aggression, which has in turn emboldened its growing 

military. 

Nor, as we hoped, has Beijing moved toward greater freedom for its 

people. For a time, Beijing inched toward greater liberty and respect for 

htrman rights, but in recent years, it has taken a sharp U-turn toward 

control and oppression. 

Today, China has built an unparalleled surveillance state, and it's 

growing more expansive and intrusive - often with the help of U.S. 

technology. The "Great Firewall of China" likewise grows higher; 

drastically restricting the free flow of information to the Chinese people. 

And by 2020, China's rulers aim to implement an Orwellian system 

premised on controlling virtually every facet of human life - the so

called "social credit score." In the words of that program's official 

blueprint, it will "allow the trustworthy to roam everywhere under 

heaven, while making it hard for the discredited to take a single step." 

And when it comes to religious freedom, a new wave of persecution is 

crashing down on Chinese Christians, Buddhists, and Muslims ... 

Last month, Beijing shut down one of China's largest underground 

churches. Across the country, authorities are tearing down crosses, 

burning bibles, and imprisoning believers. And Beijing has now reached 

a deal with the Vatican that gives the avowedly atheist Communist 

Party a direct role in appointing Catholic bishops. For China's 

Christians, these are desperate times. 

Beijing is also cracking down on Buddhism. Over the past decade, more 

than 150 Tibetan Buddhist monks have.lit themselves on fire to protest 
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China's repression of their beliefs and culture. And in Xinjiang, the 

Communist Party has imprisoned as many as one million Muslim 

Uyghurs in government camps Where they endure around-the-clock 

brainwashing. Survivors of the camps have described their experiences 

as a deliberate attempt by Beijing to strangle Uyghur culture and stamp 

out the Muslim faith. 

But as history attests, a country that oppresses its own people rarely 

stops there. Beijing also aims to extend its reach across the Wider world. 

As Hudson's own Dr. Michael Pillsbury has said, "China has opposed 

the actions and goals of the U.S. government. Indeed, China is building 

its own relationships with America's allies and enemies that contradict 

any peaceful or productive intentions of Beijing." 

China uses so-called "debt diplomacy" to expand its influence.Today, 

that country is offering hundreds of billions of dollars in infrastructure 

loans to governments from Asia to Africa to Europe to even Latin 

America. Yet the terms of those loans are opaque at best, and the 

benefits flow overwhelmingly to Beijing. 

Just ask Sri Lanka, which took on massive debt to let Chinese state 

companies build a port with questionable commercial value. Two years 

ago, that country could no longer afford its payments~ so Beijing 

pressured Sri Lanka to deliver the new port directly into Chinese hands. 

It may soon become a forward military base for China's growing blue

water navy. 

Within our own hemisphere, Beijing has extended a lifeline to the 

corrupt and incompetent Maduro regime in Venezuela, pledging $5 

billion in questionable loans that can be repaid with oiL China is also 

that country's single largest creditor, saddling the Venezuelan people 

with more than $50 billion in debt. Beijing is also corrupting some 
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nations' politics by providing direct support to parties and candidates 

who promise to accommodate China's strategic objectives ... 

And since last year, the Chinese Communist Party has convinced 3 

Latin American nations to sever ties with Taipeiand recognize Beijing. 

These actions threaten the stability of the Taiwan Strait - and the 

United States of America condemns these actions. And while our 

administration will continue to respect our One China Policy, as 

reflected in the three joint communiques and the Taiwan Relations Act, 

America will always believe Taiwan's embrace of democracy shows a 

better path for all the Chinese people. 

These are only a few of the ways that China has sought to advance its 

strategic interests across the world, with growing intensity and 

sophistication. Yet previous admihisttations all but ignored China's 

actions - and in many cases, they abetted them. But those days are over. 

Under President Trump's leadership, the United States of America has 

been defending our interests with renewed American strength ... 

We've been making the strongest military in the history of the world 

stronger still. Earlier this year, the President signed into law the largest 

increase in our national defense since the days of Ronald Reagan - $716 

billion to extend our military dominance in every domain. 

We're modernizing our nuclear arsenal, we're fielding and developing 

new cutting-edge fighters and bombers, we're building a new generation 

of aircraft carriers and warships, and we're investing as never before in . 

our Armed Forces. This includes initiating the process to establish the 

United States Space Force to ensure our continued dominance in space, 

" and authorizing increased capability in the cyber world to build 

deterrenc.e against our adversaries. 
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And at President Trump's direction, we're also implementing tariffs on 

$250 billion in Chinese. goods, with the highest tariffs specifically 

targeting the advanced industries that Beijing is trying to capture and 

control. And the President has also made clear that we'll levy even more 

tariffs, with the possibility of substantially more than doubling that 

number, unless a fair and reciprocal deal is made. 

Our actions have had a major impact. China's largest stock exchange fell 

by 25% in the first 9 months of this year, in large paft because our 

administration has stood up to Beijing's trade practices. 

As President frump has made clear, we don't want China's markets to 

suffer. In fact, we want them to thrive. But the United States wants 

Beijing to pursue trade policies that are free, fair, and reciprocal. 

Sadly, China's rulers have refused to take that path- so far. The 

American people deserve to know that, in response to the strong stand 

that President Trump has taken, Beijing is pursuing a comprehensive 

and coordinated campaign to undermine support for the President, our 

agenda, and our nation's most cherished ideals. 

I want to tell you today what we know about China's actions - some of 

which we've gleaned from intelligence assessments, some of which are 

publicly available. But all of which is fact. 

As I said before, Beijing is employing a whole-of-government approach 

to advance its influence and benefit its interests. It's employing this 

power in more proactive and coercive ways to interfere in the domestic 

policies and politics of the United States. 

The Chinese Communist Party is rewarding or coercing American 

businesses, movie studios, universities, think tanks, scholars, 
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Worst of all, China has initiated an unprecedented effort to influence 

American public opinion, the 2018 elections, and the environment 

leading into the 2020 presidential elections ... 

To put it bluntly, President Trump's leadership is working; and China 

wants a different American President. 

China is meddling in America's democracy. As President Trump said 

just last week, we have "found that China has been attempting to 

interfere in our upcoming 2018 [midterm] election[s]." 

Our intelligence community says that "China is targeting U.S. state and 

local governments and officials to exploit any divisions between federal 

and local levels on policy. It's using wedge issues, like trade tariffs, to 

advance Beijing's political influence." 

In June, Beijing circulated a sensitive document, entitled "Propaganda 

and Censorship Notice," that laid out its strategy. It states that China 

must "strike accurately and carefully, splitting apart different domestic 

groups" in the United States. 

To that end, Beijing has mobilized covert actors, front groups, and 

propaganda outlets to shift Americans' perception of Chinese policies. 

As a senior career member of our inte!Hgence community recently told 

me, what the Russians are doing pales in comparison to what China is 

doing across this country. 

Senior Chinese officials have also tried to influence business leaders to 

condemn our trade actions, leveraging their desire to maintain their 

operations in China. In one recent example, they threatened to deny a 
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business license for a major U.S. corporation if it refused to speak out 

against our administration's policies. 

And when it comes to influencing the midterms, you need only look at 

Beijing's tariffs in response to ours. They specifically targeted industries 

and states that would play an important role in the 2018 election. By one 

estimate, more than 80% of U.S. counties targeted by China voted for 

President Trump in 2016; now China wants to turn these.voters against 

our administration. 

And China is also directly appealing to the American voter. Last week, 

the Chinese government paid to have a multipage supplement inserted 

into the Des Moines Register - the paper of record.in the home state of 

our Ambassador to China, and a pivotal state in 2018. The supplement, 

designed to look like news articles, cast our trade policies as reckless and 

harmful to Iowans. 

Fortunately, Americans aren't buying it. For example: American 

farmers are standing with this President and are seeing real results from 

the strong stands that he's taken, including this week's U.S.-Mexico

Canada Agreement, where.we've substantially opened North American 

markets to U.S. products - a great win for American farmers and 

manufacturers. 

But China;s actions aren't focused solely on influencing our policies and 

politics. Beijing is also taking steps to exploit its economic leverage, and 

the allure of China's large domestic market, to advance its influence 

over American corporations. 

Beijing now requires American joint ventures that operate in China to 

establish "party organizations" within their company, giving the 
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Communist Party a voice - and perhaps a veto - in hiring and 

investment decisions. 

Chinese authorities have also threatened U.S. companies that depict 

Taiwan as a distinct geographic entity, or that stray from Chinese policy 

on Tibet. Beijing compelled Delta Airlines to publicly apologize for not 

calling Taiwan a "province of China" on its website, It also pressured 

Marriott to fire a U.S. employee who liked a tweet about Tibet. 

Beijing routinely demands that Hollywood portray China in a strictly 

positive light, and it punishes studios and producers that don't. Beijing's 

censors are quick to edit_ or outlaw movies that criticize China, even in 

minor ways. ''World War Z" had to cut the script's rnention of a virus 

originating in China. "Red Dawn" was digitally edited to make the 

villains North Korean, not Chinese. 

Beyond business, the Chinese Communist Party is spending billions of 

dollars on propaganda outlets in the United States, as well as other 

countries. 

China Radio International now broadcasts Beijing-friendly 

programming on over 30 U.S. outlets, many in major American cities. 

The China Global Television Network reaches more than 75 million 

Americans - and it gets its marching orders directly from its Com1;1unist 

Party masters. As China's top leader put it during a visit to the network's 

headquarters, "The media run by the Party and the government are 

propaganda fronts and must have the Party as their surname." 

That's why, last month, the Department of Justice ordered that network 

to register as a foreign agent. 
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The Communist Party has also threatened and detained the Chinese 

family members of American journalists who pry too deep. And it has 

blocked the websites of U.S. media organizations and made it harder for 

our journalists to get visas. This happened after the New York Times 

published investigative reports about the wealth of some of China's 

leaders. 

But the media isn't the only place where the Chinese Communist Party 

seeks to foster a culture of censorship. The same is true of academia. 

Look no further than the Chinese Students and Scholars Associations, of 

which there are more than 150 branches. across American campuses. 

These groups help organize social events for some of the more than 

430,000 Chinese nationals studying in the United States; they also alert 

Chinese consulates and embassies when Chinese students, and 

American schools, stray from the Communist Party line. 

At the University of Maryland, a Chinese student recently spoke at her 

graduation ceremony of what she called the "fresh air of free speech" in 

America. The Communist Party's official newspaper swiftly chastised 

her, she became the victim of a firestorm of criticism on China's tightly

controlled social media,and her family back home was harassed. As for 

the university itself, its exchange program with China - one of the 

nation's most extensive - suddenly turned from a flood to a trickle. 

China exerts academic pressure in other ways, too. Beijing provides 

generous funding to universities, think tanks, and scholars, with the 

understanding that they will avoid ideas that the Communist Party finds 

dangerous or offensive. China experts in particular know that their visas 

will be delayed or denied if their research contradicts Beijing's talking 

points. 
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And even scholars and groups who avoid Chinese fun.ding are targeted 

by that country, as the Hudson Institt1te found out firsthand. After you 

offered to host a speaker Beijing didn't like, your website suffered a 

major cyber-attack, originating from Shanghai. You know better than 

most that the Chinese Communist Party is trying to undermine 

academic freedom and the freedom of speech in America today. 

These and other actions, taken as a whole, constitute an intensifying 

effort to shift American public opinion and public policy away from the 

America First leadership of President Donald Trump. But our message 

to China's rulers is this: This President will not back down - and the 

American people will not be swayed. We will continue to stand strong 

for our security and our economy, even as we hope for improved 

relations with Beijing. 

Our administration will continue to act decisively to protect American 

interests, American jobs, and American security. 

As we rebuild our military, we will continue to assert American interests 

across the Inda-Pacific. 

As we respond to China's trade practices, we will continue to demand an 

economic relationship with China that is free and fair and reciprocal, 

demanding that Beijing break down its trade barriers, fulfill its trade 

obligations, and fully open its economy, just as we have opened ours. 

We will continue to take action. until Beijing ends the theft of American 

intellectual property, and stops the predatory practice of forced 

technology transfer. .. 

And to advance our vision of a free and open Inda-Pacific, we're 

building new and stronger bonds with nations that share our values, 
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across the region - from India to Samoa. Our relationships will flow 

from a spirit of respect, bu,ilt on partnership, not domination. 

We're forging new trade deals, on a bilateral basis, just as last week, 

President Trump signed an improved trade deal with South Korea, and 

we will soon begin negotiating a historic bilateral free-trade deal with 

Japan. 

And we're streamlining international development and finance 

· programs, giving foreign nations a just and transparent alternative to 

China's debt-trap diplomacy. To that end, President Trump wHI sign the 

, BUILD Act into law in the days ahead. 

And next month, it will be my privilege to represent the United States in 

Singapore and Papua New Guinea, at ASEAN and APEC. There, we will 

unveil new measures and programs to support a free and open Inda

Pacific - and on behalf of the President, I will deliver the message that 

America's commitment to the Inda-Pacific has never been stronger. 

To protect our interests here at home, we've strengthened CFIUS - the 

Committee on Foreign Investment in the United States - heightening 

our scrutiny of Chinese investment in America, to protect our national 

security from Beijing's predatory actions. 

And when it comes to Beijing's malign influence and interference in 

American politics and policy, we will continue to expose it, no matter 

the form it takes. And we will work with leaders at every level of society 

to defend our national interests and most cherished ideals. The 

American people will play the decisive role - and in fact, they already 

are ... 

As we gather here, a new consensus is rising across America ... 
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More business leaders are thinking beyond the next quarter, and 

thinking twice before diving into the Chinese market if it means turning 

over their intellectual property or abetting Beijing's oppression. But 

more must follow suit. For example, Google should immediately end 

development of the "Dragonfly" app that will strengthen Communist 

Party censorship and compromise the privacy of Chinese customers ... 

More journalists are reporting the truth without fear or favor, and 

digging deep to find where China is interfering in our society, and why~ 

and we hope that more American, and global, news organizations will 

join in this effort. 

More scholars are speaking out forcefully and defending academic 

freedom, and more universities and think tanks are mustering the 

courage to turn away Beij\ng's easy money, recognizing that every dollar 

comes with a corresponding demand. We're confident that more will 

join their ranks. 

And across the nation, the American people are growing in vigilance, 

with a newfound appreciation for our administration's actions to re-set 

America's economic and strategic relationship with China, to finally put 

America First. 

And under President Trump's leadership, America will stay the course. 

China should know that the American people and their elected 

representatives in both parties are resolved. 

As our National Security Strategy states: "Competition does not always 

mean hostility:" As President Trump has made clear, we want a 

constructive relationship with Beijing, where our prosperity and security 

grow together, not apart. While Beijing has been moving further away 

from this vision, China's rulers can still cJ:iange course, and return to the 
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spirit of"reform and opening" and greater freedom. The American 

people want nothing more; the Chinese people deserve nothing less. 

The great Chinese story-teller Lu Xun often lamented that his country 

"has either looked down at foreigners as brutes, or up to them as saints, 

but never as equals." Today, America is reaching out our hand to China; 

we hope that Beijing will soon reach back - with deeds, not words, and 

with renewed respect for America. But we will not relent until our 

relationship with China is grounded in fairness, reciprocity, and respect 

for sovereignty. 

There is an ancient Chinese proverb that tells us that "men see only the 

present, but heaven sees the future." As we go forward, let us pursue a 

fut1Jre of peace and prosperity with resolve and faith ... 

Faith in President Trump's leadership, and the relationship that he has 

forged with China's president ... 

Faith in the enduring friendship between the American people and the 

Chinese people ... 

Faith that heaven sees the future - and by God's grace, America and 

China will meet that future together. 

Thank you. God bless you. And God bless the United States of America. 

Support Hudson Institute. Donate today 

This material is di_stribut~d by Capito_l Counsel L_LC on behalf ofUS-C_hina Tra_nspacific Foundation. 
Addition~! information is available at_ the Department of Justice, W:as_hington, OC. 

Received by NSD/FARA Registration Unit 03/05/2019 1:29:14 PM 



. ! 

.I 

'-. ·--- ·_, __ . ____ ·---- - -- . -- _. ·_ - ______ .· '' - ... : ·-· . ·--·-·---'··--· ---·- -_--·--"-: ·--·----- ----:·---- ,-_' --··--------~ . ·.·, ________ _ 
Briefing Book - 193 

March/ April 2018 ' 

Volume 97" Number 2 · 

The China 
Reckoning 

How Beijing Defied American Expectations 

Kurt M. Campbell and Ely Ratner. 

The contents of Foreign Affairs are copyrighted ©2018 Council on Foreign Relations, Inc. All rights reserved. 
Reproduction and distribution of this material is permitted only with the express written consent of Foreign 
Affairs. Visit www.foreignaffairs.coi:n/perm_issiol)._S for more information. 

· [···-····- ___ This m_aterial is distrib.uted~by Capitol Counsel_LLC on.behalf of US-China Trans!Lacifi_cfoundation . · ... ···. -,-
AddrtionaJ infomi~ti<m .is sivailab!e at the Department ofJ ustice, Washington,. [IQ:, R®!"G N irn FA I'R s. Gb-'M 

Received by NSD/EARA R.tigistr<ition Unit. 03/05/2019 1 :79:14 PM . . . . . . . 
- __ ,:.,__ -- :..__.c._,, ••• _i_._ _- __ ·--------· --- - . ____ ·----·· - -·--· - . __ . ---~---'-·•----- -



Received by NSD/F ARA Registration Unit 03/05/2019 I :29: 14 PM 

Briefing Book - 194 

The China Reckoning 
How Beijing Defied American Expectations 

Kurt M. Campbell and Ely Ratner 

The United_States _ha1; always had a~ outsize s~ns~ of its ~b'.lity 
to determme Chinas course. Agam and agam, its ambitions 

. have come up short. After World War II, George Marshall, 
the U.S. special envoy to China, hoped to broker a peace between the 
Nationalists and Communists in the Chinese Civil War. During the 
Korean War, the Truman administration thought it could dissuade 
Mao Zedong's troops from crossing the Yalu River. The Johnson admin
istration believed Beijing would ultimately circumscribe its involve
ment in Vietnam. In each instanc,e, Chinese realities upset American 
expectations. 

With U.S. President Richard Nixon's opening to China, Washington 
made its biggest and most optimistic bet yet. Both Nixon and Henry 
Kissinger, his national security adviser, assumed that rapprochement 
would drive a wedge between Beijing and Moscow and, in time, alter 
China's conception of its own interests as it drew closer to the United 
States. In the fall of 1967, Nixon wrote in this magazine, "The world 
cannot be safe until China changes. Thus our aim, to the extent that 
we can influence events, should be to induce change." Ever since, the 
assumption that deepening commercial, diplomatic, and cultural ties 
would transform China's internal development and external behavior 
has been a bedrock of U.S. strategy. Even those in U.S. policy circles 
who were skeptical of China's intentions still shared the underlying 
belief that U.S. power and hegemony could readily mold China to the 
United States' liking. 
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The China Reckoning 

The era of good feelings: Xi and Obama in California.June 2013 

Neatly half a century since Nixon's first steps toward rapproche
ment, the record is increasingly clear that Washington once again put 
too much faith in its power to shape China's trajectory. All sides of the 
policy debate erred: free traders and financiers who foresaw inevitable 
and increasing openness in China, integrationists who argued that 
Beijing's ambitions would be tamed-by greater interaction with the 
international community, and hawks who believed that China's power 
would be abated by perpetual American primacy. 

Neither carrots nor sticks have swayed China as predicted. Diplomatic 
and commercial engagement have not brought political and economic 
openness. Neither U.S. military power nor regional balancing has 
stopped Beijing from seeking to displace core components of the 
U.S.-led system. And the liberal international order has failed to 
lure or bind China as powerfully as expected. China has instead pur
sued its own course, belying a range of American expectations in 
the process. 

That reality warrants a clear-eyed rethinking of the United States' 
approach to China. There are plenty of risks that come with such a 
reassessment; defenders of the current framework will warn against 
destabilizing the bilateral relationship or inviting a new Cold War. 
But building a stronger and more sustainable approach to, and rela-
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tionship with, Beijing requires honesty about how many fundamental 
assumptions have turned out wrong. Across the ideological spectrum, 
we in the U.S. foreign policy community have remained deeply in" 
vested in expectations about China-about its approach to economics, 
domestic politics, security, and global order-even as evidence against 
them has accumulated. The policies built on such expectations have 
failed to change China in the ways we intended or hoped. 

THE POWER OF THE MARKET 
Greater commercial interaction with China was supposed to bring 
gradual but steady liberalization of the Chinese economy. U.S, President 
George H. W. Bush's 1990 National Security Strategy described 
enhanced ties with the world as "crucial to China's prospects for 
regaining the path of economic reform." This argument predominated 
for decades. It drove U.S. decisions to grant China most-favored
nation trading status in the 1990s, to support its accession to the 
World Trade Organization in 2001, to establish a high"level economic 
dialogue in 2006, and to negotiate a bilateral investment treaty under 
U.S. President Barack Obama. 

Trade in goods between the United States and China exploded from 
less than $8 billion in 1986 to over $578 billion in 2016: more than 
a 30-fold increase, adjusting for inflation. Since the early years of 
this century, however, China's economic liberalization has stalled. 
Contrary to Western expectations, Beijing has doubled down on its 
state capitalist model even as it has gotten richer. Rather than becoming 
a force for greater openness, consistent growth has served to legitimize 
the Chinese Communist Party and its state"led economic model. 

U.S. officials believed that debt, inefficiency, and the demands of 
a more advanced economy would necessitate further reforms. And 
Chinese officials recognized the problems with their approach; in 2007, 
Premier Wen Jiabao called the Chinese economy "unstable, unbalanced, 
uncoordinated, and unsustainable." But rather than opening the country 
tip to greater competition, the Chinese Communist Party, intent on main
taining control of the economy, is instead consolidating state-owned 
enterprises and pursuing industrial policies (notably its "Made in 
China 2025" plan) that aim to promote national technology champi-

. ons in critical sectors, including aerospace, biomedicine, and robotics. 
And despite repeated promises, Beijing has resisted pressure from 
Washington and elsewhere to level the playing field for foreign 
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companies. It has restricted market access and forced non-Chinese 
firms to sign on to joint ventures and share technology, while funneling 
investment and subsidies to state-backed domestic players. 

Until recently, U.S. policymakers and executives mostly acquiesced 
to such discrimination; the potential commercial benefits were so 
large that they considered it unwise to upend the relationship with 
protectionism or sanctions. Instead, they fought tooth and nail for 
small, incremental concessions. But now, what were once seen as 
merely the short-term frustrations of doing business with China 
have come to seem more harmful and permanent. The American 
Chamber of Commerce reported last year that eight in ten U.S. 
companies felt less welcome in China than in years prior, and more 
than 60 percent had little or no confidence that China would open its 
markets further over the next three years. Cooperative and voluntary 
mechanisms to pry open China's economy have by and large failed, 
including the Trump administration's newly launched Comprehensive 
Economic Dialogue. 

THE IMPERATIVE OF LIBERALIZATION 
Growth was supposed to bring not just further economic opening 
but also political liberalization. Development would spark a virtuous 
cycle, the thinking went, with a burgeoning Chinese middle class 
demanding new rights and pragmatic officials embracing legal reforms 
that would be necessary for further progress. This evolution seemed 
especially certain after the collapse of the Soviet Union and demo
cratic transitions in South Korea and Taiwan. "No.nation on Earth 
has discovered a way to import the world's goods and services while 
stopping foreign ideas at the bottler," George H. W. Bush proclaimed. 
U.S. policy aimed to facilitate this process by sharing technol" 
ogy, furthering trade and investment, promoting people-to-people . 
exchanges, and admitting hundreds of thousands of Chinese students 
i:o American universities. 

The crackdown on pro-democracy protesters in Tiananmen Square 
in 1989 dimmed hopes for the emergence of electoral democracy in 
China. Yet many experts and policymakers in the United States still 
expected the Chinese government to permit greater press freedoms 
and allow for a stronger civil society, while gradually embracing more 
political competition both within the Communist Party and at local 
levels. They believed that the information technology revolution of 
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the 1990s would encourage such trends by further exposing Chinese 
citizens to the world and enhancing the economic incentives for open
ness. As U.S. President Bill Clinton put it, "Without the full freedom 
to think, question, to create, China will be at a distinct disadvantage, 
competing with fully open societies in the information age where 
the greatest source of national wealth is what resides in the human 
mind." Leaders in Beijing would come to realize that only by granting 
individual freedoms could China thrive in a high-tech future. 

But the fear that greater openness would threaten both domestic 
stability and the regime's survival drove China's leaders to look for an 

Events of the last decade 
have dashed even modest 
hopes for China's political 
liberalization. 

alternative approach. They took both 
the shock of Tiananmen Square and 
the dissolution of the Soviet Union 
as evidence of the dangers of democ
ratization and political competition. 
So rather than embracing positive 
cycles of openness, Beijing responded 
to the forces of globalization by put

ting up walls and tightening state control, constricting, rather than 
reinforcing, the free flow of people, ideas, and commerce. Additional 
stresses on the regime in this century-including an economic; slow
down, endemic corruption in the government and the military, and . 
ominous examples of popular uprisings elsewhere in the world-have 
spurred more authoritarianism, not less. 

Indeed, events of the last decade have dashed even modest hopes 
for political liberalization. In 2013, an internal Communist Party 
memo known as Document No. 9 explicitly warned against "Western 
constitutional democracy" and other "universal values" as stalking
horses meant to weaken, destabilize, and even break up China. This 
guidance demonstrated the widening gap between U.S. and Chinese 
expectations for the country's political future. As Orville Schell, a 
leading American expert on China, put it: "China is sliding ineluctably 
backward into a political climate more reminiscent of Mao Zedong in 
the 1970s than Deng Xiaoping in the 1980s." Today, an ongoing crack
down on journalists, religious leaders, academics, social activists, and 
human rights lawyers shows no sign of abating-more than 300 law
yers, legal assistants, and activists Were detained in 2015 alone. 

Rather than devolving power to the Chinese people, as many in the 
West predicted, communications technologies have strengthened the 
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hand of the state, helping China's authorities control information 
flows and monitor citizens' behavior. Censorship, detentions, and a 
new cybersecurity law that grants broad government control over the 
internet in China have stymied political activity inside China's "Great 
Firewall." China's twenty-first-century authoritari.anism now includes 
plans to launch a "social credit system," fusing big data and artificial 
intelligence to reward ,1.nd punish Chinese citizens on the basis of 
their political, commercial, social, and online activity. Facial recogni
tion software, combined with the ubiquity of surveillance cameras 
across China, has even made it possible for the state to physically 
locate people within minutes. 

THE DETERRENT OF PRIMACY 
A combination of U.S. diplomacy and U.S. military power-carrots 
and sticks-was supposed to persuade Beijing that it was neither 
possible nor necessary to challenge the U.S.-led security order in Asia. 
Washington "strongly promot[ ed] China's participation in regional 

. security mechanisms to reassure its neighbors and assuage its own 
security concerns," as the Clinton administration's 1995 National 
Security Strategy put it, buttressed by military-to 0 military relations 
,1.nd other confidence-building measures. These modes of engagement 
were coupled with a "hedge" -enhanced U.S. military power in the 
region,· supported by capable allies and partners. The effect, the think
ing went, would be to allay military competition in Asia and further 
limit China's desire to alter the regional order, Beijing would settle for 
militafy sufficiency, building armed forces for narrow regional contin
gencies while devoting most of its resources to domestic needs. 

The logic was not simply that China would be focused on its self
described "strategic window of opportunity" for development at home, 
with plenty of economic and social challenges occupying the attention 
of China's senior leaders. American policymakers and academics also 
assumed that China had learned a valuable lesson from the Soviet 
Union about the crippling costs of getting into an arms race with the 
United States. Washington could thus not only deter Chinese aggres
sion but also-to use the Pentagon's term of art-"dissuade" China from 
even trying to compete. Zalmay Khalilzad, an official in the Reagan 
and both Bush administrations, argued that a dominant United States 
could "convince the Chinese leadership that a challenge would be 
difficult to prepare and extremely risky to pursue." Moreover, it was 
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unclear whether China could challenge U.S. primacy even if it wanted 
to. Into the late 1990s, the People's Liberation Army (PLA) was 
considered decades behind the United States' military and those of 
its allies. 

Against this backdrop, U.S. officials took considerable care not to 
stumble into a confrontation with China. The political scientist Joseph 
Nye explained the thinking when he led the Pentagon's Asia office 

China has set out to build 
its own set of regional and 
international institutions. 

during the Clinton administration: "If we 
treated China as an enemy, we were 
guaranteeing an enemy in the future. If 
we treated China as a friend, we could 
not guarantee friendship, but we could 
at least keep open the possibility of more 
benign outcomes." Soon-to-be Secretary 

of State Colin Powell told Congress at his confirmation hearing in 
January 2001, "China is not an enemy, and our challenge is to keep it 
that way." 

Even. as it began investing more of its newfound wealth in military 
power, the Chinese government sought to put Washington at ease, 
signaling continued adherence to the cautious, moderate foreign 
policy path set out by Deng. In 2005, the senior Communist Party 
official Zheng Bijian wrote in this magazine that China would never 
seek regional hegemony and remained committed to "a peaceful rise." 
In 2011, after a lively debate among China's leaders about whether it 
was time to shift gears, State Councilor Dai Bingguo assured the world 
that ·"peaceful development is a strategic choice China has made." 
Starting in 2002, the U.S. Defense Department had been producing 
a congressionally mandated annual report on China's military, but 
the consensus among senior U.S. officials was that China remained a 
dist:i,nt and manageable challenge. 

That view, however, underestimated just how sim1,1ltaneously insecure 
and ambitious China's leadership really was. For Beijing, the United 
States' alliances and military presence in Asia posed unacceptable 
threats to China's interests in Taiwan, on the Korean Peninsula, and 
in the East China and South China Seas. In the words of the Peking 
University professor Wang Jisi, "It is strongly believed in China 
that ... Washington will attempt to prevent the emerging powers, 
in particular China, from achieving their goals and enhancing their 
stature." So China started to chip away at the U.S.-led security.order 
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in Asia, developing the capabilities to deny the U.S. military access 
to the region and driving wedges between Washington and its allies. 

Ultimately, neither U.S. military power nor American diplomatic 
engagement has dissuaded China from trying to build a world-class 
military of its own. High-tech displays of American power in Iraq 
and elsewhere only accelerated efforts to modernize the PLA. Chinese 
President Xi Jin ping has. launched military reforms that will make · 
Chinese forces more lethal and more capable of projecting military 
power well beyond China's shores. With its third aircraft carrier report
edly under construction, advanced new military installations in the 
South China Sea, and its first overseas military base in Djibouti, 
China is on the path to becoming a military peer the likes of which the 
United States has not seen since the Soviet Union. China's leaders no 
longer repeat Deng's dictum that, to thrive, China will "hide [its] 
capabilities and bide [its] time." Xi declared in October 2017 that 
"the Chinese nation has gone from standing up, to becoming rich, to 
becoming strong." 

THE CONSTRAINTS OF ORDER 
At the end of World War II, the United States built institutions and 
rules that helped structure global politics and the regional dynamics 
in Asia. Widely accepted norms, such as the freedom of commerce 
and navigation, the peaceful resolution of disputes, and international 
cooperation on global challenges, superseded nineteenth-century 
spheres of influence. As a leading beneficiary of this liberal interna
tional order, the thinking went, Beijing would have a considerable 
stake in the order's preservation and come to see its continuation as 
essential to China's own progress. U.S. policy aimed to encourage 
Beijing's involvement by welcoming China into leading institutions 
and working with it on global governance and regional security. 

As China joined multilateral institutions, U.S. policymakers hoped 
that it would learn to play by the rules and soon begin to contribute 
to their upkeep. In the George W. Bush administration, Deputy 
Secretary of State Robert Zoellick memorably called on Beijing to 
becorne "a responsible stakeholder" in the international system. From 
Washington's perspective, with greater power came greater obligation, 
especially since China had profited so·handsomely from the system. 
As Obama emphasized, "We expect China to help ·uphold the very 
rules that have made them successful."· 
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In certain venues, China appeared to be steadily, if unevenly, taking 
on this responsibility. It joined the Asia-Pacific Economic Cooperation 
organization in 1991, acceded to the Nuclear Nonproliferation Treaty 
in 1992, joined the World Trade Organization in 2001, and took part 
in major diplomatic efforts, including the six-party talks and the 
PS+l negotiations to deal with nuclear weapons programs in North 
Korea and Iran, respectively. It also became a major contributor to 
UN counterpiracy and peacekeeping operations. 

Yet Beijing remained threatened by other central elements of the 
U.S.-led order-and has increasingly sought to displace them. That 
has been especially true of what it sees as uninvited violations of 
national sovereignty by the United States and its partners, whether 
in the form of economic sanctions or m_ilitary action. Liberal norms 
regarding the international community's right or responsibility to 
intervene to protect people from human rights violations, for example; 
have run headlong into China's paramount priority of defending its 
authoritarian system from foreign interference. With a few notable 
exceptions, China has been busy watering down multilateral sanctions, 
shielding regimes from Western opprobrium, and making common 
cause with Russia to block the UN Security Council from authorizing 
interventionist actions. A number of nondemocratic governments
in Sudan, Syria, Venezuela, Zimbabwe, and elsewhere-have benefited 
from such obstruction. · 

China has also set out to build its own set of regional and interna
tional institutions-with the United States on the outside looking 
in-rather than deepening its commitment to the existing ones. It has 
launched the Asian Infrastructure Investment Bank, the New Devel
opment Bank (along with Brazil, Russia, India, and South Africa), and, 
most notably, the Belt and Road Initiative, Xi's grandiose vision for 
building land and maritime routes to connect China to much of the 
world. These institutions and programs have given China agenda
setting and convening power of its own, while often departing from 
the standards and values upheld by existing international institutions. 
Beijing explicitly differentiates its approach to development by noting 
that, unlike the United States and European powers, it does not 
demand that countries accept governance reforms as a condition of 

\ receiving aid. 
In its own region, meanwhile, Beijing has set out to change the 

security balance, incrementally altering the status quo with steps just 
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small enough to avoid provoking a military response from the United 
States. In the South China Sea, one of the world's most important 
waterways; China has deftly used coast guard vessels, legal warfare, 
and economic coercion to advance its ~overeignty claims. In some 
cases, it has simply seized contested territory or militarized artificial 
islands. While Beijing has occasionally shown restraint and tactical 
caution, the overall approach indicates its desire to create a modern 
maritime sphere of influence. 

In the summer of 2016, China ignored a landmark ruling by a tribu
nal under the UN Convention on the Law of the Sea, which held that 
China's expansive claims in the South China Sea were illegal under 
i.ntemational law. U.S. officials wrongly assumed that some combination 
of pressure, shame, and its own desire for a rules-based maritime order 

.. would cause Beijing, over time, to accept the judgment. Instead, 
China has rejected it outright. Speaking to a security forum in Aspen, 
Colorado, a year after the ruling, in July 2017, a senior analyst from the 
CIA concluded that the experience had taught China's leaders "that 
they can defy international law and get away with it." Countries in the 
region, swayed by both their economic dependence on China and 
growing concerns about the United States' commitment to Asia, have 
failed to push back against Chinese assertiveness as much as U.S. 
policymakers expected they would. 

TAKING STOCK 
As the assumptions driving U.S. China policy have started to look 
increasingly tenuous, and the gap between American expectations 
and Chinese realities has grown, Washington has been largely focused 
elsewhere. Since 2001, the fight against jihadist terrorism has con
sumed the U.S. national security apparatus, diverting attention 
from the changes in Asia at exactly the time China was making 
enormous military, diplomatic, and commercial strides. U.S. Presi
dent George W. Bush initially referred to China as a "strategic 
competitor"; in the wake of the September 11 attacks, however, his 
2002 National SecurityStrategy declared, "The world's great powers 
find ourselves on the same side-united by common dangers ofter
rorist violence and chaos." During the Obama administration, there 
was an effort to "pivot," or "rebalance;' strategic attention to Asia. But 
at the end of Obama's time in office, budgets and personnel remained 
focused on other regions-there were, for example, three times as 
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many National Security Council staffers working on the Middle 
East as on all of East and Southeast Asia. 

This strategic distraction has given China the opportunity to press 
its advantages, further motivated by the increasingly prominent view 
in China that the United States (along with the West more broadly) 
is in inexorable and rapid decline. Chinese officials see a United States 
that has been hobbled for years by the global financial crisis, its 
costly war efforts in Afghanistan and Iraq, and deepening dysfunction 
in Washington. Xi. has called on China to become "a global leader 
in terms of comprehensive national strength and international influ
ence" by midcentury. Ile touts China's development model as a ''new 
option for other countries." 

Washington now faces its most dynamic and formidable competi
tor in modern history. Getting this challenge right will require doing 
away with the hopeful thinking that has long characterized the 
United States' approach to China. The Trump administration's first 
National Secµrity Strategy took a step in the right direction by inter
rogating past assumptions in U.S. strategy. But many of Donald 
Trump's policies-a narrow focus on bilateral trade deficits, the 
abandonment of multilateral trade deals, the questioning of the value 
of alliances, and the downgrading of human rights and diplomacy
have put Washington at risk of adopting an approach that is confron
tational without being competitive; Beijing, meanwhile, has managed 
to be increasingly competitive without being confrontational. 

The starting point for a better approach is a new degree of humility 
about the United States' ability to change China. Neither seeking 
to isolate and weaken it nor trying to transform it for the better 
should be the lodestar of U.S. strategy in Asia. ,Washington should 
instead focus mote on its own power and behavior, and the power and 
behavior of its allies and partners. Basing policy on a more realistic 
set of assumptions about China would better advance U.S. interests 
and put the bilateral relationship on a more sustainable footing. 
Getting there will take work, but the fitst step is relatively straight
forward: acknowledging just how much our policy has fallen short 
of our aspitations.e . 
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BROOKINGS 
Order from Chaos 

Responsible competition and the future of U.S.aChina 
relations 

Seven critical questions for strategy 

BY.an Hass and Mira Rai:m::HODR.fil Wednesday, February 6, 2019 

0 
ver the last two years, a near-consensus has .c_rystallized among China-watchers 

that Washington and Beijing are locked in a great power competition over vital 

economic and security: interests. As a result, this narrative holds, the United 

States must adopt a hard-nosed approach to address the growing challenge that China's 

rise poses to its standing in the world. 

While there is little doubt that China's domestic turn toward authoritarianism and its 

foreign policy assertiveness pose growing challenges to American interests, the gathering 

momentum toward thinking aboutU.S.-China relations in the context of inescapable 

confrontation raises more questions than it answers. 

As observers of and participants in these quickly-evolving debates on the future of U.S.

China relations and the role of the United States in Asia, we believe that an important set 

of questions remains to be answered. Below we identify seven questions that the China- · 

facing policy community is now debating as it grapples with how the United States should 

respond to challenges being posed by China's rise. In many cases, these major questions 

beget research agendas of their own. If the United States seeks to craft a durable and 

cmnptehensive strategy ,for its role in Asia and relationship with China, experts and 

policymakers must interrogate these debates. 

1 What are China's national ambitions? 
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China's leaders have been transparent about the fact that they seek to restore the country 

to a position as a gr~global po-wer economically, technologically, militarily, and 

politically by midcentury, in effect, returning to its self-perception of its historic position 

in the international community. Some experts see China's objectives as defined by 

declared "core interests": preserving the Communist Party's (CCP) grip on power, 

protecting territorial integrity and sovereignty, and upholding China's economic and 

social development. 

China's ambitions appear to include a quest to become a major power that is wealthy, 

strong, influential, and respected. In other words, a country that escapes the middle

income trap through technological innovation; has a military capable of defending China's 

territory and protecting its access to resources and markets; can shape international rules 

anci norms to serve its interests; and whose political and economic models are 

internationally accepted. 

There is little debate that these objectives require Beijing to be a leader in Asia. A critical 

question, however, is whether China's core interests and economic and major power 

objectives require it to substantially weaken the U.S. role in the region, or whether it can 

accept a strong American presence, so long as it is able to preserve its form of governance 

and protect its "core interests." The answer is crucial to determining the compatibility of 

the two countries' interests. 

2 What kind of regional environment does China need to achieve its ambitions 

in Asia? 

China seeks a regional environment that is conducive to and does not jeopardize its "core 

interests" while it continues to ascend. China has generally pursued a risk-averse strategy 

and seeks to avoid direct conflict with the United States, given that conflict could derail 

China's development. It is possible, however, that although China seeks to avoid great 

power confrontation now, U.S. and Chinese interests will become more incompatible over 

time as China moves closer to its national objectives, e.g., consolidating control over 

contested territories, harnessing technological advances to suppress dissent and tighten 

social control, and deepening the Communist Party's influence over economic decisions. 
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It is possible ... that although China seeks to avoid great power 
confrontation now, U.S. and Chinese interests will become 
more incompatible over time. 

Although arguably the most worrisome flashpoint between the United States and China 

remains Taiwan, the CCP presently seems to have confidence in eventual unification. So 

long as any effort by Taiwan's elected leaders to pursue dejure independence is not 

imminent and CCP legitimacy is not jeopardized, Beijing may continue to judge that the 

costs of forcible unification outweigh the benefits of the attempt, preserving some form of 

an uncomfortable cross-Strait balance. 

An under-scrutinized line of inquiry, however, is whether China needs to achieve 

uncontested regional hegemony to realize its national ambitions, and what that condition 

would look like if it did. Regional hegemony suggests a condition in which no other power 

in Asia can dominate China militarily, giving Beijing the ability to enforce some degree of 

regional hierarchy with itself at the top. Experts tends to agree that China is alreadY. 

pursuing some form of regional hegemonY., whereby it wields influence over other states 

and has some ability to set rules within the region. China's leaders have long denied that 

the country seeks hegemony, however, so its prospective requirements are only beginning 

to come into focus through an analysis of Beijing's behavior and vague statem~nts of 

intent. 

In all likelihood, China will probably continue to pursue a policy that seeks to reduce the 

role of human rights norms and liberal democracy in international order, or at least to 

insulate itself from them. It will also likely continue to proffer new rules and institutions, 

as with the Asia Infrastructure Investment Bank, which it will continue to revise, or on 

internet governance, where it seeks to set standards in a currently u.ngoverned space. 
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A central question for the future of the region is to what extent China's vision of regional 

hegemony requires it to weaken or eliminate U.S. alliance relationships and America's 

military presence and diplomatic influence in the Asia-Pacific region, especially close to 

its borders. If, as China's anti-access, area denial (A2/AD) strategy implies, Beijing seeks 

to expunge the U.S. security presence from its maritime periphery, Chin;i. and the United 

States would likely find themselves in zero-sum security competition. If, on the other 

hand, a l,J.S.-free Western Pacific is an ideal, but not a nece~sity, this aspect of rivalry may 
.-

be mitigated somewhat. 

Overall, considerable work remains to be done to explore whether China is committed to 

pursuing some version of Chinese regional hegemony and what methods it would use in 

seeking to do so. Complicating this agenda is the fact that China's leaders may not have 

fully settled on what Beijing's regional requirements are, or on how aggressively to pursue 

them at this juncture-some of China's strategy is almost certainly based on opportunism. 

3 
What are the United States strategic requirements in Asia, and vis-.a-vis 

China? 

A central goal of U.S. strategy in Asia has been to prevent a hostile hegemon from 

dominating the region. Since the 19th century, U.S. strategy has been designed to ensure 

that the region remains open to commerce and that it does not serve as a source of direct 

threats tothe American homeland. Unimpeded military access has been viewed as 

necessary for upholding these.goals and-maintaining the credibility of American alliance 

commitments. 

In the 21st century, the requirements of upholding these objectives has shifted somewhat. 

We would no longer expect a rising power like China to make its ascent known through 

territorial conquest or overt economic subjugation. It is not necessarily the case, however, 

that the United States requires exclusive regional hegemony to achieve its national 

objectives, just as it also does not require regional partners to align exclusively with the 

United States and against China. 

This m·aterial is distributed by Capitol Counsel LLC oil behalf of US-China Transpacific Foundation. 
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If the United States seeks to retain security, economic, and political access and influence 

in the region, it can accomplish its objective of preventing a hostile hegemon from 

dominating the region without forcing regional alignment decisions, as such a strategy 

may create countervailing resistance among local states. The United States does, however, 

need to maintain the integrity of its alliances and its strategic position in the First Island 

Chain to protect them. 

On economics, the United States continues to have an interest in a bilateral relationship 

with China that supports growth, as well as in securing investment and migration from 

Asia. China will continue to be an engine in all three areas in the next 5 to 10 years. But 

Washington also has an interest in ensuring that the economic relationship with China is 

grounded in shared rules and standards. Washington similarly has an interest in working 

with allies and partners in Asia to update rules and standards to address 21st century 

challenges to the international trade regime, artd through such efforts, to sharpen 

pressure on Beijing to accept and abide by such rules and standards. 

The United States also would benefit by improving increasingly-sclerotic institutions like 

the World Trade Organization (WTO), which has been taxed by China's inclusion. 

Importantly, in the coming decades several Asian economies will outpace China's 

economic growth rates. India is unlikely to establish itself as a region-wide player on the 

order of Beijing, but rapid growth by it, Vietnam, the Philippines, and Indonesia, will give 

each of these countries an incentive to ensure their place in integrated supply chains. Asia 

will not be multi polar according to all power metrics, but could move gradually in that 

direction in economic terms. 

Unless analysts have a sense of the requirements of Chinese regional hegemony, they 

won't be able to evaluate how much China's requirements conflict or are compatible with 

U.S. interests. Put differently, it ma:y be possible that there is some form of ''regional 

bipolarity" that is not exclusive and could satisfy both countries' strategic objectives in 

Asia. Without doubt, this state of affairs would likely entail a good deal of managed 

competition for years or decades. Without knowing more about China's precise 

requirements, though, such a state of the world is hard to define or evaluate, and 

American analysts will reasonably be tempted to conduct "worst case" analysis of China's 

This material is distributed by C_apftol Counsel LLC on behalf of US-China Transpacific Foundation. 
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regional aspirations. Regardless of how China's regional requirements come into focus, 

however, U.S. policymakers should clearly define U.S. interests with the objective of 

protecting them. 

4 
To what extent is U.S.-China competition ideological? 

. . Experts agree that there is some ideological component to U.S.-China competition, 

but have not yet defined the precise role of ideologY. in the relationship or in future 

strategy. There are numerous features that distinguish the current U.S.-China dynamic 

from U.S.-Soviet competition during the Cold War, but experts are only beginning to 

grapple with the exact implications of ideological and regime-type differences for 

competition. 

The Worldwide Threat Assessment of the U.S. Intelligence Community states: 

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. 

While this warning merits serious consideration, several useful cautionary warnings also 

bear heeding. U.S. policymakers should distinguish between the ideological orientations 

of the Chinese Communist Party and the Chinese people, and that changing China's 

political system from the outside has not been-and should not become-an indicator of 

U.S. policy success. Nonetheless, in the absence of reform to China's political model, there 

may be an irreconcilable ideological tension between the United States and Chinese 

governments that will place downward pressure on the relationship and on some forms of 

international order. 

This material is distrib4ted by Capitol Coun~ LLC- on behalf of US-China Tra·nspacific Foundation. 
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The United States and China have managed ideological differenc::es over their domestic 

governance models for the past four decades and may be able to do so going forward. 

However, China's use of artificial intelligence applications for domestic surveillance 

technology-and Beijing's export of such practices around the world-may also place a 

sharper edge on ideological tensions in the relationship going forward, as ideology 

appears to find a technological vector. A profoundly important question for future analysis 

is whether China is expqrting a positive, ideological vision with which the United States 

must compete directly, or whether it is using ideologically defensively-essentially as a 

tool for regime survival. The answer would likely have implications for American policy, 

and U.S. strategists must consider both possibilities as they contemplate the role of 

human rights, democratic values, and the liberal model more broadly in any future 

regional strategy. 

5 To what extent is China a revisionist power, and what are the implications? 

Among the expert community, there is strong agreement that China seeks revisions 

to international rules and norms to accommodate China's political and economic model, 

yet this does not require it to create a new international system to replace the post-World 

War II international order. Primarily, China appears to seek some redefinition of existing 

concepts around human rights and to proffer new ones for iptemet governance. At a 

broader level, Beijing seeks to ensure international acceptance (or non-hostility toward) 

its state-led economic model and Leninist political model. · 

In general, China seeks to make the internationalorder friendlier to it, but at least at 

present, that approach seems to involve revisions to specific issue sets, rather than the 

wholesale overturning of a system. This approach is consistent with a China that is, in the 

words of one expert, a·"revisionist power but not a revolutionary one." 

Nonetheless, moderate revisionism that seeks to change some of the more liberal aspects 

of the post-World War II order raises significant questions about what a mixed-regime 

order might look like, or whether Chinese revisions will create alternative forms of order 

that may be incompatible with existing institutions and norms. Some in the expert 

community are concerned that China's growing global reach and influence will erode the 

efficacy of liberal values around the world, and with them, the potency of some 
This material is distributed by Capitol Counsel LLC on behalf of US-Chin·a Transpacific Foundation. 
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institutions and rules. American strategists should invest research energy in 

contemplating the forms a mixed-regime order might take, as well as its implications for 

U.S. interests, in order to fashion appropriate responses. 

6 Does China's state-interventionist. economic model militate towards new U.S. 

policy responses, including decoupling? 
/ . 

It is difficult to argue that there is a sound economic rationale 
for pursuing holistic economic decoupling. 

China appears committed to heavy state involvement in its economy, and prevailing 

international rules and norms appear ill-equipped to deal with China's economic model. If 

there is an effort to update the international rules-based economic order, the United 

States will have to play a leading role (e.g., through the modernization of the World Trade 

Organization, or through the United States and China jointly entering a trade bloc with 

common rules such as the Comprehensive and Progressive Agreement for Trans-Pacific 

Partnership). Fixating on the bilateral trade deficit and pursuing unilateral tariffs against 

China is unlikely to change Chinese behavior to address American concerns about market 

access, forced technology transfer, state-directed industrial policies to support national 

champions, overcapacity, and intellectual property protections. 

It is difficult to argue that there is a sound economic rationale for pursuing holistic 

economic decoupling as a general U.S. government policy. Widespread decoupling would 

isolate the U.S. economy, but would not necessarily alter China's own practices, unless the 
• 

United States could convince China's other top trading partners to follow the U.S. lead-a 

seemingly unlikely outcome. Efforts to decouple are unlikely to change America's overall 

trade balance with Asia, but would create adjustment costs on production, which would 

drive up prices on goods and generate inflationary pressur~ in the United States. Even if 

overall economic and supply chain decoupling seems infeasible, however, there may be 

more merit to exploring the relative costs and benefits of partial sector-specific 
This material is d_istributed by Capitol Counsel_ LLC o_n behalf of US-China Transpacific Fo_undation. 
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decoupling. The technology and manufacturing sectors may be more appropriate for this, 

and analysts should study the complex interactive sectoral reverberations that would take 

place. 

7 
Does U.S.-China competition eliminate the potential for great power 

cooperation? 

As the United States and China become more competitive, they increasingly risk locking 

themselves in an intensifying security dilemma, where one's actions make the other feel 

less secure, and mortgaging remaining forms of great power cooperation as a result. They 

have faced this dilemma for years, but as leaders in both countries increasingly embrace 

rivalry, the stakes and risks of that tradeoff mount. Do American efforts to cooperate with 

China on global issues like climate change or nonproliferation risk emboldening Beijing in 

other areas? Or does a tack towards confrontation create a self-fulfilling prophecy? There 

may be some risk in drawing sweeping conclusions about the incompatibility of U.S. and 

Chinese interests, because doing so diminishes pressure on policymakers in both capitals 

to manage differences and risks inviting the very sort of spiral discussed here. 

For the United States, however, some forms of cooperation 
with China may coexist comfortably alongside a more 
competitive approach. 

For the United States, however, some forms of cooperation with China may coexist 

comfortably alongside a more competitive approach. For the next few decades, much of 

U.S.-China competition will take place inside of Asia, whereas many of the most important 

agenda items for cooperation are global and include climate change and preventing 

pandemics and nuclear spread. Cooperation with China on global issues need not limit 

America's ability to push back against untoward Chinese behaviors or fashion a regional 

strategy to defend American interests. Nonetheless, experts must contemplate: Given that 

the economic relationship was long considered to be a ballast in the relationship and is 
.this material is distributed by Capitol Counsel LLC on behalf of US-China Tr~nspacific Fou_ndation. 
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now at the heart of competition, how can these two powers craft cooperative global 

agendas that are substantive, salient, and resilient to competition in other areas? If 

competition is to be managed constructively and in a rnanner that does not tip the 

relationship toward a purely adversarial dynamic, this is an essential task. 

Conclusion 

As the questions raised in this piece illustrate, there rem;iin profound unresolved debates 

about the scale of China's ambitions, the nature ofU.S.-China competition, and the 

factors that will shape the trajectory of the bilateral relationship. Although there is a 

strengthening consensus in the United States for taking a tougher approach toward China, 

there is not yet unanimity on the American interests that may be at stake in competition, 

the objectives for U.S. strategy with China and in Asia, or the question of how to prioritize 

those challenges posed by China's rise. These are essential tasks if the United States seeks 

to compete effectively. How the China-facing policy community addresses these 

questions, and whether Washington coordinates its responses to them with its traditional 

allies c1nd partners will, in tum, influence China's evaluation of the durability of America's 

strategy for the region. 

Order from Chaos 

A how-to guide for managing the end of the post-Cold War era. Read all the Order from Chaos content ►> 
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China and Russia will present a wide variety of economic, political, counterintelligence, military, and 
diplomatic challenges to the United States and its allies. We anticipate that they will collaborate to counter 
US objectives, taking advantage of rising doubts in some places about the liberal democratic model. 

Chinese-Russian Relations 

China and Russia are expanding cooperation with, each other and through international bodies to shape 
global rules and standards to their benefit and present a counterweight to the United States and other 
Western countries. 

• The two countnes have significantly expanded their cooperation, especially in the energy, 
military, andtechnology spheres, since 2014. 

• China has become the second-largest contributor to the UN peacekeeping budget and the third
largest contributor to the UN regular budget. It is successfully lobbying for its nationals to 
obtain senior posts in the UN Secretariat and associated organizations, and it is using its 
influence to press the UN and member states to acquiesce in China's preferences on issues such 
as human rights and Taiwan. 

• Russia is working to consolidate the UN's counterterrorism structures under the UN Under 
Secretary General for Counterterrorism, who is Russian. 

• Both countries probably will use the UN as a platform to emphasize sovereignty narratives that 
reflect their interests and redirect discussions away from human rights, democracy, and good 
governance. 

• China and Russia also have increased their sway in the International Telecommunication 
Union through key leadership appointments and financial and technical assistance. They seek 
to use the organization to gain advantage for their national industries and move toward more 
state-controlled Internet governance. 

EAST ASIA 

The United States will see mounting threats in Asia, including a variety of challenges from China and 
North K.orea, and rising authoritarianism in the region. 

China 

The Chinese Communist Party's Concentration of Power 

China is deepening its authoritarian tum under President Xi Jinping, and the resulting hardening of 
Chinese politics and governance probably will make it more dijf,cult for the leadership to recognize and 
coffect policy errors, including in relations with the United States and our allies and partners. 
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• President Xi removed one of the few remaining checks on his authority when he eliminated 
presidential term limits in March 201,8, and the Chinese Communist Party has reasserted 

_ control over the economy and society, tightel)ed legal and media controls, marginalized 
independent voices, and intensified repression of Chinese Muslims, Christians, and other 
religious minorities . 

. • The Chinese Government also is harnessing technology, including facial recognition, 
biometrics, and vehicle GPS tracking, to bolster its apparatus of domestic monitoring and 
control. 

• Beijing's increasing restrictions on scholars' and rese_archers' freedom of movement and 
communication with US counterparts may increase the prospects for misunderstanding and 
misinterpretation of US policies. · · 

Expanding Global Reach 

We assess that China's leaders will try to extend the country's global economic, political, and military 
reach while using China's military capabilities and overseas infrastructure and energy investments under 
the Belt a"d Road Initiative to diminish US influence. However, Beijing is likely to face political pushback 
from host governments in many locations, and the overall threat to US and partner interests will depend on 
the siµ, locations, and offensive military capabilities of the, eventual Chinese presence. 

• .Chin.a has built its first overseas militaty facility in Djibouti and probably is exploring bases, 
support facilities, or access agreements in Africa, Europe, Oceania, Southeast Asia, and South 
Asia. 

• In most instances, China has not secured explicit permanent basing rights but is using 
commercial development and militaty ties to lay the groundwork for gaining future militaty 
access. 

• Successful implementation of the Belt and Road Initiative could facilitate PLA access to dozens 
of additional ports and aiiports and significantly expand China's penetration of the economies 
and political systems of participating countries. 

The Coming Ideological Battle 

Chinese leaders will increasingly seek to assert China's model of authoritarian capitalism as an 
alternative-,-,,nd implicitly superior-'-development path abroad, aacerbating great-power competition that 
could threaten international supporl for democracy, human rights, and the rule of law. 

• The actions of Xi and his advisers---tloubling down on authoritarianism at home and showing 
they are comfortable with authoritarian regimes abroad~along with China's opaqu_e 
comrnerdal a.nd development practices, reward compliant foreign leaderS and can be corrosive 
to civil society and the rule oflaw. 

• At the 2018 Central Foreign Affairs Work Conference, Xi stated his desire to lead the reform of 
the global governance system, driving a period of increased Chinese foreign policy activism and 
a Chinese worldview that links China's domestic vision to its international vision. 
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• Beijing has stepped up efforts to reshape the international discourse around human rights, 
especially within the UN system. Beijing has sought nQt only to block criticism of its own 
system but also to erode norms, such as the notion that the intemati.onal cqmmunity has a 
legitimate role in scrutinizing other countries' behavior on human rights (e.g., initiatives to 
proscribe country-specific resolutions), and to advance narrow definitions of human rights 
based on economic standards. 

South China Sea and Taiwan 

We assess that China will continue increasin!f its maritime presence in the South China Sea and building 
military and dual-use infrastructure in the Spratly 1.slam/s to improve its ability to control access, project 
pawer, and undermine US influence in the area. A body of open°source reporting shows that China 
seeks to achieve effective control over its claimed waters with a whole-of-govermfient strategy, 
compel Southeast Asian claimants to acquiesce in China's claims-at least tacitly-and bolster 
Beijing's narrative in the region that the United States is in decline and China's preeminence is 
inevitable. · 

• Meanwhile, Beijing almost certainly will continue usi!}.g pressure an_d incentives to try to force 
Taipei to accept the One China framework and ultimately Chinese control, and it will monitor 
the US reaction as an indicator of US resolve in the region. 

• Since 2016, Beijing has persuaded six of Taiwan's 23 diplomatic partners, most recently 
Burkina Faso and El Salvador, to recognize China instead of Taiwan. 

Military Capabilities 

The People's Liberation Army (PLA) continues to develop and field adV11.nced ,wapons and hardware while 
honing its ability to fight in all military domains. The force is undergoing its most comprehensive 
restructuring ever to realize China's long-held goal of being able to conduct modern, rapid military 
operations based on high technology to assert and defend China~ regional and growing global interests. 

• PLA reforms seek to reinforce the Chinese Communist Party's control of the military, improve 
the PLA's ability to perform joint operations, increase combat effectiveness, and curb 
corruption. 

• As China's global footprint and international interests have grown, its military modernization 
program has become more focused on investments and infrastructure to support a range of 
missions beyond China's periphery, including a growing emphasis on the maritime domains, 
offensive air operations, and long-distance mobility operations. 
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Celebrating, and learning from, 40 
years of peace and prosperity 
Zhang Ping 

In this issue, we celebrate forty years of the 

official diplomatic relationship between 

China and the United States with exclusive 

insights from prominent leaders in both 

countries who have shaped the bilat_eral rela

tionship over the years. 

In an exclusive interview with our edi

tor-at-large James Chau, President Jimmy 

Carter recalls the pivotal discussions and 

intimate moments of friendship with Chinese 

leader Deng Xiaoping that fundamentally 

transformed the most important relation

ship in modern history. President Carter also 

shares his suggestions for the lessons the 

current leadership of both countries can 

draw on to prevent recent tensions from up

ending 40 years of peace and prosperity. 

This issue also features a special photo ret

rospective of the past 40 years, as well as 

exclusive interviews with, and articles by, top 

American and Chinese leaders from politics, 

diplomacy and academia. They shed light on 

the impact of 40 years of relations on the two 

countries and the world at large, as well as 

the prospects for the future as both coun

tries remain locked in tense negotiations to 

avoid a full-fledged trade war. 

While the future of the relationship remains 

open for debate, the need for engagement 

and cooperation is a recurring theme among 

experts from both sides. In an exclusive arti

cle, Harvard professor Joseph Nye argue that 

the U.S. should pursue a "cooperative rivalry" 

with China, rather than view China as an exis

tential threat. 

Contributor He Weiwen also looks at another 

historic event, China's reform and opening 

up, that coincided with the launch of official 

diplomatic relations. He Weiwen puts this 

moment into context and explains what it 

means for China and the world. 

Happy reading. 
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39 on 40: An Interview with 
Jimmy Carter 
The thirty-ninth President of the United States looks back on forty years 
of diplomatic relations with China, and providing solutions for mankind 
together. 

James Chau 
News Anchor 

China-US Fotus 

Jimmy Carter invented the 

post-presidency president. 

Since leaving the White House, he 

and his wife Rosalynn Carter have 

extended their legacies as global 

champions of civil and human 

rights, by safeguarding free elec

tions, building affordable housing, 

informing public policy on mental 

health, almost eradicating Guinea 

Worm Disease, and ensuring that 

inclusive prosperity and social 

justice are embedded in our col

lective conscience. 

Indeed, so deep is the impact of 

their work today, that instead of 

standing as a cavernous monu

ment in the long shadow of the 

presidential past, The Carter Cen

ter, and the extraordinary women 

and men who work for it, is a liv

ing exercise in faithful and moral 

leadership. 

But I also remember Jimmy Carter 

for what he achieved in the Oval 

Office: as a co-architect, with Deng 

President Carter in an interview with James 
Chau on January 17, 2019, Atlanta. (Photo: 
The Carter Center) 

Xiaoping, of the modern birth of 

U.5.-China relations, and for lever

aging the talent of'over a billion 

~embers of this human family for 

the improvement of mankind. 

When I first interviewed him last 

year on my 40th birthday a.t the 

house his parents built in Plains, 

Georgia, I left with a feeling that 

peace was possible. But, after 

our second interview on the 40th 

birthday of US-China relations, I 

left with a realization that peace is 

achievable if the leaders and the 

people of the two countries follow 

the example of the two men who 

began this story. 
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Jimmy Carter, the 39th President 
of the United State·s (Photo: The 
Carter Center) 

The following conversation was re

corded at The Carter Center in Atlan
ta, Georgia, on January 18, 2019: 

JAMES CHAU: I heard the story about 

you being born on the same day as 

China [October 1, 1924]. but you are 

25 years older? 

PRESIDENT CARTER: (laughs) That's 

right. 

JC: That makes you a great civiliza

tio_n! 

PC: Deng Xiaoping thought that was 

quite significant, that fate would let 

me have my birthday on the same 

day as the birthday of the People's 

Republic of China. 

_ Briefing Book - 225 covrn STORY D 

JC: Fate has played a beautifu I part 

in many areas of your life. You will 

forever be linked to the events of 

1979, but your story with China began 

much earlier - as a boy, when you 

gave a nickel a week to help build 

schools and hospitals for Chinese 

children. What interested you even 

back then about a country on the 

other side of the world? 

PC: I was a developed Christian, a 

Baptist, and our number one heroes 

in our lives were the women who 

went to China as missionaries for 

the Baptist convention. When they 

came home, we would be very excit

ed if they would visit our church and 

tell us about China. The missionar

ies asked all of the young people, I 

was only five or six years old at the 

time, if we would give five cents a 

week that would go towards building 

schools and hospitals to help the 

Chinese children, so I was very proud 

of that. When Deng Xiaoping and 

I had our meeting at the ·banquet 

at the White House, he asked me if 

there was any one wish that I had. I 

said, "Well, I wish that we could re

sume that relationship that we used 

to have when I was a child with our 

missionaries and with Christiani

tY:' He said, "What would you want 

specifically7" I told him that I would 

like to have freedom of worship in 
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China and the distribution of bibles 

and return of American missionaries, 

and he said "Oh, that's a surprise. I'll 

let you know tomorrow morning:· The 

next morning he S?id, "I've thought 

about it a lot and we will change the 

law to guarantee freedom of worship 

in China. We'll 

authorize the 

Briefing Bo.ok _-_ 226 __ 

before he had had some supper with Dr. 

Brzezinski and hi_s family. 

JC: I went onto Google and typed-in 'Jim

my Carter' and 'Deng Xiaoping' and saw 

all of these pictures. What was unusual 

was the level of physical intimacy that 

the two of you 

shared. Pictures 
distribution of 

bibles - but 

no missionar

ies:' He said 

the mission

aries that 

America sent 

over in my 

early boyhood 

looked upon 

themselves 

as better than 

"iV!aybe th~ most intimate 
friendship has passed, but I think 

the political incidences of life 
show that the n1ost important 

bilateral relationship on earth, to 
maintain peace and economic 

progress, is between the United 
States and China." 

of you holding 

hands, clasping 

hands ... 

PC: And embrac

ing. That's right, 

it was a warm 

relationship 

between me 

and Deng Xia

oping, and also 

the Chinese. 

They were 

arrogant and they also tried to change 

the Chinese culture, Since then, China's 

become the number one growth coun

try in Christianity, both in Catholicism 

and Protestantism. I think the largest 

bible distributor in the world is also in 

China, so I've been very proud of that. 

JC: Did he call you at 4am, like he did 

when he wanted to discuss education 

exchanges7 

PC: No, we met for breakfast as a mat

ter of fact for this one, I think the night 

between Mrs. 

Deng Xiaoping 

and my wife, 

Rosalynn. Even between Deng Xiaoping 

and my daughter Amy who was then only 

about 12 years old. I think all over Amer

ica, the reason that the new relationship 

between our two countries was accepted 

by the American people, which was quite 

a change by the way, was because of the 

effusive friendship that Deng Xiaoping 

inspired in his own personal charac

ter. He was full of fun and laughter. He 

was diminutive in stature, but he was a 

powerful and great mah in his spirit and 

towards America, and towards peace in 

Asia. 
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"/ looked a lot younger back then·; said 94-year-old President Carter; as he smiled at this portrait with Deng Xiaoping. The Carter 
Center, Atlanta, January 18, 2019. (Photo: Yue Jingsheng) · · 

JC: It's hard to imagine that happening today in 

the current climate. Do you think that the best 

is already past for the China-US relationship> 

PC: Maybe the most intimate friendship has 

passed, but I think the political incidences of 

life show that the most important bilateral re

lationship on earth, to maintain peace and eco

nomic progress, is between the United States 

and China. I believe that when logic prevails on 

both sides, that people of the countries and 

leadership both will realize that this is such 

an important relationship and it must be pre

served. I think t_he mutual respect, staying out 

of each other's private affairs, and not trying 

to impose our way of life on each other will be 

honored in the future. 

JC: You are unique in having achieved the great

est legacy of any former American president 

in history. Your Nobel Peace Prize in 2002 is a 

testament to that and recognized your work as 

a global moderator. How would you 'moderate' 

the U.S.-China relationship - not just the trade 

war, gut fundamentally, the mindset> 

PC: I think the best approach is to do what I 

had to do when I was President. We had an an

tagonistic relationship with Japan, and we had 

recently been at war, and much of our ·industry 

in America was moving towards Japan. Not only 

the manufacturing of clothing, shoes and shirts, 

but also automobiles and _television sets, was 

moving from A_merican manufacturers to Japa

rese manufacturers, they were selling it back to 
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us at reasonable prices but to their advan

tage. We had a lot of Americans leftover 

from the war who despised Japan and so 

we formed a rela(ionship where the Prime 

Minister of Japan and I appointed three, 

what we called "wise men": They were dis

tinguished statesmen on each side and 

those six people would meet in Tokyo, 

Hawai'i and Washington in a very quiet 

way. We never gave them any publicity, 

and they would advise me and the Prime 

Minister of Japan on the best ways to over

come differences. that were inevitably go

ing to arise. I would like to see something 

like that happen now between the United 

States and China. Just have three distin

guished people on both sides who have a 

great interest in the preservation of peace 

and harmony to meet privately and to give 

their advice to reconcile leaders of both 

countries. I'm going to write a letter to 

President Trump and advise him to estab

lish such a relationship, and I'm going to 

urge Xi Jin ping to do the same thing. 

... _ . _ _ .Briefing Book_- 228 _ 

JC: You are not just a historic leader, but a 

contemporary and current leader as well. 

The Carter Center is innovating a new ap

proach to people, by bringing together the 

expertise of China and the U.S. to serve 

health needs for people in Africa, where 

the h_ealth burden is greatest. How is that 

going to work> 

PC: We began these discussion_s at the fo' 

rums in 2012 in Beijing, and we followed 

that up in 2013 here [The Carter Center] 

and we've been going back and forth each 

year, with a distinguished group of people 

to meet scholars and statesmen. I think we 

see it now, that China has emerged on the 

international scene in a very glorious, ag

gressive and effective way in dealing with 

small countries, like in Africa. The United 

States, particularly The Carter Center, has 

been doing this for almost t~e last 40 

years. I think that's an area where we can 

continue to explore ideas, where the Unit

ed States and China, and the Chinese and 

. ''Just have th fee disthig1.1ishedpt!6fl]t! on both sides who ha.Ve 
a great interest in the preservation of peace and harn1ony to.· 

. nieet privately and to givetheir advice tp\econcile leaders of . 
. both countries.f m going to write a letter to President Trump 
and advise hi1n to establish such a relationship, and I'm 

,gqingto urge .XJJlnpingto dot\).e.samt? Jhing.,, 
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