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US-China ties wobble as trade war escalates 

By Robert A. Manning Source:Global Times Published: 2018/3/13 
21 :38:40 
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Illustration: Liu Rui/GT 
Since China began its reform and opening-up in late 1970s, growing 
trade and investment ties have been a key pillar of Sino-US relations. 
But US Pres.ident Donald Trump's recently imposed 25 percent steel 
tariffs and 1 O percent aluminum tariffs oil China arid others el(portiilg 
those goods to the US is just the start of nationalist economic policies 
th.at not only strain US-China ties, but put the enti.re global trade regime 
at risk. 

There is little dispute that steel and aluminum overcapacity is a problem. 
But Trump invoked a rarely used sei;tion of US trade law, Section 232, 
charging steel and aluminum imports were a threat to US national 
security. 

This is an escape clause of WTO rules, i.ntended for wartime situations, . 
and almost never used because it opens the door to chaos: any nation 
can claim any imports thre.aten their national security - there is no 
objective criteria. In the US case, with most steel imports from Canada, 
·Mexico, Japan and South Korea - it is a transparently absurd claim. 

Though China accounts for only 2 percent of US steel imports, much of 
Trump's rage against the international trade system is driven by his long-
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held view that China's trade abuses, subsidies and industrial policies are 
a major cause of the decline of US manufacturing. In 2017, the US trade 
deficit with China was $375 billion, the largest on record and accounted 
for nearly two-thirds of the total US global trade deficit. But reluctant to 
negotiate a more balanced trade relationship that both sides agree it 
needed, Trump has asked China to devise a plan to reduce its bilateral 
trade surplus with the US by $100 billion. 

This reflects Trump's odd, zero-sum view of trade, which defies 
economics, history and global supply chains. ta Trump, the measure of 
any bilateral trade relationship or trade agreement is simply whether or 
not the US has a trade deficit. 

But a trade deficit does not mean that one side gaihs and the other has 
nothing. It is a voluntary exchange: If I buy a car, I may have a $30,000 
deficit with the car dealer. But I have a new car. 

That is the very basis of trade. Trade deficits are a result of macro
economics - a nation's savil)gs and investment, and budget deficits, 
whether it consumes more than it produces. Trade agreements are 
designed to expand market access for trading partners' respective goods 
and services, not to guarantee outcomes, surpluses or deficits. 

Trump calls for "reciprocal, fair and open tradei' But to Trump fair means 
the US has no deficit. By that measure, "fair'' trade is an impossible 
standard. It is why Trump rejected TPP, is renegotiating NAFTA and the 
US-Korea Free Trade Agreement, and why he refuses to negotiate any 
multilateral trade deal. 

However, Trump has a point, US public opinion blames trade for many of 
its woes, though most job losses this century are due to technology, 
robotics/automation. Nor is it unreasonable to update trade accords to 
shape new rules for digital commerce, emerging technologies and the 
environment. The WTOfailure to complete the Doha trade round reflects 
flaws and it is not well-equipped to address issues raised by rapid rise of 
emerging economies, most dramatically China, now the world's No.1 
trading power. Few dispute that the WTO needs reform, and recent 
agreements between the US, EU and Japan suggest reform negotiations 
may soon begin. 

But Trump, as his steel tariffs reflect, is pursuing unilateral US remedies, 
which is hi~ preference, rather than update and work through the 
multilateral trade system. 

This approach will soon drop a bombshell on US-China economic 
relations. Next month, Trump will announce the results of a Section 301 
trade investigation to determine if China's policies and practices in 
regard to, "technology transfer, intellectual property, and innovation are 
unreasonable or discriminatory and burden or restrict US commerce." 

The investigation, which began last August, is examining whether China 
has violated intellectual property laws or stolen software, technology, 
unfairly pressured US firms to transfer technology and/or form joint 
ventures in order to invest in China. There is serious concern in Silicon 
Valley that Trump will not only impose sanctions on China, but may bar 
investment from Chinese SOEs and many private firms in the US 
technology sector. 

In addition, there is legislation in the Congress to tighten restrictions on 
foreign investment in the tech sector. This could disrupt both US and 
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Chinese tech innovation as there is much cross-investment and 
collaboration among both nations' tech industries. The US is especially
concerned about efforts to develop standards for 5G broadband 
technology .as wen as Artificial Intelligence and other technologies in 
Beijing's "Made in China 2025"policy. 

Tnese developrne11ts could create irnmense tension in already volatile 
US-China ties. Trump's goal of reciprocity in trade and investrnent is 
reasonable. The issue is how to best achieve it. Trade conflict is more 
likely to grow and spin out of control with Trump's unilateral tactics. A 
better approach Would be to finish negotiations on a pending USaChina 
Bilateral Investment Treaty (BIT). A robust BIT with few sectors excluded 
could be a useful mechanism to ensure rnore reciprocal economic 
relations. In the meantime, US-China economic ties are in for a wild 
roller coaster ride. 

The author is a senior fellow of the Brent Scowcroft Center for 
International Security at the Atlantic Council and its Foresight, Strategy 
and Risks Initiative. Follow him on Twitter @Rmanning4 

Posted in: VIEWPOINT,CHINA'US 
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China must be ready for looming trade war 

Source:Global Times Published: 2018/3/14 22:48:41 

President Donald Trump is seeking to impose tariffs on up to $60 billion 
. of Chinese imports and the US will target the technology and 
telecommunications fields, Reuters reported Wednesday citing two 
people at the administration who had discussed the issue. 

As CIA Director Mike Pompeo, considered tough on China, will take up 
the position of US secretary of state, Washington may step up its 
aggressive policy on trade with China. Tensions will likely flare up in 
Sino-US relations. 

China has to brace for trade wars both in strategy and mentality. Beijing 
needs to give Washington head-on blows in a similar manner and must 
not be soft. 

The Trump administration believes it can overwhelm China and gain far 
more returns than losses by imposing tariffs. Over one year in office, 
Trump's foreign policies have worked smoothly except for on the Korean 
Peninsula. When visiting other countries he was exceptionally received 
and brought back promises of investing in the US and buying more 
American products. 

Having not suffered from his tough approach to foreign policy, Trump 
must think all his actions have been vindicated. Thus he kicked out a 
few globalists from his team such as Rex Tillerson and Gary Cohn and 
brought in more hawkish officials. 

Washington has to understand that Trump would deploy his "I dare do 
anything" image better as a bluff, but not really mean it. 

lfthe US indeed wages a worldwide trade war, ii will find itself in an 
awkward position. 

The US is still the world's most developed country, topping others in a 
multitude of sectors from technology to finance. Its trade deficit is not the 
only index to measure US economic and social development. 

If the US wants to reduce its trade deficit, it has to mak.e Americans 
more hard-working and conduct reforms in accordance with i.nternational 
market demand, instead of asking the rest of the world to change. It's 
unreasonable to play victim. 

By hanging tough, Trump wants to gain as many benefits as possible for 
his country so as to appease his voters and win re-election. He has done 
well at this until lately. 

But he shouldn't invoke confrontation. Once a trade war starts, capable 
countries won't bow to the US. China has tried hard to avoid a trade war, 
but if one breaks out, appeasement is not an option. 
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Since the countries that the US targets are more resilient politically, the 
Trump administration is likely to end up as the first to collapse. 

The Trump administration will pay dearly if its toughness causes the US 
to suffer heavy losses. Its only resource in support of toughness 
compared with previous administrations is Trump's personality, which is 
not widely welcomed. Beneath his aggressive demeanor is a brutal 
reality. 

China won't allow itself to be trampled upon. Perhaps it is China's 
destiny to struggle with the US only in order to teach Washington a 
lesson. In which case, so be it. 

Posted in: EDITORIAL 

blog comments powered by Disqus 
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China rejects Pentagon report for false speculation of its nuclear devt 
program 

Source:Gl.obal Times Publ.ished: 2018/2/4 13:08:39 

China's defense ministry said that the Pentagon's nuclear posture review 
released on Friday is an improper speculation toward China's 
development intent, and exaggerates China's nuclear power threat. 

"China has been holding a restrained attitude in nuclear weapons 
development and keeping its nuclear power at its lowest level based on 
national security needs," Ministry of National Defense spokesman Ren 
Guoqiang said on Sunday. 

The nuclear posture review should correctly view the trend of the times. 
Peace and development are the irreversible trend, and the US, as the 
country with the world's largest nuclear stockpile, should .follow the trend, 
not pursue another direction, Ren said . 

. "We hope the US abandons its Cold War mentality and takes special and 
primary_ responsibility in nuclear disarmament," he said, 

"The US.should correctly understand China's strategic intent and 
objectively view its national defense and military construction to work 
with China to make the two armies the stable factors in Sino-US ties 
and to maintain world and regional peace, stability and prosperity." Ren 
noted. 

"China firmly pursues a peaceful development and a national defense 
policy defensive in nature. China always observes that stance," Ren 
said. 

"China remains firmly committed to the policy of no first use of nuelear 
weapons under any circumstance. It unconditionally does not use or 
threaten the use of nuclear weapons against non-nuclear weapon states 
or nuclear weapon-free zones," Ren reaffirmed. 

The US Defense Department on Friday released its 2018 Nuclear 
Posture Review, saying China's "lack of transparency regarding the 
scope and scale of its nuclear modernization program raises questions 
on its future intent." 

Posted in: MILITARY 
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US lawmakers vent anxiety via Taiwan bill 

Source:Global nmes Published: 2018/3/1 22:53:40 

The US Senate on Wednesday passed the Taiwan Travel Act with 
unanimous consent. As the bill passed the House of Representatives 
without opposition in January, t_he legislation only needs President 
Donald Trump's signature to become law. 

It's extremely unusual for both houses of Congress to unanimously vote 
through a bill that would severely jeopardize Sino-US relations. This 
reflects growing nationalist sentiment in the US in the face of China's 
rise. Bellicosity has peaked in Congress and legislators approved the bill 
to vent their anxieties about China. 

We urge Trump to stay clear-minded, and veto the bill. Although he may 
face pressure from Congress, standing firm on the one-China policy - the 
political basis of Sino-US relations - and maintaining the steady 
development of bilateral ties will earn Trump support during his term in 
office and aid his re-election campaign. 

China should rationally analyze the direction of the US' Beijing policy and 
respond accordingly, based on its capability. This is more feasible than 
persuading the White House. 

America_n el_ites are apparently more hostile against China, and as a 
result, the Ta_iwa_n question has quickly become a trump card for 
Washington. But the US is not resolved in taking concrete steps to 
challenge Ch_i_na's bottom line. It is considering using the Taiwan card to 
intimidate China so as to disturb the game between China and the US. 

China cannot always dance to the tune of the US. It should handle its 
tie_s wit_h the US based ·on its own arrangements and hence marginalize 
the role of the US Congress in the Taiwan question. 

Economically, Taiwan is highly dependent on the mainland. 

Militarily, the strength of the People's Liberation Arrny has fundamentally 
changed the military and political situation across the Straits. 

Diplomatically, Taiwan's "allies" have established diplomatic ties with the 
mainland one after another. The US Senate's passage of the bill is of no 
strategic significance to the cross-Straits situation. 

The Chinese mainland should push to make sure the Democratic 
Progressive Party (OPP) faces the consequences for upgrading 
exchanges with the US until it quits the game or when the OPP is 
deprived of power by the Taiwan voters. 

China shouldn't be led by the nose by American anti-China politicians. 

Thanks to its rapid growth, thE! Chinese mainland is now granted 
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unparalleled strategic initiative across the Taiwan Straits. And it cannot 
possibly be taken away by US lawmakers. 

Pro-independence forces are a card Washington can play against China. 
The Chinese mainland can make targeted measures against pro
independence forces in Taiwan. 

Being used. by Washington and getting mired in long-term Washington
mainland hostility is never a good choice for Taiwan, which is something 
Taiwanese society has the rationality to realize. 

Blocking the US from passing the Taiwan Travel Act is difficult. The 
mainland can choose to handle cross-Straits ties in accordance with its 
own agenda. 

Posted in: EDITORIAL 
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Xi meets South Korean official, vows to push for political solution 

By Yang Sheng Source:Global Times Published: 2018/3/12 21 :53:39 

SK appreciates China's guiding role on peninsula issue 

Chinese President Xi Jinping met with South Korea's national security 
adviser Chu_ng Eui-yong in Beijing on Monday, and encouraged all 
parties to stick to denuclearization, peace and stability in the peninsula 
as the fundamental tasks. 

Xi said China will keep pushing for a political solution, according to a 
Chinese foreign ministry statement on Monday. 

Chung delivered South Korea's "sincere appreciation" to China's 
"important and guiding role" for pushing the positive change over the 
peninsula issue. He said South Korea expects China to keep playing an 
important role and South Korea will closely coordinate with China to 
maintain detente. 

"Both the US and South Ko_rea have praised China for pushing the 
positive change in the situation, and this shows that these two countries, 
which used to blame China for 'not doing enough to stop North Korea' 
and refused Ch_i_na's proposals, have finally understood China's efforts 
and accepted China's suggestion," Lii Chao, a research fellow at the 
Liaoning Academy of Social Sciences, told the Global Times. 

On Friday, Chung told the media in Washington after meeting with US 
President Donald Trump that Trump would meet North Korean leader 
K_im Jong-un "by May to achieve permanent denuclearization." Later the 
same day, Trump tweeted, "Meeting being planned." 

Xi and Trump a_lso spoke on the phone, at Trump's request, on Friday to 
talk about the possible meeting, the Xinhua News Agency reported. 

It has been proven that Xi is right to insist on a dialogue between the US 
and North Korea, Trump said on the phone, adding that the US highly 
appreciates and values China's significant role in resolving the Korean 
Peninsula issue, and is willing to strengthen comrnunication and 
coordination with China over the issue. 

China's crucial role 

A key reason why the peninsula situation did not lose control is China's 
tough and firm opposition to any war and chaos in the peninsula, 
otherwise the US would really have taken military action against North 
Korea, Lii said. "In other words, China .is safeguarding the bottom line for 
peace." 

Apart from conflict prevention, China also played an important role in 
guiding the situation to a positive change, said Cheng Xiaohe, an 
associate professor at Renmin University of China's School of 
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International Studies. 

"China didn't do what the US and South Korea had requested before, 
which would push North Korea into a corner. China has always made 
efforts in the UN Security Council to prevent the sanctions from hurting 
:North Koreans," Cheng said. 

"If North Korea collapsed due to the harsh sanctions, the situation would 
have been much more difficult. Problems like refugees, military conflicts 
and nuclear proliferation will hurt every country in the region," Lu added. 

Trump had said several times in 2017 that he was "very disappointed" 
with China for not doing enough to stop North Korea's weapons program. 
On August 22, 2017, the US Treasury Department announced sanctions 
against some Chinese companies for what they claimed was "supporting 
North Korea's nuclear weapons development." 

On the other hand, China is also fulfilling the UN Security Council 
resolutions to pressure North Korea even at China's expense to make 
the sanctions effective, Cheng noted. 

"There is no denying that the sanctions launched by the international 
community, including China, _have had a serious impact on the North 
Korean economy and drove Pyongyang's policies," Lu told th·e Global 
limes. 

Although Trump has already agreed to meet Kim, White House press 
secretary Sarah Sanders said at a press conference on Saturday that 
Trump will not meet with Kim unless North Korea takes "concrete and 
verifiable actions" toward denuclearization, CNN reported. 

"Denuclearization and stopping nuclear and missile tests are significant 
compromises already, and without negotiations, North Korea is unlikely to 
make concrete and verifiable actions, but it's possible to see North Korea 
expressing sincerity by releasing detained US citizens," Cheng noted. 

Newspaper headline: Xi meets S.Korean envoy 

Posted in: DIPLOMACY 
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US and China can keep bilateral ties on track: China Daily 
editorial 
[g bu_rl.cc/29cv0U 

Viewed through a pessimistic prism, it would appear that China and the United States are on a collision course, 

since the US has identified China as a rival and "revisionist state" seeking to .undermine the Pax Americana. 

Most, if not all, recent US military deployment in the Asia-Pacific is believed to have China as a potential target, 

if not the target. Likewise, the trade tariffs that are being implemented by the Trump administration are 

regarded as aimed at China, although China is far from being the only victim. 

Not to mention that Washington is weighing up the merits of a proposed multilateral regime to counter" 

balance Beijing's Belt and Road Initiative. 

It is not hard to see why Beijing is concerned about the way it is being perceived. 

It will not be easy for Beijing to convince Washington it has no intention to overthrow the US-led world order. 

Nevertheless, it continues to try. 

Although both Beijing and Washington remain reticent about t.he specifics of the recent visit to the US by l.iu 

He, a member of the Communist Party of Chin.a Political Bureau and director of the General Office of the 

Central Leading Group for Financial an.d Economic Affairs, Liu conveyed at least two messages vital to present

day China-US relations, namely China wants cooperation and it remains committed to reform and opening-up. 

Previously at this year's World Economic Forum in Davos, Liu promised reforms "way beyond what people can 

imagine". The Trump administration, meanwhile, is preoccupied with actual gains in dealing with China. If such 

attitudes persist, both parties would surely benefit from being pragmatic, and not just in trade. 

At a news conference preluding the National People's Congress annual session, the NPC spokesperson stressed 

that differences and divergences do not necessarily lead to confrontation, and he urged both sides to show 

mutual respect, increase strategic mutual confidence, avoid strategic misjudgment, focus on mutually beneficial 

cooperation, properly manage divergences, and make sure bilateral ties advance "on the right track". 

Chi ha does n.ot want a t.rade war, but if the US takes actions to hurt its interests, it will take counter-measures. 

Washington's trade move risks leading to an adversarial economic standoff. 

However, given the Foreign Ministry's report of a bilateral consensus from Liu's visit on cooperation and no 

confrontation, it is to be hoped we can view China-US interaction more optimistically. 
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Washington's economic nationalism will bring chaos to international order 

By Li Haidong Source:Global Times Published: 2018/3/14 21:13:40 

Illustration: Liu Rui/GT 

US President Donald Trump formally signed proclamations to impose 
steep tariffs on imported steel and aluminum on March 8. The US will 
slap a 25-percent tariff on imported steel and 1 O•percent on aluminum in 
15 days with initial exemptions for Canada and Mexico, adding that 
waivers could be made for other countries through negotiations. The 
proposed tariffs have triggered strong reaction in the US and other 
countries are paying close attention to their unintended consequences. In 
fact, imposing high aluminum and steel tariffs indicates that Trump has 
misinterpreted both the US economy and others' normal approach to 
pursue economic growth. 

The US enjoys sound growth. Its economy tops the world and hi-tech 
industry leads the globe. The country has witnessed steady economic 
growth and remarkable improvement in employment, personal income 
and people's livelihood over the years. Its prosperity derives mainly from 
the current world economic order and therefore, it is the top beneficiary 
of the current global free trade system. 
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However, instead of promoting mutual benefit and extensive exchange 
with other major economies, Trump has resorted to high tariffs that may 
disrupt global trade order. This shows US government misunderstands 
globalization and ignores Americans' demand for better employment and 
higher personal income. Such short-sighted economic nationalism will 
cause chaos in the US and hurt global economic order. This may als.o 
lead to the stagnation of US economy. 

Trump's tariffs are a manifestation of political opportunism. He blamed 
the US' enormous trade deficit and high unemployment on other 
countries during the 2016 presidential election, rather than addressing 
the actual causes. Politicizing economic issue.s is a characteristic of the 
Trump administration. His extreme step to resolve economic problems 
will likely exacerbate the existing political divide and political polarization 
within the country and even worsen political conflicts between the US 
and other major economies. 

Imposing steep tariffs will impede US economic growth and thwart 
political reconciliation, and even hurt Washington's global influence and 
trigger turbulence in the international order. Actually, by imposing tariffs, 
Trump is trying to woo his supporters so that he can reap gains in the 
2020 presidential election. However, such behavior will damage the 
interests of more groups and isolate the US in dealing with global affairs, 
which will reduce the possibility of Trump and his party winning the 
midterm elections and the 2020 presidential race. 

Trump's claim t~at Beijing is to blame for US trade deficit will not only do 
no good to the latter's skewed foreign trade, but also cast a shadow on 
its efforts to boost the economy, leading to strained ties between China 
and the US. The moderate voices backing globalization in the irump 
administration either resigned or have been gradually marginalized in the 
government. Now Trump is surrounded by figures with twisted ideology 
or the mind0 set favoring geopolitical contest. 

China-US business ties are being viewed through an outdated Gold War 
prism, which includes strategic competition in the political, economic and 
geopolitical spheres. Mutual benefit, the essence of Sino-US business 
relations, has been undermined as the Trump government gradually sees 
trade deficit with China as a drawback. 

China-US trade imbalance is related to the US' controls on high-tech 
exports to China and imported goods from China for security reasons. 
The US has stepped up restrictions on certain areas that exhibit 
enormous potential for bilateral cooperation but blames its trade deficit 
on China. This is the US way of assessing trade relations with other 
nations. Such an outmoded way will only result in rising trade rivalry 
between the US and other major economies including China. 

The US will suffer due to its unscrupulous attempt lo pursue economic 
interests at the expense of other countries, a lose-lose situation for 
Washington and other major economies. 

The author is a professor with the Institute of International Relations al 
China Foreign Affairs University. opinion@globaltimes.com.cn 

·Posted in: VIEWPOINT 
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In wildest imagination of US think tank, China would 'decapitate US 
leadership' 

By Yang Sheng Source:Global Times .Published: 2018/2/22 21:23:40 

US think tank says China would 'decapitate US leadership' 

A US think tank report which envisions surprise attacks from China and 
Russia in "the return of great power competition" shows that some US 
elites have misc.alculated China's strategic intentions, analysts said. 

The report of the Center for Strategic and International Studies (CSIS) 
was released on Tuesday. It covers multiple possible "surprises" 
launched by Beijing and Moscow i.n strategic, diplomatic, military and 
technologic areas, such as a.n attack by Beijing on Taiwan; "Chi.na 
attacks Vietnarn"; "Panama declares neutrality i.n US-China conflict," and 
even includes "decapitation of US leadership." 

This kind of simu.1.ation or analysis is nothing new at aH for US think 
tanks or intelligence agencies, but it usually won't go public, said Diao 
Darning, an associate professor at t_he Renmin University of China in 
Beijing, told the Global Times on Thursday. "Since the CSIS made it 
public, it shows that US elites accept 'the return of great power 
competition,' and also reflects Western anxiety over the global power 
transition.'' 

The Trump administration said in its National Security Strategy released 
in December 2017 that "great power competition has returned" and 
clearly identified China and Russia as its "competitors." 

Unfortunately, it also shows that some US elites and scholars can only 
use the "Cold War mentality" to analyze China's national intentions and 
get the wrong answer, due to the lack of understanding of China's 
characteristics and culture, Diao said. 

The title of the report is "Coping with Surprise in Great Power Conflicts" 
written by Mark Cancian, a senior adviser at the CSIS International · 
Security Program. The report's cover page shows the sinking of US 
vessels at Pearl Harbor after the Japanese attack during the World War 
II. 

Taiwan has become a hot-button. issue for US think tanks on Asia-Pacific 
security. Aside from the CSIS report, US Congressman Ted Yoho said at 
a workshop held by a Washington-based think tank Project 2049 Institute 
on February 14 that "[US] Congress will never allow Taiwan to be used 
as a 'bargaining chip' in some grand geopolitical arrangement.'' 

"This is ridiculous and hilarious. The US is the country which has always 
wanted to use Taiwan as a 'bargaining chip' when dealing with the 
Chinese mainland, and the Taiwan Question is related to sovereignty, 
which is totally nonnegotiable for China," said Li Haidong, a professor at 
China Foreign Affairs University, told the Global Times on Thursday. 
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'Detached from reality' 

Cancian said in the report that "It is not an attempt to project the future. 
Rather, it seeks to do the opposite: explore the range of possible future 
conflicts to see where surprises might lurk." 

US think tanks like the CSIS and the RAND Corporation have always 
conducted research or analysis which touches on the most extreme 
phenomenon, so it is not very surprising for us, but making it public is 
meant to deter its rivals, said An Gang, a member of the academic 
committee at the Pangoal Institution, a Beijing-based think tank. 

"CSIS probably wants to use shocking cases to show its presence in the 
US strategic circle and attract attention. However, its imagination is 
extreme and detached from reality, so it might have a negative impact on 
its reputation and credibility," Li added. 

China should not be affected by how the US thinks, Diao said. "A great 
power needs to act accordingly. We need to firmly stick to the right track 
of our deveJopment and not care too much about what the US elites fear 
or worry about." 

"At the same time, China needs to try its best to avoid other countries' 
concerns and miscalculations. When other countries stop worrying and 
the US remains the only country which miscalculates China, then it 
would be the US' problem," Diao said. 

Newspaper headline: China threat illusion grows 

Posted in: DIPLOMACY 
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US' Taiwan Travel Act challenges Beijing's red line 

By Ling Shengli Source:Global Times Published: 2018/2/13 20:08:39 

Illustration: Liu Rui/GT 

The US Senate Committee on Foreign Relations last Wednesday passed 
the Taiwan Travel Act without amendment. The step is another test of 
the legislation after it was approved by US House of Representatives last 
month. Once passed by the Senate and signed into law by US President 
Donald Trump, the bill will have unimaginable consequences. 

The Taiwan Travel Act encourages high-level visit exchanges between 
the US and Taiwan, which is a disguised restoration of previous inter
state relations a.nd serious deviation from the one-China policy. US 
Congress believes that since the Taiwan Relations Act, there has been a 
lack of effective communic.i.tion between the US and Taiwan, which 
hindered the development of ties. Hence, the US thinks the frequency of 
mutual visits would contribute to better ties. 
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After the establishment of diplomatic relations between Beijing and 
Washington, "diplomatic ties" between the US and Taiwan became 
naturally invalid, but their interaction did not end completely. Because of 
China's influence and US' respect for the one-China policy, Washington 
hasn't gone all out with visits between Taiwanese and US officials. 

If the Taiwan Travel Act is signed into law, it would possibly allow all 
high-level officials frorn the two sides to exchange visits, which will rnark 
a radical change in interactions, although the US administrative 
department may remain restrained during implementation. 

The Taiwan Travel Act challenges the bottom line of the Sino-US 
relationship, heavily undermining the one-China policy and the three 
Sino-US joint cornmlmiques. 

The Taiwan question constitutes China's core interests and has been a 
sensitive is.sue between Beijing and Washington for quite some time. It 
has been about 40 years since China and the US established diplomatic 
ties, yet the White House has been playing tricks over the Taiwan 
question. The US not only sells arms to the island and maintains official 
contacts with it, but also implements its Taiwan policy as one of its 
domestic policies, which is interference in China's internal affairs. 
Washington is doing so because its goal is to contain China. As a crucial 
pawn in the US' China policy, Taiwan can be used to pressure Beijing. 

Many previous US administrations had complied with. the one-China 
policy in public but opposed it in private. Nevertheless, it is rare to see a 
US administration publicly denying the policy. When Trump first assumed 
office, he tried to make the one-China policy a tradable good between 
Beijing and Washington, yet after China's objection, Trump said he will 
support the policy in his first phone call with Chinese President Xi 
Jinping. 

This official statement by the US' top leader is supposed to be a promise 
between the two countries, but some people in the US won't stop stirring 
up troubles by piling pressure on China over the Taiwan question. 

The Taiwan Travel Act as a matter of fact is not a good thing for the 
island. It actually pushes Taiwan to the forefront of confrontation between 
Beijing and Washington. THe legislation has sent a wrong signal to 
Taiwan. It made pro-independence forces on the island mistakenly 
believe that US has abandoned the one-China policy and they may 
challenge the policy more audaciously. Once they cross the red line of 
China's Anti-Secession Law, tension and confrontation across the Taiwan 
Straits will likely surge and the island will lose the chance of benefiting 
from peaceful cross-Straits ties. 

The US should stop testing China's determination over the one-China 
policy. Once the Taiwan Travel Act goes into effect, the foundation of 
Sino-US relationship will be shaken and damage to the ties will be 
immeasurable. 

Taiwan is an inalienable part of China's territory. If any US high-level 
official pays an official visit to Taiwan, Beijing will treat it as severe · 
provocation and adopt all possible countermeasures, including uniting 
Taiwan by military force. 

The author is secretary-gen·eral of the International Security Study 
Center at China Foreign Affairs University. opinion@glob.iltimes.com.cn 
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UNDERSTANDING CHINA'S RISE UNDER XI JINPING ' . 

THE HONOURABLE KEVIN RUDD 

26TH PRIME MINISTER OF AUSTRALIA 

PRESIDENT OF THE ASIA SOCIETY POLICY INSTITUTE 

ADDRESS TO CADETS 

UNITED STATES MILITARY ACADEMY, WEST POINT 

MONDAY 5 MARCH 2018 

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 British at Yorktown in 1781. It followed 

I.he decision by President Thomas Jefferson to est.ablish the Un.ited States Mililllry Academy just 

after his inauguration in 1801. Indeed the United States continental army first occupied this place 

on 27 January 1778, barely two years into the Revolutionary 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, Chin.a was at its height. In 1799, the Qianlong Emperor died, 

having reigned for over 60 years. His grandfather, the Kangxi Emperor, had reigned for 6 I 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 States 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 W artgxia. 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 at 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 off the navigation charts of James Cook taken some 13 years before, 

and in 1788 established a convict colony and t.he first European settlement in what we now 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 X.i Jinpjng, as of the very day he first came to power as General Secretary of 

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

of"national renaissance" (guojia foxing}. 

Xi Jinping, in rallying his party to a future vision for his country, looks deeply to China's history 

as a source of national 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 in this great military academy, it means that we must also take time to understand Chin11's 

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

perceives its own national destiny in the turbulent world ofthe 21st century. 

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, and technological forces that are washing 

over its future. 

Over the last 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 

your 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 tnost 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 u.nderst.and Ch.ina's 

view of the future of its own country-its politics, its economics, its society. Xi Jinping lies 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" aH 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 

suicide. 

None of this is for the faint-hearted. It says much about the inherent nature of a Chinese political 

system which has rarely managed leadership transitions smoothly. But it also points to the 

political skill-cr;ift of Xi Jinping himself. 

Xi Jinping is no political neophyte. He has grown up in Chinese party politics as c.onducted 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 have 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 i.ntema.l 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 thf 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 Communisi Party. Xi now chairs six top-level "leading 

small groups" as well as a number of central committees and commissions covering every major 

area of policy. 
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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 appointment_s 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, but th_is 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 National 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-Ch_ina relationship, 

A fifth manifestation of Xi Jinping's accumulation of unchallenged personal power has been the 

decision to remove the provision of the 1982 Chi_nese State Constit1.1tion, which imposed a lim_it 

of two five-year 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 l_oom large as a dominant figure notj1.1st in Chinese history, but in world 

history, in the twenty-first century. It will be on his watch that China 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 intellectual software, combined with the political 

hardware of raw politics, which form the.essential qualities ofhigh political leadership iii 

countries such as China. 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 of personal power in the hands of Xi Jinping alone, mindful of the lessons from 

Mao. In particular, the decision to alter.the term-limits concerning the Chinese presidency has 

been of great symbolic significance within the Chinese domestic debate. State censorship was 

immediately 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 Chin.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 mote 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 resentments 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 Jin ping political j uggemaut in the foreseeable 

future. But what these constitutional 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 

Everything", 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 

employment through a loss of competitiveness, large-scale automation or artificial intelligence. 
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However, militating against any 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 Chinese Communist Party and the state. Xi J inping loyalists have been placed in command 

ofaJI 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 should never forget that the Chinese Communist Party is a revoh.1tionary party which makes 

no bones about the fact that it obtained power through the.barrel of a gun, and will sustain power 

through the barrel ofa 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 ofa 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, step0 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 Tiananmen in 1989, by and large this 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 into a Western-style social democratic party as part ofa 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 me in 2001-2 that China had concluded this debate, there would be 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 Zedong. 

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 ot.hers? 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 a.bsence 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 internal debates 

were concluded a decade before Xi's rise to power. The rise of Xi Jinping shoulcl 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 of authoritarianism that China's new leadership now 

seeks to entrench. 

I see this emerging political system 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 mote narrowly defined, ideological 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 that 

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 core 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 thdmportance 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 2013 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 a.ccorded to ideological 
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education a,cross the entire Chinese system. But it's more sophisticated than a simple 

unidimensional ideologica1 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 ofChi_nese 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 comfortable historical accompaniment to the 

current imperatives for a strong, modern 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 hierarchical Confucian state. By corollary, 

China's historical greatness has neve~ 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 modern adaptation of its own indigenous political legacy in the 

fonn of a Confucian, communist state. 

Xi Jinping's View of the Economy 

A third characteristic of China's "new authoriwianism", 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 

familiar 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 are familiar 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 t.erms, China's first phase of economic reform (1978-201:Z) was characterised by small

scale, local family enterprises, involved in light industry; low-wage, labour-intensive 

manufactJring 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 w.i,s 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 sh ate of China's state owned enterprises, which were to be 

constrained to certain, critical strategic industry sectors; the flourishing of the services sector, 

particularly through the agency of digital commerce; "leapfrogging" the West in critical new 

technology sectors, including biotechnology, and .i,rtificial intelligence; an.d aH wit.bin 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 deci.sion ofM1;1rch 2013. 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 overthe 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, bot.h in policy direction but more critically, i.n 

defiance of the usual skepticism about China's capacity to innovate, in actual economic 

performance. 

Second, we also measured progress in Chinese environmental reforms, in particular the reduction 

in the PM! measures of air pollution across China's major cities over the last two years. 

However, i.n five often areas, we've seen Chi.na at best marking time: 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 e.conomic 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 National People's Congress in Beijing in March 2018. Once again, precisely five years 

down the track from the original documents, the analytical community will pore over the entrails · 

to analyse whether the spirit of market-based reforms c.ontinues 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 reform 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 coilflic~ with deeply 

entrenched vested interests. Or, more likely, ar 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 t.h.at to stand still is i.n 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 

fitllls now seems to have been enhanced. Second, there is now an open debate i.n Chi.na 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 temporary "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 arbitration mechanisms. The complication this creates is whether this leads over time to a 

private capital strike, or a night of private capital of the type we have seen over the last several 

years, resulting in a re-imposition of formal capital controls by the state. 

So on 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 Chinese play, consistent with one of the 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 

"ha.lance" of the system? The next 12 months with China's new economic team Will be critical. 

CHINA'S "WORLDVIEW" UNDER XI JINPING 

Seven Core Priorities 

There is always a danger facing foreign policy and security policy specialists when they seek to 

understand and define the capabilities, strategy and worldview of other st~tes. 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, t.anks a_nd 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 dist.inction between the foreign a.nd 

domestic, the international and the national. 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 determined 

to remain in electoral power while they possibly can, also understand there is a natural ebb and 

flow in our national political discourse, intermediated by t.he electoral process. 

National Unity· 

The second concentric circle, i.n terms of the core interests of the Chinese leadership, is the 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 extemal and intemal security factors. Tibet is a central factor in Chinese 

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 betw.een 

China and Russi11c. 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 

inore 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 Environmental Sustainability 
\ 

The third in 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 permeate 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 extemality" to the Chinese development process led to 

wholes.ale environ.mental 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 oftimdamental relevance 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 rny own country Au.stralia 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, and all within 

the constraints of an 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 Eurasia 

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 thro11gh 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 including 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 national security. But Chinese-historiography also teaches that purely defensive 

measures have not always succeeded. The failure of the Great Wall of China to provide security 

from foreign invasion is a classic case in point. 

For these reasons, modem Chinese strategic thinking has explored different approaches. First and 

foremost, through political and 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 fonn 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 with 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 BR!. The strategic 

imperative is clear: to consolidate China's relationships with its neighbouring states. And by and 

large, this means enhancing its strategic position across the Eurasian 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 traditional 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 t_he entire 

region. 

China's strategy in response to this is clear. It seeks to fracture US alliances and ha_s sa'id as. 

much repeatedly in its declaratory statements. Its position is that these alliances are relics of the 

Cold War. Chi_na's deepest strategic concern about the peaceful reunification of North 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 and 

force structure ha~ been profound. The anny continues to shrink. The navy and air force continue 

to expand. 

Chinese naval and air capabilities now extend to reclaimed islands in 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 future 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 Chinese 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. 

China 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 has 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 rules0 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 jh 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 terms 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 mili~ dominance. China is also creating its own new 

multilateral institutions outside the UN framework, such as the AIIB. Ch.ina also confinues to 

expand its strategic and economic reach across Europe and Asia. And Xi Jinping has 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 t.his 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 desirability of having a form 

of rules-based system, rather than simple chaos, lies deep within Chinese political consciousness. 
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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 liberal international 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 much China wants to change things. And whether the rest of the international 

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 i.Jnited 

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 

from 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 pa(h. 

CONCLUSION 

There are many reasons to study 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 

Sinol0gy. 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 of leaders who understand this integrated Chinese reality, in order to 

make sense of and engage with the China of the future. With our eyes wide open. And with our 

minds wide open as well. Open to new challenges. Open to new threats. Open to-new 

possibilities. Open to new are.as 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. 

This material is distributed by Capitol Counsel l_LC on behalf of U.S.-China Transpacific Foundation. 
Additional information is available cit the Department Of Justice, Washington, DC. 

Received by NSD/F ARA Registration Unit 03/19/2018 3:28:50 PM 



Received by NSD/FARA Registration Unit 03/19/2018 3:28:51 PM 

Lee Kuan Yew 
The Grand Master's Insights on China, 

the United States, and the World 

Interviews and Selections by 

Graham Allison and Robert D. Black,vill 
with Ali \X'ync 

Foreword by I-Icnry A. Kissinger 

Bf.I.FER CENTER STUDlES TN l:S:TIRNATIONAI. SECl'lUTY 

The MIT Press 
Cambridge. 1\,-lassachusetts 

London, England 

This material is distributed by Capitol Counsel LLC on behalf of U.S.-China Transpacific Foundation. 
Addition_al i_nfonnat_i_on is avai_l_able at the Depanment of Justice, Washington, DC. 

Received by NSD/FARA Registration Unit 03/19/2018 3:28:51 PM 



xxviii Lee Kuan Yew 

book, we have resisted the Cemptation to comment or offer our own 

views, mindful that presidents and their closest advisers will most 

benefit from Lee's counsel, not ours. 

We have extracted Lee's key insights and central arguments so 

that they can be scanned quickly. Make no mistake: we believe that 

every word on every page that follows deserves to be read, but read. 

ers can make that judgment for themselves. We suspect rhat those 

hoping to make a quick dash through the book will find themselves 

spending more time than they expected, compelled by Lee's words 

to pause and think about assertions of his that they find surprising, 

even disturbing, but invariably illuminating. 

The opportunity to spend many hours listening to Lee and por

ing over his voluminous writings, interviews, and speeches has 

been more fulfilling than we could have ever expected. If we can 

offer readers a taste of that banquet, we will have fulfilled our 

aspirations. 

f I 

CHAPTER I 

-$-

The Future of China 

Are Chinese leaders serious 

about displacing the United States as the number I power in 

Asia? In the world? \Xlhat does number I mean? How \\~II 

China's behavior toward other countries change if China be

comes the dominant Asian power? What is China's strategy 

for becoming number J? What are the major hur<lles in exe

cuting that strategy) How much urgenc;· do China's leaders 

feel about achie,:ing primacy in their region and beyond? 

How do China's leaders see the U.S. role in Asia changing 

as China becomes number 1? ls the double-digit growth 

that China has maintained over three decades likely to con

tinue for the next several decades? Will China become a de

mocracy? Will China actually become number I? How 

should one assess XiJinping? These questions are central to 

the likely course of Asian and world history. Lee Kuan Yew's 
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2 Lee Kuan Yew 

,hough,ful answers in ,his chap,er reflect decades of observ

ing and analyzing China and i,s leaders, 

* 
Are Chinese leaders serious about displacing the U11ited States as the 

number J power in Asia? In the world? 

Oi course. Why not> They have transformed a poor society by an 

economic miracle to become now the second-largest economy 

in the world-on track, as Goldman Sachs has predic,ed, to be

come the world's largest economy in the next 20 years. They have 

followed the American lead in putting people in space and shooting 

d?wn satellites with missiles. Theirs is a culture 4,000 years old with 

1.3 billion people, many of great talent-a huge and very talented 

pool to draw from. How could they not aspire to be number I in 

Asia, and in time the world?' 

Today, China is the world's fastest developing nation, growing 

at rates unimaginable 50 years ago, a dramatic transformation no 

one predicted .... The Chinese people have raised their expecta

tions and aspirations. Every Chinese wants a strong and rich China, 

a nation as prosperous, advanced, and technologically competent as 

America, Europe, and Japan. This reawakened sense of destiny· 

is an overpowering force.
2 

' ,·, ,, 
• ,,· , . 

i '. '' 

,· 
,, 

The Future of China 3 

The Chinese will wane to share this century as co-equals wi,h 
the U.S.' 

It is China's intention to be ,he greatest power in the world. 

The policies of all governments toward China, especially neighbor

ing countries, have already taken this into account. These govern

ments are repositioning themselves because they know that there 

will be consequences if they thwart China when its core interests 

are at stake. China can impose economic sanctions simply by deny

ing access to its market of 1.3 billion people, whose incomes and 

purchasing power are increasing."' 

Unlike other emergent countries, China wants to be China and 

accepted as such, nor as an honorary member of the West.5 

1Vhat does number J mea11? How will Chi11a's behavior /owat·d 

other cou,rtries change 1/Chino becomes·the dominant Asian power? 

At the core of their mindset is their world before colonization and 

the exploitation and humiliation that brought. In Chinese, China 

means "Middle Kingdom"-recalling a world in which ihey ,vere 

dominant in the region, other states related to them as supplicants 

to a superior, and vassals came to Beijing bearing tribute: for exam

ple, the sultan of Brunei, who carried silk as his offering, but who 

died ,here four centuries ago and now has a shrine in Beijing.6 

Will an industrialized and strong China be as benign to 

_ Sourheast Asia as the United States has been since 1945? Singapore 

is not sure. Neither are Brunei, Indonesia, Malaysia, the Philippines, 
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4 Lee Kuan Yew· 

Thailand, and Vietnam .... \Y/e already see a China more self

assured and willing to take tough positions.' 

The concern of America is what kind of world they will face 

when China is able to contest their preeminence .... Many medium 

and small countries in Asia are also concerned. They are uneasy that 

China may want to resume the imperial status it had in earlier cen

turies and have misgivings about being treated as vassal states hav

ing to send tribute to China as they used to in past centuries. 8 

They expect Singaporeans to be more respectful of China as it 

grows more influential. They tell us that countries big or small are 

equal: we are not a hegemon. But when we do something they do 

not like, they say you have made 1.3 billion people unhappy .... So 
• 9 

please know your place. 

What is China's strategy for becoming number I? 

The Chinese have concluded that their best strategy is to build a 

strong and prosperous future, and use their huge and increasingly 

highly skilled and educated workers to out-sell and out-build all 

others. They will avoid any action that will sour up relations with 

the U.S. To challenge a stronger and technologically superior power 

like the U.S. will abort their "peaceful rise. "10 

China is following an approach consistent with ideas in the 

Chinese television series The Rise of Great Powers, produced by 

the Party to sha1>e discussion of this issue among Chinese elites. 

The mistake of Germany and Japan was their effort to challenge the 

The Future of Chiua 5 

existing order. The Chinese are not stupid; they have avoided this 

mistake.- ... O,•erall GDP [gross domestic product], not GDP per 

capita, is what matters in terms of power .... China will not reach 

the American level in terms of military capabilities anytime soon, 

but is rapidly developing asymmetrical means to deter U.S. military 

power. China understands that its growth depends on imports, in
cluding energy, raw materials, and food. , .. China also needs open 

sea lanes. Beijing is worried about its dependence on the Strait of 

Malacca and is moving to ease the dependence.'' 

The Chinese have calculated that ,hey need 30 ,o 40, maybe 50, 

years of peace and quiet to catch up, build up their system, change 

it from the communist system to the market system. They must 

avoid the mistakes made by Germany and Japan. Their competition 

for power, influence, and resources led in the last century to two 

terrible wars. , .. The Russian mistake was that they put so much 

into military expenditure and so little-into civilian technology. So 

their economy collapsed. I believe the Chinese leadership has learnt 

that if you compete with America in armaments, you will lose. You 

will bankrupt yourself So, ilvoid it, keep your head down, and 

smile, for 40 or 50 years. 12 

To become competitive, China is focused on educating its 

young people, selecting the brightest for science and technology, 

followed by economics, business management, and the English 
language." 

My first reaction to the phrase "peaceful rise" was •to tell one 

of their think tanks, "It is a contradiction in terms; any rise is 
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6 LeeKuau Yew 

something that is startling.• And they said, "What \\'ould you say?" 

I replied: "Peaceful renaissance, or evolution. or del'elopment." A 

recovery of ancient glory, an updating of a once great civilization. 

But it is already done. Now the Chinese have co construe it as best 

they can. A year ago, a Chinese leader in his 70s asked me, "Do you 

believe our position on peaceful rise?" J answered, "Yes, I do-but 

with one caveat." Your generation has been through the anti

Japanese war, the Great Leap Forward, the Cultural Revolution, 

the Gang of Four, and finally the Open Door policy. You know 

there are many pitfalls, that for China to go up the escalator without 

mishaps, internally you need stability, externally you need peace. 

However, you are inculcating enormous pride and. patriotism in 

your young in a restored China .... It is volatile." The Chinese 

leader said they would ensure that the young understood. Well, I 

hope they do. Somewhere down this road, a generation may believe 

they have come of age, before they have." 

China's strategy for Southeast Asia is fairly simple: China tells 

the region, "come grow with me." Anhesame time, China's leaders 

want to convey the impression that China's rise is inevitable and 

that countries will need to decide if they want to be China's friend 

or foe when it "arrives." China is also willing to calibrate its engage

ment to get what it wants or express its displeasure.'' 

China is sucking the Southeast Asian countries into its eco

n~mic system because of its vast market and growing purchasing 

power. Japan and South Korea will inevitably be sucked in as 

weU, It just absorbs countries without having to use force. China's 
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The F11t11re of Chinn 7 

neighbors \\'ant the U.S. to stay engaged in the Asia-Pacific so that 

they are not hostages to China. The U.S. should have established a 

free-trade area with Southeast Asia 30 years ago, well before the 

Chinese magnet began w pull the region into its orbit. If it had done 

so, its purchasing power "'ould now be so much greater than it is, 

and aU of the Southeast Asian countries would have been. linked to 

the U.S. economy rather than depending on China's. Economics 

sets underlying trends. China's growing economic sway will be very 

difficult m fight.
16 

China's emphasis is on expanding their influence through the 

economy. ln the geopolitical sense, Lhey are more concerned now 

with using diplomacy in their foreign policy, not force. 
1
' 

\Vhat are the ,11ajor hurdles i11 executing that stl'dtegy> 

Internally, the chief challenges arc culture, language, an inability to 

attract and integrate talent from other countries. and, in time, 
18 

governance. 
Even if China were as open to talented immigrants as the 

U.S., how can one go there and integrate into society without a mas

tery of Chinese? Chinese is a very difficult language to learn

monosyllabic and tonal. One can learn conversational Chinese after 

a few years. but it is very difficult to be able to read quickly. 
T do not know if China will be able to overcome the language 

barrier and the attendant diificulty in recruiting outside talent un

less it makes English the dominant language, as Singapore has. 
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8 Lee Kuan Yew 

Children there learn Chinese first. Then they learn English. 

They might go to the U.S. as a teenager and become fluent. but they 

have 4,000 years of Chinese epigrams in their head. 19 

China will inevitably catch up to the U.S. in absolute GDP But 

its creativity may never match America's, because its culture does 

not permit a free exchange and contest of ideas. How else to ex

plain how a country with four times as many people as America

and presumably four times as many talented people-does not 

come up with technological breakthroughs?20 

Can the Chinese break free from their o,vn culture? Ir will re

quire going against the grain of 5,000 years of Chinese history. 

When the center is strong, the country prospers. When the center is 

weak, the emperor is far away, rhe mountains are high, and there are 

many little emperors in the provinces and counties. This is their cul

tural heritage .... Chinese traditions thus produce a more uniform 

mandarinate.21
. 

The biggest single fear China's leaders have is the corrosive ef

fect of grafc and the revulsion that it evokes in people. They are 

never quite sure when it will blow up."' 

There will be enormous stresses because of the size of the coun • 

try and the intractable nature of the problems, the poor infra

structure, the weak institutions, the wrong systems that they have 

installed, modeling themselves upon the Soviet system in Stalin's 
· 23 time. 

China faces enormous economic problems-a disparity in in

come between the rich coastal cities and the inland provinces, and 
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in income within the coastal cities. They have got ro watch rhat 

carefully or they might get severe discontent and civil disorder.
24 

Technology is going to make their system of govern~nce obso

lete. By 2030, 70% or maybe 75 % of their people will be in cities, 

small towns, big to\\'ns, mega big towns, They are going to have cell 

phones, Internet, satellite TV. They are going to be well-informed; 

they can organize themselves. You cannot govern them the way you 

are governing them now, where you just placate and monitor a.few 

"' people, because the numbers will be so large.-

Increasingly cheap and available rechnology and c~scades of 

reverse migration are wising people up to the true story of the ex

ploitation of China's heretofore isolated rural regions. And, further

more, the Chinese know that with their industrialization, every year, 

ten or plus millions will go into the new towns they are constructing 

for their people .... If they change in a pragmatic way, as they have 

been doing, keeping tight security control and nor allowing riots 

and not allowing rebellions and, at the same time, easing up ... giv

ing more provincial authority, more city authority; more grassroots 

power, it is holdable.
26 

China did not have to worry about the rest of the world when it 

was an empire. This time, it has to worry about the rest of the world, 

because without the resources, the oil, the nickel, whatever, its 

growth will srop.27 

Present-day China faces a very advanced North America, 

Europe.Japan, and a fairly developed Southeast Asia and India .. -.. 

China's leaders 30 years hence will knO\\" that although by 2050 
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Additional information is availab1eL'~t the Department of Justice, Washington, DC. 

Received by NSD/FARA Registration Unit 03/19/2018 3:28:51 PM 



IO Lee Kuan Yew 

China will be the biggest economy in GNP [gross national prod

uct), per capita, they will still be small, and technologically, they will 

still be way behind. So to get there, they must have a sense of real

ism .... They have got to be like Singapore's leaders, with a very 

keen sense of what is possible and what is not. They must know that 
10 dominate Asia is not possible." 

Straighdine extrapolations from such a remarkable record are 

not realistic. China has more handicaps going forward and more 

obstacles to overcome than most observers recognize. Chief among 

these are their problems of governance: the absence of the rule of 

law, which in today's China is closer to the rule of the emperor; a 

huge country in which little emperors across a vast expanse exercise 

great local influence; cultural habits that limit imagination and cre

ativity, rewarding conformity; a language that shapes thinking 

through epigrams and 4,000 years of texts that suggest everything 

worth saying has already been said, and said better by earlier writ

ers; a language that is-·exceedingly difficult for foreigners to learn 

sufficiently to embrace China and be embraced by its society; and 

severe constraints on its ability to attract and assimilate talent from 
other societies in the world. 

While Singapore shares with China many of the core philo

sophical tenants of Confucianism, we worked over the past 40 years 

to establish English as our first language, and Chinese as the sec

ond. Why' Certainly not by accident or without. provoking strong 

opposition. We did so to open ourselves lo the world and allow 
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ourselves to engage and embrace the main forces of discovery and 

invention and creativity that occur not only in the language but also 

in the mentality of English. 

W/e could do that in a small ci1y-sratc \\'tth strong leadership. 

While I once ad,·ised a Chinese leader to make English the first lan

guage of China, clearly that is not realistic for such a great, 

confident country and culture. But it is a serlous handicap.2'~ 

How much urgency do China's leaders Jee/ about achieving primacy 

in their region and beyond? 

The Chinese are in no hurry 10 displace the U.S. as the number 1 

power in the world and to carry the burden tha, is pan and par

cel of that position. For now, they are quite comfortable in being 

part of a larger group like the G20 [Group of Twenty] where their 

views will be taken seriously and economic imerests safeguarded, 

but the responsibility is shared amongst 20 member states.10 

\'(lhile there are no doubt voices calling for China to move 

more rapidly in establishing its superiority, demanding the respect 

that comes along with that standing, and exercising this role, the 

center of gravity among the leaders is cautious and conservative. 

They operate on the basis of consensus and have a long view. While 

some may imagine that the 21st century will belong to China, others 

expect to share this century with the U.S. as they build up to 

China's cenwry to follow." 
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l2 Lee Kuan Yew 

How do China's leaders see the U.S. role ziz Asia changing as China 
becoines 1mmber 1? 

The leadership recognizes that as the leading power in the region 

for the seven decades since World War II, the U.S. has provided a 

stdbility that allowed unprecedented growth for many nations in

cludingJapan, the Asi•n Tigers, and China itself. China knows that 

it needs access to U.S. markets, U.S. technology, opportunities for 

Chinese students to study in the U.S. and bring back to China new 

ideas about new frontiers; It therefore sees no profit in confront

ing the U.S. in the next 20 to 30 years in a way that could jeopardize 

these benefits. 

Rather, its strategy is to grow within this frame,vork, biding 

its time until it becomes strong enough to successfully redefine this 

political and economic order. 

In the security arena, the Chinese understand that the U.S. has 

spent so much more and has built up such advantages that direct 

challenges would be futile. Not until China has overtaken the U.S. 

in the development and application of technology can they envisage 

confronting the U.S. militarily." 

What are the Americans going to fight China over? Control 

over East Asia? The Chinese need not fight over East Asia. Slowly 

and gradually, they will expand their economic ties with East 

Asi• and offer them their market of I .3 billion con.sumers. . .. 

Extrapolate that another 10, 20 years.and they will be the tOp 

f,. ,, 
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The Future of China 13 

importer and exporter of all East Asian countries .. How can the 

A . . . d )" mencans compete 10 tra e. 

I do not see the Americans retreating from Asia. But I see 

Chinese power growing. The Chinese attitude is: we are nor against 

you; we welcome an American presence-because they know they 

cannot substitute for the Americans, and the count<ies here wel

come the Americans. So they just wait and grow stronger. Eco

nomically and militarily, they may not catch up for 100 years in 

technology, but asymmetrically, they can inflict enormous damage 

on the Americans.
34 

ls the double-digi/ gmwth /hat China has mai111ai11ed over three 

decades lzkely to co11ti1111e for the next several decades? 

During the last three decades, China's economy has grown ai the 

phenomenal rate of 10% per year, sometimes even exceeding 12%. 

Can China maintain such high rates for at least another decade? I 

think it can. China is starting from a lower base, and its I .3 billion 

domestic consumers will keep rates up because their disposable in- · 

. " co?1es are growmg. 

\Viii Ch,,,a beco11ie a democracy> 

No. China is not going to become a liberal democracy; if it did, 

it would collapse. Of that, I am· quite sure, and the Chinese 
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14 Lee Kiim, l'~ew 

intelligentsia ,ilso understands that. If you believe chat there is going 

to be a revolution of some sort in China for democracy. you are 

wrong. Where are the students ofTiananmen "°'''? They are irrele
\'ant. The Chinese people want a revived China.'' 

Can it be a parliamentary democracy? This is a possibility in 

the villages and small towns .... The Chinese fear chaos and willal

ways err on the side of caution. It will be a long evolutionary pro

cess, but it is possible to contemplate such changes. Transportation 

and communications _have become so much faster and cheaper. 

The Chinese people will be exposed to other systems and cultures 

and know other societies through travel, through the Internet, and 

through smart phones. One thing is for sure: the present system will 

not remain unchanged for the next 50 years." 

To achieve the modernization of China, her Communist leaders 

are prepared to try all and every method, except for democracy 

with one person and one vote in a multi-party system. Their two 

main reasons are their belief that the Communist Party of China 

must have a monopoly on power 10 ensure stability; and their deep. 

fear of instability in a multiparty free-for-all, which would lead to a 

loss of control by the center over the provinces, with horrendous 

consequences, like the warlord years of rhe 1920s and '30s. ;8 

I do not believe you can impose on other countries standards 

which are alien and totally disconnected with their past. So to ask 

China to become a democracy, when in its 5,000 years of recorded 

history it never coumed heads; all rulers ruled by right of being the 

emperor, and if you disagree, you chop off heads, not count heads. 
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But I -agree that in this world of instant communication and satel

lites, you cannot have barbaric behavior and say i1 is your internal 

problem .... But now on human rights, the\' have begun to talk, and 

they recognize that if thev want to be respected in the world com

munity, they want to win a certain status with the rest of the world, 

not just ad,•anced countries, but even the developing countries, 

then they cannot behave in a barbaric fashion to their own people.;' 

China discovered 1ha1 to run a modern state it needed the rule 

of law. It had a comprehensive set of legal codes by 203 5 and found 

that a stable legal system, together with clear administrative rules, 

actually strengthened central authority. Erring provincial and local 

governments were brought to book through due process of law, a 

method more effecti\'e than the endless negotiations that had been 

the practice before. Also, with the rule of law. ordinary citizens are 

now protected from the arbitrary authority of officials. Business en

terprises are also able to plan large long-term investments. The in

dependence of the judiciary took another 20 years to achieve in 

practice, because historical tradition, which requ'ired magistrates, 

as officers of the emperor, to carry out imperial orders, was deeply 

embedded in Chinese officialdom (Lee's 1993 prediction about 

how Chinese governance ,vould operate in 2150)."' 

\Yli/1 China actually become 1111mber J' 

Their great ad\·antage is nOt in military influence but in their eco· 

nomic influence .... They have the manpower to do things cheaper 
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in any part of the world economically. Their influence can only 
grow and grow beyond the capabilities of America."· 

The chances of it going wrong in China-if they have prag

matic, realistic leaders who arc not ideologically blinkered-are 

about one in five. I would not say zero, because their problems are 

weighty ones: system change, business culture change, reducing 
corruprjon, and forming new mindsers.'n 

The Chinese have figured out that if they stay with "peaceful 

rise" and just contest for first position economically and technologi-
1 " cally, they cannot ose. 

The 21st century will see Asia recover its place in the world. 

Their progress in the last 30 years entitles East Asians including the 

Chinese to be optimistic about their future. Short of some major 

unforeseeable disaster which brings chaos or breaks up China once 

again into so many warlord fiefdoms, it is only a question of time be

fore the Chinese people reorganize, reeducate, and train themselves 

to take full advantage of modern science and technology. China will 

quicken the pace of its development by using inputs from the in

dustrial and newly industrializing countries to catch up with and 

. become, first, a fully industrialized, and next, a high-tech society
if not in 50 years. then in 100 years." 

How should one assess Xi]inping [the l,kely i11comi11g president 
of China]? 

He has had a tougher life than HuJintao. His father was rusticated, 

and so was he. He took it in his stride, worked his way up the 
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southern provinces quietly, and rose ro become secretary of F ujian 

Province. Then he went to Shanghai, and then to Beijing. Tt has not 

been smooih sailing for him. His life experiences must have hard

ened him. 
He is reserved--not in the sense that he will not rnlk to you, but 

in the sense that he will not betray his likes and dislikes. There is al

ways a pleasant smile on his face, whether or not you have said 

something that annoyed him. He has iron in his soul, more than Hu 

Jintao, who ascended the ranks without experiencing the trials and 

tribulations that Xi endured." 

I would put him in Nelson Mandela's class of persons. A per

son with enormous emotional stability who does not allow his per

sonal misfortunes or sufferings to affect his judgment. In other 

words, he is imPressive.46 
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