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Praise for The Beijing Consensus:


 



“China’s rising influence has real-world consequences, and one of the many virtues of The Beijing Consensus is the way that it describes exactly what they are.... Halper is undeniably a sure-footed guide to modern China and what its rise means to the world. In brisk, readable prose—enlivened by pop culture references to Bruce Springsteen, Tom Clancy, and Star Trek—he sees through China’s confounding contradictions, the way its imposing strength is balanced by surprising fragility.”

—Asia Times


 



“Halper cogently rejects the ‘conventional wisdom’ that suggests America’s relationship with China is ‘on track’ in this lucid, probing text.... [Halper] concludes this sobering, excellently argued book with concrete policy recommendations.”

—Publishers Weekly


 



“Halper is right to criticize the triumphalist argument that China would inevitably become more democratic and aligned with the West once it entered the international economy. It has done neither. He is correct that China is not shy about buying off dictators to obtain natural resources and political support—efforts that have undercut American policies. And, he is certainly right that America has to do a better job of standing up for the benefits of its system and values in the developing world.”

—American Spectator


 



“In this deeply researched and well-written book, the challenge posed by China, as Dr. Halper sees it, is not fundamentally military, but political and economic. China’s example of rapid economic growth and authoritarian rule may well have greater appeal in the developing world with the result that developing nations increasingly reject democratic values, transparency, and rule of law in favor of a dynamic market-authoritarian model that delivers growth but limits many freedoms we cherish. Among the results are trends that leave this country increasingly isolated.—James R. Schlesinger, former

Secretary of Defense and Energy

 



“Stefan Halper has written a thoughtful and provocative book that challenges us to rethink the conventional wisdom about the impact of China’s ascendance on the world order. It should be required reading the policy community.”

—Professor Minxin Pei, 
Senior Scholar, The Carnegie Endowment, 
Professor of Political Science, Claremont College

 



“Stefan Halper provides a thoughtful, refreshing analysis of the strategic and economic enigma that is China, carefully avoiding the fallacy of seeing China as either a mortal military and commercial threat to the United States or as a benign strategic partner for this country. Halper demolishes an assortment of myths and may well have written the most important book to have appeared in the past decade on China and U.S. policy toward that emerging great power.”

—Ted Carpenter, Executive Vice President 
for Defense and Foreign Policy, The CATO Institute

 



“Twenty years of mismanaged diplomacy and deterrence enabled an avoidable world war in the Pacific. If Stef Halper had been writing then it might have been different. Today a similar pattern of inadequate strategy carries the seeds of another Pacific war involving America and China, but Halper has provided a timely book to help avoid history repeating. His concepts and logic, delivered in lucid, even elegant, prose are overwhelmingly persuasive, setting a positive new framework for debate in Washington.”

—John Lehman, former Secretary of the Navy

 



“This brief but richly detailed and annotated volume is an excellent and helpful handbook for the foreign-policy professional as well as the serious student of Sinology.”

—Washington Times


 



“Stefan Halper has analyzed and given historical perspective to probably the greatest issue we face in the 21st century, the rise of China and the role of the United States. China and the U.S. must cooperate, cautiously, for the sake of mankind but this must be accompanied by a clear-eyed view of a military/strategic balance. This is a wide-ranging book, challenging and well-written and researched, and should be read by people who have an interest in the outcome of the 21st century.”

—James R. Lilley, former U.S. Ambassador to China and South Korea and 
Chief of the U.S. Mission in Taiwan

 



“In this deeply researched and well-written book Stefan Halper challenges Washington’s conventional wisdom, arguing powerfully that the strategic battle will not be primarily over territory or even markets. It will be over values, a contest between the liberal values of the Enlightenment and the Chinese model of market  authoritarianism. This book does not pretend to suggest that there is an easy answer, much more valuably it lays out the issues clearly and sets the stage for an informed and rational debate.

—James B. L. Mayall, University of Cambridge, Emeritus Professor of 
International Relations and Departmental Chairman

 



“Halper served in the White House of Presidents Nixon, Ford, and Reagan. His understanding of Washington’s policymaking community is therefore excellent. . . . His plea is for the world’s last remaining superpower to ‘get China right.’”

—Kerry Brown, Senior Fellow in the Asia Programme, 
Chatham House, and author of Friends and Enemies: 
The Past, Present and Future of the Communist Party of China


 



“This is an excellent book. Halper provides a fine analysis of the foundations of Chinese foreign policy and Beijing’s highly effective policies in developing nations.”

—Choice


 



“Despite Halper’s portrayal of ‘the problem’ as one of insurmountable complexity, he insists there is reason ‘to be optimistic.’ And it would seem his optimism warrants a recommendation of his book for anyone who is interested in matters of contemporary geopolitical gamesmanship.”

—Post & Courier (Charleston, SC)

 



“Halper has written a worthwhile and stimulating book. He well diagnoses the problems inherent to the complicated U.S.-China relationship.

—American Spectator online

 



“In The Beijing Consensus, [Halper] argues that the rising 21st century superpower is suppressing the yuan, exporting unemployment, and even standing in the way of America’s lagging recovery from the global recession. In the process, Halper writes, ‘China is also exporting its overall philosophy of economics and governance at the expense, pardon the pun of our own.’”

—AlterNet






With love to Lezlee, the light of my life, my partner and guide in thought and deed







PREFACE TO THE PAPERBACK EDITION


WHY WRITE A BOOK?

There were certain points I wished to make in writing The Beijing Consensus: First, China had risen more rapidly and in different ways than most had anticipated just a few years ago, and this has had profound and now visible effects on the West and the concept of the West. Second, China will not become a member of the club—as Roosevelt had hoped for Stalin. Third, the market will not, inexorably, lead to democracy, as many in Washington have thought since the 1980s. Fourth, China’s example of a “developing nation” now approaching the pinnacle of world power and soon to have the world’s largest economy has legitimized authoritarianism in our time. And last, reflecting the view that “it’s not whose army wins, it’s whose story wins,” China will not confront the West on the battlefield, but rather in the global information space, where Beijing seeks to frame the public’s understanding of unfolding events in a China-friendly way.1 (Here, success for Beijing would mean delegitimizing the West’s version of events and enfranchising China as an increasingly authoritative arbiter of global affairs—particularly among those in the world beyond the West.)


The Beijing Consensus describes a China challenge arriving in several dimensions. It explores a range of economic and  security questions and, importantly, addresses a quite serious challenge found in a different dimension. This challenge is ideational. There has emerged a battle of ideas about governance that will have far-reaching consequences.

The Chinese have refined the Asian growth model to develop a fast-growth, stable, “market-authoritarian” governance that is admired in the world beyond the West and particularly among Third World leaders.

Regime leaders in Africa, Latin America, and elsewhere see governance without contentious legislatures or challenging media. Such governance provides the people with employment, housing, and the hope of a better future. Crucially, these governments do not promise an open public square or the rights of speech, belief, or political association. The public is asked to respect the authorities and stay out of politics.

Non-Western views of China’s example are important: The words envy and admiration come to mind. With China’s rise, a newly developed country has charted a course that demonstrates how authoritarian governments can benefit from the power of the market. China offers not just an alternative path to development, but also an alternative to the Western-authored, liberal international order—rejecting, for example, the concept of universal human rights.

The People’s Bank of China—now six times the size of the World Bank—is financing infrastructure and energy development with low-interest loans across Africa, Latin America, Central Asia, and the Near East, including loans to outliers and pariah states. With these hard-currency loans, China, in effect, provides a path around the West—making Western standards and institutions less relevant.

For thirty years, the Chinese have been our economic partners. Now, they are our political—and rising military—rivals. Successful market reforms indicate the Communist Party is not about to crumble. And it is certainly not melting into democracy.

That China has crafted a distinct posture since the Soviet collapse—neither conforming to the U.S. worldview, nor confronting (until recently) the U.S.-led system—begs the question of what these trends mean for the West and the idea of the West.

Since The Beijing Consensus was written in 2009, the recession brought a new assessment of China. Double-digit growth, trade surpluses, huge and growing hard-currency reserves, moderate inflation, a growing middle class, and a generally improving quality of life—it seemed China’s market-authoritarian system was managing the global crisis remarkably well.

Moreover, from America’s distress, there arose an uncomfortable new norm in the way Washington perceived its relationship with Beijing. Economic interdependence muted America’s voice on certain values and issues that had underpinned the U.S.-led liberal order—values such as progress on human rights, minority rights, the rule of law, and free speech.

Recall that in Beijing in 2009, Hillary Clinton told journalists and officials that pressing China on “other issues,” like transparency, Tibet, and human rights, “must not interfere with addressing the global economic crisis.” The same message was conveyed in November 2009, when President Obama visited Beijing, and in his low-key, non-televised meeting with the Dalai Lama at the White House in February 2010.

In the long tradition of Chinese strategic thought stemming from Sun Bin and others in the fourth and fifth century BCE, leaders of the Communist Party and the People’s Liberation Army (PLA) analyzed Washington’s changed posture and concluded that there was potential for gain. Hard-line factions in both organizations, encouraged by the change, generated heightened tensions in U.S.-China relations. The chairman of the People’s Bank of China captured the moment when, referring to the housing bubble and poorly regulated banks, he announced in London, “Now the teachers have problems,” but as Sun Tzu emphasized (also in the fourth century BCE) such strategic judgments must be “accurate in every factor,” and this time, the Mandarins may have read too much into the moment.2





 A CHANGED VIEW IN WASHINGTON 

Just as we frequently have difficulty deciphering the meaning of Beijing’s statements and initiatives, so have the Chinese miscalculated America’s capacity to manage the economic downturn, which, while not always pretty and certainly controversial, has seen the nation muddle through the worst of the storm with 3 percent GDP growth. With the equity markets showing growth in 2010, inflation moderate, unemployment stubbornly high, productivity increasing and the Congress struggling to put a deficit-reduction program in place, progress has been uneven but the picture of America’s decline is no longer so clear.

Some in Beijing now say that events in the United States may simply have reflected poor management and inadequate regulation, rather than a crisis for market democracy as some had hoped. And, of course, this is all the more poignant for as  2011 concludes China now confronts its own difficulties: a property bubble rapidly rising (perhaps uncontrollable), local and provincial government debt, inadequate bank reserves against bad loans, rising social unrest, and inflation linked to an artificially low Renminbi estimated at 5.8 percent.

During his recent Washington visit, President Hu discovered that American attitudes toward China have hardened. When Obama took office in 2009 and tried to embrace China as a partner in tackling the financial crisis and other global issues, China misread American motives. This led to missed opportunities for better relations. The Chinese took American proposals for cooperation as weakness. Moreover, Beijing’s more aggressive tone had a profoundly negative effect in Washington.

China has moved on from the late Deng Xiaoping’s taoguang yanghui, which can be translated as “biding our time and building up our capabilities”—to the aggressive self-awareness described in U.S. Ambassador Jon Huntsman’s recent cables (courtesy of WikiLeaks). In these communiqués, Huntsman refers to China’s “muscle-flexing, triumphalism and assertiveness.”

Among other things, the carefully constructed China story that has knit corporate America together with senior policy makers, with the encouragement of Henry Kissinger and Brent Scowcroft, has begun to unravel. Important assumptions made about China over the last two decades have proven wrong.

Contrary to Robert Zoellick’s soothing reassurance, for example, that China is a “stakeholder” in the global commonweal, the reality is more complex. China has been helpful on certain matters—North Korea, piracy in the Gulf of Aden, providing UN peacekeepers in many places—and has been a spirited, though often difficult, participant in the World Trade  Organization (WTO) and the United Nations. But over time, it has become plain that China’s actions are guided by a distilled pragmatism that serves the country’s direct interests rather than an embrace of global norms or the ethics that have informed the post–World War II global architecture. This phenomenon is particularly pronounced in China’s dealings with the resource-rich developing world.

Here The Beijing Consensus examines China’s calculus, which is rooted in what has been called China’s growth trap. China must grow at a minimum of 8 percent to ensure stability and provide jobs and housing to migrant workers flooding into and out of the east coast cities (and to recent university graduates as well). Failure to achieve this growth rate carries the risk of chaos—a nightmare in a country of 1.5 billion.

To grow, Beijing must find and secure steady, long-term sources of energy, copper, iron, zinc, cobalt, and timber. A latecomer to these markets and spurred by unprecedented demand, China must offer better terms than the established players—which it does in several ways.

Beijing uses its $3 billion in hard-currency reserves to provide low-or no-interest, long-term loans or grants to resource-rich governments. It normally commits to road and rail construction to move the resources to a port; sometimes agrees to build schools and hospitals that otherwise might not be built; and makes large, private payments to chiefs of state, to be sure that all goes smoothly.

Most importantly, Chinese decision-makers pledge noninterference in internal affairs. They are not concerned about Western ethics and norms, good-governance issues, the rule of law, transparency, environmental questions, or labor conditions. They are concerned about one thing: extracting the resources needed for growth and stability in an efficient and timely way. And because ensuring growth and stability conditions the party’s survival, China will not become a stakeholder, contrary to Zoellick’s prediction, in the norms and ethics of the global community—except when it benefits them.




 THE CHINA EFFECT 

The so-called China effect is seen in several dimensions: It is quietly remaking the landscape of international community and politics. And it is doing so in ways that progressively limit the projection of Western influence beyond the NATO bloc. This process is most pronounced in the Third World, but Second World nations like Syria, Indonesia, and Iran also have regional influence (I call them pivot powers) and are also adopting elements of China’s example.

Over time, one effect of China’s embrace among Third World nations has been to marginalize the principles that have informed Western governance and progress. This is seen in China’s assiduous support for a number of authoritarian regimes across sub-Saharan Africa. Another aspect of the China effect has been the selective rejection of precedents enshrined in international law and custom. This is found in the declaration that the South China Sea is a “core interest.” In people terms, the China effect means that for those ruled by governments admiring or seeking to replicate China’s market-authoritarian example, the prospects of a democratic civil society are remote—perhaps nonexistent.

A separate dimension of the China effect is a casual approach to the rule of law. China accepts a lax application and adjudication of the law among foreign business partners just  as it does at home. Thus, in an anything-goes business culture, Chinese contractors complete projects rapidly, but the results are often substandard. The Economist gives a striking example: “A hospital in Luanda, the capital of Angola, was opened with great fanfare but cracks appeared in the walls within a few months and it soon closed. The Chinese-built road from Lusaka, Zambia’s capital, to Chirundu, 130 km (81 miles) to the southeast, was quickly swept away by rains.”3


The China effect also touches the technologies that might function as instruments of change in developing countries. It has developed technical antidotes designed to identify and locate Internet users and suppress the range of social media—Twitter, Facebook, and texting are not permitted in China—that have contributed to change in the Near East.

In yet another dimension of the China effect, the environment, as well as workers’ rights and safety, are routinely ignored—again reflecting China’s domestic standards. When added to the incipient racism often reflected in the violence employed by Chinese owners managing African workers, many Africans ask whether the Chinese are making their lunch or eating it.

China is, in effect, catalyst in chief for a profound and far-reaching process. Just as globalization is shrinking the world, China is shrinking the West—its values, principles, and standards—a point underscored in yet another realm by its success in persuading nineteen countries to skip the Nobel ceremonies for Liu Xiaobo in 2010.

 



NOW A COMMENT on the dog that didn’t bark. In 1989, American political theorist Francis Fukuyama claimed that we had  entered a new era embracing the Western model of free-market democracy. But that era failed to materialize. Instead, new ideas about capitalism brought wealth without democracy.

Put simply, many leaders in the world beyond the West, reflecting a broader global trend, are replacing the free-market democratic model. They are substituting it with a market-authoritarian model that opens the economy to investment and market development and allows the ruling party to control the government, the courts, the military, and information.

These developments—new centers of economic autonomy beyond the West and the growing appeal of illiberal capitalism—are the dual engines for the diffusion of power away from the West. When added to Beijing’s continuing currency manipulation, they are the key force-multipliers in the global rise of China.

Of course, some of China’s progress is a function of the failure of the Washington Consensus in the late 1980s and early 1990s. Countries across Africa and Latin America were worse off for following the World Bank and International Monetary Fund (IMF) one-size-fits-all prescriptions for growth. Lax oversight and poor management left many countries with stagnant literacy rates, job loss, and declines in per-capita income. As disillusion rose, the door was left open for China to gain traction using policies that adroitly combined the timely provision of hard-currency support and noninterference in internal affairs. Here, China essentially provides an exit option for Third World governments seeking loans—and relief from World Bank and IMF moralizing and hectoring demands for government reform—and has greatly benefited from it.

China has built on these commercial relationships to exert political leverage in international bodies, creating a group of grateful and compliant acolytes, but not in the Cold War sense. There are no voting blocs within the United Nations or in other global institutions that take instructions from a bloc leader (though Beijing expects support on Taiwan, Tibet, sovereignty, and human rights issues). Rather, we see nations loosely connected by an admiration for China, a desire to capture the power of international markets, and an equal desire to remain autonomous from Western concepts of global civic culture and liberal development economics.

While there is no Chinese model per se (and indeed, Beijing is recently sensitive to the term model, now preferring the word case), a complex set of developments and reforms in China over the last thirty years has owed its success to China’s unique culture, demography, geography, and governing philosophies. In this sense, there is no model to speak of that can be replicated in, or exported to, places like Latin America or sub-Saharan Africa.

But in ideational terms, China is exporting something simpler, and indeed more corrosive, to Western preeminence. This is the basic idea of market authoritarianism.


Beyond everything else that China sells to the world, the country functions as a global billboard for “going capitalist and staying autocratic.” Thus, Beijing provides a compelling demonstration of how to liberalize economically without surrendering to liberal politics. In this respect, China presents the challenge of a new type of corporate state.

China has, in effect, legitimized authoritarianism in our time.

 



HENRY KISSINGER makes the point that we must revitalize the democratic story, demonstrating to ordinary people in the world beyond the West the promise of democratic government, transparency, and good management. We must underscore our social contract guaranteeing an open public square and the freedoms of speech and belief. Most important, we must show that by maximizing individual opportunity, we improve the prospects for wealth and a stable future.

The United States and China approach these matters of civil organization and the social contract in different ways. The essential question as the twenty-first century opens is whether it will be the American story or the Chinese story that seizes the world’s imagination and frames the future.




 CHINA’S CHALLENGE TODAY 

Though comforted by China’s notable progress in bringing millions out of poverty, creating the largest middle class in the world, fashioning a modern military force, practicing strong fiscal and trade management, and producing an economy that rivals the largest in the world, China’s leaders confront serious challenges—foreign and domestic—for which solutions are not now apparent.

Domestically, inflation is primus inter pares. China faces rampant, so-far-uncontrollable inflation. The situation is spurred by local government spending, loose bank lending policies, an artificially cheap yuan, and the 60 percent of the economy controlled by largely unregulated entrepreneurs who often pay usurious interest rates for loans. Many local governments are selling land or spending money loaned from state-owned  banks or using property tax revenues to invest in housing or commercial development that often remains unoccupied for extended periods—or are doing some combination of these things. While attempts to reform local governments have been largely unsuccessful, recent steps to increase bank lending rates, boost loan-loss reserves, and tighten the criteria for acceptable loan collateral have slowed bank lending.

Today the inflation rate is thought to range between 6 and 10 percent. Without local government reform, a more rapid rise in the value of the yuan, and continued progress in reigning-in bank lending, China’s inflation may be unstoppable.

What is at stake? First, failure to control inflation will see wage rates rise, which will lead to unemployment and instability. This will bring about a further emphasis on domestic security with a resulting increase in social tensions. Higher production costs will also make exports less competitive (a trend that began in June), reducing China’s hard-currency earnings. A measure of the seriousness of the problem is the widely held belief among economists that the European sovereign debt problem and China’s inflation are the two problems most likely to trigger a global financial crisis.

A second serious challenge to the Beijing leadership is the problem of fully integrating China’s fifty-five minorities. The Tibetans, the Uighurs in Xinjiang Province, and the Mongolian minorities are particularly unsettled and, in the case of the Tibetans, have experienced the systematic deconstruction of their culture and society. Unrest in Tibet and among the Uighurs has led to crackdowns and subsequent criticism of China in the global media. This set of problems parallels others, including the stubborn income disparity between the coast and the interior; China’s struggle to fashion a new, post-Marxist identity; the slow acceptance of the rule of law; and the increasingly serious shortage of fresh water. These matters, while beyond the scope of this preface, are addressed in the book.

Third, China’s increased military budget—up 17.4 percent this year—makes it the third-largest in the world. Certain of Beijing’s initiatives threaten to cast China as an adversary, not just of the United States, but also to its neighbors, from Japan to India.

Still, the most prominent security issue on Beijing’s political-military table is the potential formation of a U.S.-Japan-Korea military alliance and the link this may have to India with its concerns about the Indian Ocean. This underscores the age-old threat of containment China faces from the sea.

In recent years, with strong trade balances, double-digit growth, huge hard-currency accumulations, and an adroit avoidance of the worst of the financial crisis, Beijing has assumed a markedly aggressive posture in the region, advancing territorial claims from the Ryukyu Islands to the South China Sea to Arunachal Pradesh (which Beijing calls “Southern Tibet”) on the Indian border. China’s new “Blue Water” navy is of particular concern to the Philippines, Vietnam, Singapore, and Taiwan, all of whose disputes with Beijing center on the South China Sea.

Among the effects of China’s new posture has been an express welcome of President Obama’s return to Asia strategy, which has brought comfort to those facing a less predictable China. China has attempted to balance this by emphasizing its strong trading relations within the region its role as an engine for growth and infrastructure development and as a source of hard-currency investment. Beijing emphasizes that of China’s ten largest trading partners, six are regional neighbors. Yet,  commentary from bloggers and other Internet sources clearly suggests that even with the Association of Southeast Nations (ASEAN) Free Trade Area formally established in 2010, Beijing feels vulnerable to the mounting U.S. presence—most recently manifested in the U.S.-South Korea Trade Agreement.

The Korean peninsula remains a leading problem for China. Beijing fears that potential chaos there may cause the Japanese to rethink their security situation and revitalize their military capacity. Relations have been strained with South Korea, which, until the fall of 2010, had been a rapidly expanding market for Chinese exports and direct investment. Moreover, the unpredictable Pyongyang regime invited a larger U.S. military profile by attacking the South Korean frigate Cheonan in international waters, with the loss of forty-six lives, and a nearby South Korean island, with the loss of four lives. Washington was quick to act with naval exercises in the Yellow Sea and a reiteration of its support for Japan’s claim to the Ryukyu Islands.

The renewed U.S. presence in the Western Pacific is a response to a range of Chinese actions—many of which go beyond China’s claims of Japanese territory or its unwillingness to join the UN in condemning North Korea. China left the door open in recent months to a larger presence in the Western Pacific, and the United States stepped through.




 ONGOING DISPUTES 

In addition to the various challenges discussed above, China faces several ongoing disputes. First, it has planted its flag on the floor of the South China Sea, claiming a 200-mile territorial limit that effectively closes the sea lines of communication. Beijing has warned the world that the South China Sea is a “core  interest,” not a transit area. Seven of twelve nations attending the July 2010 ASEAN Regional Forum in Hanoi cited the principle of “freedom of navigation” and the global commitment to “open sea lanes” and rejected Beijing’s claims. The United States, Japan, Australia, India, and others have, accordingly, resolved to proceed with naval and commercial transits through the area.

Second, China has claimed the mineral and energy rich Ryukyu Islands, which have been a part of Japan since 1879. The United States conquered the islands during World War II and returned them to Japan in May 1972.

Third, China refuses to discuss ongoing disputes over the Paracel Islands, the Spratly Islands, and Mischief Rocks. These are claimed by the Philippines, Vietnam, and Taiwan; Singapore, Malaysia, and Indonesia also claim one or more of them.

Fourth, Beijing has, without explanation, made public a plan to subdue these territories in which the Chinese air force, working in tandem with air combat units of the navy, would stage surprise bombing runs over military ports and ships based at targeted islands. The plan calls for eliminating the enemy’s combat capability over the course of about an hour and followed by amphibious landings.4


Fifth, as if rising tensions along China’s east coast were not enough, tensions in the China’s own west—namely, East Turkestan (Xinjiang) and Tibet—along with the very long border with Islamic Central Asia, are growing problems. They are not flash points today, but smolder zones. They receive little coverage, but Islamic militants are active in Central Asia and in confronting Han oppression in China itself. Afghan veterans—some al-Qaeda trained, others former Taliban jihadists—are gradually filtering into the Uighur community in Xinjiang. They are embittered, alienated, and militarily able to pose real  problems, as will the weapons flow in from Tajikistan, Uzbekistan, Iran, and elsewhere.

And finally, fresh border disputes and troop buildups on the Indian border at Kashmir and Arunachal Pradeshhave alarmed Delhi. The border is believed to be among the most heavily militarized in the world.




 CLOSER TO HOME 

Turning to a different arena, a stealth attack by China, employing an artificially cheap yuan and heavily subsidized Chinese exports, has effectively undersold U.S. manufacturers in U.S. markets, helping to limit U.S. GDP growth while China’s remains at 7.5 percent.

Reacting to China’s currency policy, the U.S. Congress recently passed legislation that would (in violation of WTO regulations and unsigned by President Obama) allow the imposition of tariffs on Chinese imports. Moreover, China’s currency manipulation was a high-profile issue in the 2010 congressional elections and in more than thirty individual races.

There is a growing consensus—clearly expressed at the IMF and in Washington—that by subsidizing export industries and suppressing the value of the yuan to make exports cheap, China’s beggar-thy-neighbor approach has exported unemployment to the West, where 30 million have lost their jobs since 2007. Widespread unemployment among trading partners has slowed recovery from the recession. Considering the 9.1 percent unemployment at home and the Democratic losses in the House of Representatives, it is small wonder that President Obama, in discussions with Premier Wen Jiabao last year, indicated that U.S.-China relations would remain uneven until  China allowed its currency to rise more rapidly. Progress on this has been slow however. The yuan has risen 4.5 percent against the dollar since June 2010, but has fallen by 4.3 percent since that time, against a trade-weighted basket due to dollar weakness .5


China thus confronts several difficult domestic and foreign challenges. But rather than hiding its capabilities and biding its time in keeping with Deng Xiaoping’s counsel, China’s leaders now believe there is benefit in highlighting the nation’s resources and capabilities.

This change in presentation, no doubt spurred by surging pride in all that China has accomplished in the last decade, has been accompanied by the belief that with China’s rise will come competition—and confrontation with the West, particularly the United States. Military confrontation with the United States is unlikely—at least not in the early stages. Rather, the principle battle space, the place where disputes between China and the West will be joined and where each will seek advantage, is the global information space. Here Chinese planners, embracing the realities of post–Cold War conflicts, have taken a leaf from Harvard’s Joe Nye, who makes the point that it is not whose army wins, it’s whose story wins.6


To be sure, the China story “wins”; Beijing invested $6.8 billion in 2010 to create a global network with daily news and commentary in fifty-six languages on television, on radio, and in print. The objective is to frame developing stories in a China-friendly way. Beijing is determined to move beyond the days when international opinion could blame China for the collision of a Chinese fishing boat and a Japanese Coast Guard vessel in the Ryukyu Islands, or allow the Tibet story to diminish and embarrass China on the front pages of the world’s press. 


Li Congjun, the president of Xinhua in Beijing, announced that “CNC will present an international vision with a Chinese perspective.”7 He emphasized that the focus is on “improving our ability to guide international opinion.”

CNC will have to work hard to convince viewers of its legitimacy however. Xinhua was originally the Red China News Agency, later becoming the Chinese Communist Party’s propaganda arm; the new CNC will not be available for viewers in China. In addition to censoring Twitter, bloggers, Facebook, e-mails, texting, and even karaoke, Beijing still limits much of the West’s media reporting. Moreover, even while the People’s Daily says, “those of us in control of the modern media should play the role of a ‘cheerleader’ to enhance our national charm,” Wu Jincai, controller of CNC World, insisted in an interview with the BBC’s Chinese Service that CNC was a “news channel, not a propaganda station.”8


Significantly, this initiative is not simply a public relations effort. It derives from a strategic calculation that China’s progress in global affairs must address China’s broadly negative image among Western metropolitan audiences.9


Yet, seemingly absent from Beijing’s analysis of China’s global presentation is any consideration of the effects of the credibility deficit. Because CNC serves at the pleasure of a one-party authoritarian regime, the commentary and reportage are correctly seen as serving the regime’s objectives. The news agency has set for itself an impossible task; as if the leopard can change its spots, CNC World seeks to compete for legitimacy and authority with independent news organizations such as the BBC, CNN, and Deutche Welle that are guided by established ethical standards requiring the unbiased reporting of events as they unfold. One must wonder at how this will unfold.




 WHAT LIES AHEAD? 

Beijing’s planners know that in this time of multidimensional change, China must frame the Asian story going forward. China will either be seen as Asia’s engine of growth, delivering growth, investment, trade, and markets to smaller Asian nations, or it will be defined a hegemon—a large nation seizing oil, gas, and mineral deposits, a rogue requiring obeisance from others—asserting its interests wrapped in a muscular diplomacy. Cheng Li of the Brookings Institution makes the point that regardless of how it is perceived, “China now wants a seat at the head of the table. Its leaders expect to be among the key architects of global institutions.”

China has global influence, yet public opinion at home in China is increasingly combative—sometimes jingoistic. So with one eye on China’s interests and the other on domestic critics who accuse the leaders of coddling the West, Beijing has begun to push harder to reshape the international system to make it more China-friendly. We see this push in Beijing’s global media program and its determination to redesign the Web, where China wants to vastly increase its share of the trillions of new Internet addresses to be distributed 2011–2012.

We can expect a major Chinese initiative in space—not just tests of antisatellite weapons, but also a full-up moon program leading to a landing in 2013. The objective? Potential energy sources like helium-3, technical and commercial spin-offs, minerals needed to sustain economic expansion, and, the opportunity to showcase China’s advanced technical capacity.

 



IN SUMMARY, although China has recently generated regional and global tensions with aggressive trade and currency policies and territorial claims, of greater concern is its ideational  challenge. China’s present-day approach to governance and civil society informs a new generation of leaders and global strategists beyond the West. Its market authoritarianism has brought a new form of corporate state that challenges the progressive social contract underpinning Western society and thought in the global information space. And that is here, that China’s “story” confronts the Western narrative and where twenty-first century preeminence will be determined.
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 INTRODUCTION

SECRETARY OF STATE HILLARY CLINTON’S decision to visit China within weeks of assuming office in 2009 provided evidence of the importance Washington now attached to Sino-American cooperation.1 Clinton called for a “deeper” and “broader” U.S.-China partnership, saying that cooperation between the United States and China on global issues such as the economy was “imperative.”2 In similar tones, Chinese Premier Wen Jiabao told former U.S. President Jimmy Carter shortly before Clinton’s arrival that the only path for China and the United States was to “strengthen mutual trust and cooperation, and pass through the difficulties together.”3


Wen’s words were a perfect iteration of the so-called new China that we’ve seen emerging on the world stage over the last decade. Long gone are the ideological crusades of the 1960s—crusades that took Maoism to Africa, spread revolution in Southeast Asia, and sought to overthrow the great powers of the West. On the contrary, capitalism is now a global phenomenon—with China among its greatest champions. And since this new incarnation has embraced the capitalist road, the country has come to rely on international markets, global institutions, and free trade to achieve economic growth. This  has allowed living standards to rise, contributing to political stability at home. In the process, China has progressively engaged with the international community it once spurned, showing a willingness to cooperate on a range of priority issues. In so doing, its leaders have taken great pains to craft a new personality for China in the world, which explicitly avoids the historical imagery of a rising power.

Would that this were so. It is not. The discussion that follows makes the case that China’s fresh global face belies a profound challenge to America and the West. This threat is partly hidden by a nuanced and pragmatic Chinese foreign policy. It allows Beijing at once to cooperate on current economic challenges, to promote nonproliferation objectives, disaster relief, peacekeeping operations, antipiracy, and more—all underscoring its support for the global good. In the process, China has carefully avoided direct challenges to the United States, preferring to avoid crises.

But while its leaders follow a path of progressive engagement with the liberal international order, Beijing’s leaders are also leading a formidable assault on this order. As the following pages convey, China is the protagonist in a clash of values, governance, and two versions of modernity in the twenty-first century. On one side are the Western liberal founders of the global marketplace. These actors take for granted their political and economic preeminence in the world they constructed after 1945. On the other side are the new non-Western market converts, from Asia to Latin America, which have learned how to extract the best from both market capitalism and one-party government, thus shattering the illusion that capitalism begets democracy.

Thus, new centers of wealth in the developing world are diminishing the traditional leverage and centrality of Western  economic power; meanwhile, today’s emerging markets are increasingly drawn to a new and compelling doctrine of state-managed capitalism. They are learning to combine market economics with traditional autocratic or semiautocratic politics in a process that signals an intellectual rejection of the Western economic model. According to this doctrine, the government maintains central control over a partly liberalized economy, and the people accept a very non-Western kind of civic bargain: political oppression in the public square in return for relative economic freedom and a rising quality of life. Both of these trends have a powerful cheerleader in Beijing.

What’s more, the Chinese have become a critical source of financial autonomy for smaller countries as well as a beacon of ideas and management expertise about capitalism in a less Western, less liberal format. Taken together, these trends suggest that China is set to have a greater impact on the world in the next two decades than any other country.4


The net effect of these developments is to reduce Western and particularly American influence on the global stage—along both economic and ideational axes. My purpose is to recast our understanding of this challenge, for its strategic importance cannot be overstated and will have vastly greater impact than will the tactical military and economic “China threats” concerning Washington today.




 TWO MYTHS: THE END OF GLOBALIZATION . . . THE BURSTING OF CHINA’S BUBBLE 

Finally, two popular ideas have developed in parallel with the recent economic crisis. The first is that the global recession might have slowed the rate of globalization, and the second is  that this same phenomenon has burst the bubble of China’s rising. Both are mistaken.

Global economic integration has been under way for decades, and while the downturn has upset its tempo, the recession won’t derail it. The global economic system has become so deeply connected, for example, that neither Washington nor Beijing can afford to backslide into heavily protected fortress economies. This realization was apparent from the second half of 2008, when both governments made repeated calls to avoid protectionism. Premier Wen Jiabao used his speech at the World Economic Forum in Switzerland in early 2009 to emphasize the need for Washington and Beijing to “stick to a policy of opening up and co-operation.”5 Weeks later, the Obama administration removed passages from its domestic stimulus bill that referred to a “Buy American” policy advanced by members of Congress. As Obama told journalists, “we can’t afford to send a protectionist message.”6


Admittedly, the following months saw subtle forms of creeping protectionism among various members of the G20. In February 2009, the World Bank announced that it had identified forty-seven measures “that restrict trade at the expense of other countries” between November 2008 and February 2009, including bans on certain Chinese toys in India and Chinese tariffs on Belgian chocolates .7 As the recession’s grip tightened in mid-2009, China was featured on the front pages of the New York Times for quietly adopting policies that encouraged exports and curbed imports. Authorities were, according to the Times, assisting exporters with larger tax rebates and generous loans from state-owned banks while prohibiting provincial government agencies from buying imported goods  except where no local substitute existed.8 Notwithstanding these infractions, however, there was a broad commitment to free-flowing international trade—a commitment not present during earlier economic crises such as the Great Depression. This new collective fear of serious and sustained protectionism was evident after the London G20 summit of April 2009, which saw renewed pledges to avoid such policies.9


Declining world trade and the falling price of food and fuel in 2008 may have taken the wind out of the global export boom for countries like China, Russia, and India. But beyond the balance sheets for 2009, a broader shift in the world economy remains intact. When India, China, the former Soviet bloc, and other regions joined the capitalist world, the global labor pool grew by over three billion. Never again will the West live in a world with so little global competition as it did in the late twentieth century.10 Beyond the facts and figures of the recent economic slowdown, we continue to witness the broad emergence of a new economic order, in which great economic powers such as the United States will continue to wield immense influence, but where new economies such as China can demand an ever-greater say.

Premier Wen has, perhaps predictably, used the crisis as a platform to talk about the need for a novel world order.11 On a trip to Moscow in November 2008, he spoke of the importance of building a new international financial order by attaining new levels of financial and industrial cooperation among China, Russia, and other groups, like the Shanghai Cooperation Organization. Wen also stressed the need to give developing nations more say in global institutions such as the International Monetary Fund (IMF) so that these nations could play a bigger  role in international regulatory mechanisms and supervision over financial institutions in countries whose currencies are held as reserves around the world—namely, the United States.12





CHINA’S RISE DERAILED? 

On the domestic front, some commentators have suggested that the global recession has derailed China’s rise and set the scene for economic and political meltdown inside the country.13 Futurology has great scope when it comes to China, from predictions of impending collapse to inevitable democratization. Suffice it to say, Beijing has so far overseen three decades of staggering growth without losing political control. The recent economic crisis has failed to undermine the seemingly magical blend of economic liberalization and political oppression.

Without question, rising unemployment, factory closures, and a slowdown in exports presage more difficult times. This is a clear problem for a country that has, at times, depended on international trade for up to 80 percent of its GDP.14 But important details in the current downturn have kept the leadership optimistic about the continuity of its system.

The slowdown in the G8, for example, has not been mirrored by the fastest-growing developing economies. The two largest, China and India, expect high, single-digit growth in the next two years, albeit less than in 2000–2007.15 Countries like Brazil, China, and India have also benefited from large foreign-exchange reserves that can be used to cushion domestic shortfalls with accelerated public spending. If the global recession concludes in 2011–2012, we can reasonably expect Chinese, Brazilian, Russian, and Indian economic growth to accelerate.16  China’s semiplanned economy can comfortably maintain growth of 7 percent or more, propelled by state-led investment in infrastructure, while it waits for global consumer markets to recuperate. Which, of course, they will.

Speaking politically, although the downturn has caused serious concern within the politburo, it doesn’t come anywhere near the convulsions of 1989, when students and workers led a nationwide protest from Tiananmen Square over racing inflation, economic hardships, and political oppression. While this is a testing time for the ruling party, the odds are clearly in Beijing’s favor. Many Chinese people today feel a sense of gratitude for the economic reforms that have lifted millions out of poverty and brought the thrills and comforts of modernity to Chinese towns and cities. The protests are small compared with what Beijing has seen before—and more importantly, they remain uncoordinated, a crucial detail in a place as expansive and difficult to organize politically as China. 17
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