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I thank Stanford University for their kind invitation to deliver this public address on
China's future, on America's future, and I hope our common future in the Asia
Pacific Region.
As we look west across the Pacific from this great city and this great university,
we are looking literally at the future.
A Pacific century future full of opportunity, adversity and uncertainty.
And as with any other tipping point in human history, its shape will take form
based on the decisions we make.
It will depend also on the decisions of others.
And it will depend on our ability to carve out sufficient common ground between
us to maintain the peace, to enhance our common prosperity, to create a
collective culture of sustainability and to maintain the values that have sustained
our different cultures and civilizations across the centuries and millennia.
This will be no easy task of diplomacy.
In doing so we will be navigating against the formidable, and sometimes foaming
currents of history.
But with some careful and creative work from the academy, prudent diplomacy,
some visionary political leadership, some mutual civilizational respect from both
sides of the Pacific, and perhaps just a little bit of luck, we can in fact navigate a
future without significant implosion.
This audience is well-familiar with the forces of change currently at work within
the Asian Hemisphere, and its strategic implications for the Western Hemisphere.
Its fulcrum of course is the rise of China.
And the rise of China across all the dimensions of global power.
Strategic, military, political, diplomatic, economic, scientific, technological,
ideational, intellectual and cultural.
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Both rising hard power, soft power, and what Joe Nye has smartly called smart
power.
This is a broad phenomenon, unfolding at unprecedented speed, and doing so
across an equally unprecedented space, impacting countries and regions across
the world.
And it is being felt as such, from the Sea of Japan to the Port of Piraeus including
the politics in Pretoria.
Although naturally, China's power is being felt first and most within China's
immediate neighborhood where the aggregation of Chinese power, capabilities
and interests is at its most acute.
Of course. none of this assumes a perfect linear projection.
Life is not like that.
Nor is politics.
International politics even less so.
The possibilities for "discontinuities" always exist, and I will presently run through
the list of both what is going "right" for China at present, as well as an equally
formidable list of what could go "wrong."
Sometimes it seems the Chinese analytical community is as divided as a crowd
at a world heavyweight boxing title, and sometimes about as polite.
Between the "positivistas" in the red corner who have watched China's growth
over the last 35 years, despite many political, policy and international economic
challenges, and conclude the trajectory will basically continue because China has
accumulated sufficient institutional knowledge to navigate the formidable shoals
that continue to lie ahead as well.
Then in the blue corner, a phalanx of "negativistas" who point to the range of
growing political, economic and environmental tensions within the Chinese
system, and who predict varying levels of growing dysfunctionality, and resulting
discontinuity.
For myself, it is best not to be the referee, because that is often a good place to
get hit.
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But I err towards the "positivistas", in part because of the time I have spent
studying China, in multiple capacities, from university student to Prime Minister,
covering the entire 35 year period of the current reform era.
But also in part because I believe it to be the only prudent assumption for foreign
policy making towards China for the decade ahead.
Furthermore, there is little to be lost in such an approach.
Unlike the "discontinuity" school, whose foreign policy assumptions, based more
on theory rather than history, on hope rather than analysis, could well leave the
U.S., the West and the rest high and dry if these "negativistas" are proven to be
wrong in the longer term.
Of course, an analysis of China alone for the decade ahead is merely the sound
of one hand clapping.
Parallel questions also hang over the head of American power, and the
preparedness of the "world's oldest democracy" to use it as well.
The world no longer regards this as a simple given in tracking the future
trajectory of U.S. foreign policy.
The world sees a war-weary and to some extent world-weary America at present.
Just as the world is aware of the episodic history of U.S. isolationism over various
times across the span of the last century.
To sustain my ringside analogy, however, I remain a "positivista" on America as
well, despite the fashionable nature of much of the public debate in this country
that America's best years are behind it, rather than ahead of it.
The capacity for the U.S. economy to continue to re-invent itself has been proven
time and again in U.S. economic history.
Add to that new technologies that increasingly overcome the traditional tyrannies
of time, speed, distance and scale.
And then a market of half a billion North American consumers under NAFTA, and
the prospect of considerable enlargement again of free trade and investment
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areas with both the Transpacific and Transatlantic Trade and Investment
Partnerships.
Therefore, the more sober, more accurate and more realistic foreign policy
assumption for us all is for Chinese aggregate power to continue to grow rapidly,
bearing in mind the relative success of its development model, its stage of
development and the size of its population.
And for American power to continue to grow less rapidly than China's, but
nonetheless to continue to grow in absolute terms nonetheless.
The critical question for both the policy and analytical communities is when will
the relative crossover occur, across the various matrices of aggregate Chinese
and American power?
Second, how will this impact policy perceptions and behaviors in the future from
Beijing, Washington and other capitals.
And third, what can both sides do to be ahead of this medium to long-term
political and policy curve to manage it effectively, to avoid conflict, and to sustain
an effective regional and global rules-based order for us all.
I believe these to be among the core foreign policy questions for the first half of
the century.
Each demanding active foreign policy answers.
Put simply, either we shape history.
Or history will shape us.
In this address, I propose to examine some of these questions in what remains
for me very much a work in progress.
Starting with the vexed question of Chinese intentions.
Then the likely contours of future Chinese power.
Followed by the multiple constraints on Chinese power.
And finally some observations on what diplomacy might be engaged by both
Beijing and Washington in the period ahead.
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Chinese Intentions
I have the old-fashioned view that we should listen carefully to what Chinese
leaders say.
This is not because I simply have a rose-eyed view of China.
Itʼs because China's leaders have a difficult time communicating a clear message
to an 83 million member Chinese Communist Party other than by mass means.
And the broad thematics of the leadership's message has to be publicly
communicated.
Keeping a national secret among 83 million people would be a challenge for any
political system.
Furthermore, China's leader, Xi Jinping, is no ordinary leader.
More than a year ago I said Xi would become China's most powerful leader since
Deng. And I have seen nothing since then which does anything other than
strengthen that view.
His dispatch of political opponents; his relentless anti-corruption campaign,
including against the military, until recently a no-go zone; his installation of new
military commanders; his immediate taking control of the Central Military
Commission; his concentration of policy power in his own office by heading an
unprecedented number of "leading groups" across the policy spectrum, including
on the "deepening of economic reform”, traditionally the preserve of the Premier;
as well as the recruitment of a growing cadre of highly trained personal staff,
many of them graduates of U.S. Ivy League universities.
With Xi, it is also a question of temperament. He is comfortable in his own skin.
He is comfortable in the exercise of political power. He is confident of his Party
lineage through his father who as both an economic reformer with Deng, and a
significant military commander in the civil war. In dealing with foreigners, he does
not rely on notes. He is a man very much of his own mind.
Therefore in answering the question of Chinese strategic intentionality, we must
fundamentally address the question of Xi's intentionality, not simply because of
his rapid accretion of power, but also because he is barely one year into what is
likely to be a ten-year term.
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While Xi, like his predecessors, as Chairman of the Politburo Standing
Committee, is bound by the principles of collective leadership, Xi is not just
"primus inter pares", he is very much "primus."
Xi's ambition for his country is best articulated in his "China Dream."
Xi has described the dream as "national rejuvenation, improvement of peopleʼs
livelihoods, prosperity, construction of a better society and military
strengthening”.
He has stated that young people should "dare to dream, work assiduously to fulfill
their dreams and contribute to the revitalization of the nation”.
According to the Party's theoretical journal Qiushi (求是), the China Dream is
primarily about national rather than personal purpose. It is "about prosperity,
collective effort, socialism and national glory of China", just in case anyone was
confusing it with the American dream.
The Chinese Dream has four parts: a strong China (economically, politically,
diplomatically, scientifically, militarily); a civilized China (equity and fairness, rich
culture, high morals); a harmonious China (amity among social classes); and a
beautiful China (healthy environment, low pollution).
Xiʼs Dream is also about two major upcoming national anniversaries that serve to
construct something of a broad national, aspirational timetable for the "dream" to
be realized.
Just after becoming Party Chief in late 2012, Xi stated that "the Chinese Dream is
the great rejuvenation of the Chinese nation”.
Xiʼs China Dream is described as achieving the “Two 100s”: the material goal of
China becoming a “moderately well-off society” by 2021, the 100th anniversary of
the Chinese Communist Party, and the medium term goal of China becoming a
fully-developed nation by about 2049, the 100th anniversary of the founding of
the Peopleʼs Republic.
So what does all this mean for the U.S. China Relationship?
Elsewhere Xi has said “China and the United States have close relations and
share common interests and there are also differences”.
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He has also called on the two sides to treat their bilateral ties from a strategic
height and long-term perspective; increase dialogue, mutual trust and
cooperation; respect and take each other's vital interests (hexin liyi, 核心利益)
and key concerns into consideration; and successfully manage their differences
with the aim of constructing a new type of relationship.
Xi's comments on the U.S. relationship have been reinforced by key articles and
speeches from State Councilor Yang Jiechi and Foreign Minister Wang Yi.
So what can be said in summary about these various contributions from China's
political and foreign policy establishment about how China sees its future role in
the world?
First, China is in the business of amassing national wealth and power, of the type
that Chinese reformers dreamed of more than a century ago at a time of intense
national humiliation at the hands of the West and Japan.
And for this objective, the central organizing principles are the "dual
anniversaries" of 2022 (when Xi would still be in power) and 2049.
Second, the driving force behind this is to sustain the Party in power through the
legitimacy it continues to obtain from its economic performance in the eyes of the
people: both in continuing to increase living standards, and by the global prestige
obtained for China through its acclaimed international success.
Third, to achieve this economic and strategic outcome, China needs an extended
period of regional peace and stability, an intention complicated by the continued
neuralgia between China and Japan, because of the unresolved history of the
war between them, for which the disputed territorial claims in the East China Sea
remain a potent catalyst for the future.
Fourth, while China does not want military conflict because of the overriding
imperative of the next phase of its economic transformation plan, it will
nonetheless adopt a more assertive foreign policy than in the past, both
regionally and globally, both within and beyond the multilateral system that
currently carries much of the software of the international rules-based system.
Finally, the core question still remaining in all the above is how China actually
intends to use its full economic and military power, if and when it passes the
United States on either or both measures, in the longer term future - assuming of
course China actually has a policy and plan for this longer-term purpose.
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On this, the jury is still out. China has deployed all its think tanks to work this
through. But no conclusion has yet been reached. How long this remains the
case is yet to be seen.
China has no history of establishing overseas territorial colonies or empires, even
when it has had the power unilaterally to do so, well before the first European
navigators ventured to what they quaintly called the "new world".
Nonetheless many of China's neighbors have rich historical accounts of
countless border wars with the Middle Kingdom.
And in times of peace, of a tributary state system as well.
The future use of Chinese power, either inside or outside the international rulesbased system, either multilaterally, bilaterally, or even unilaterally, is the
fundamental, critical question which both the U.S. and Chinese Presidents must
grapple with for the future.
Failure to do so with sufficient clarity will excite the hawks in both countries, who
will conclude that all the diplomacy over "a new type of great power relationship"
is entirely of a tactical nature, while the strategic question of the long-term use of
Chinese power remains unresolved.

Chinese Power and the Constraints on Power
How power is measured is open to considerable academic dispute.
Both within and between the various metrics of power, as we seek to aggregate
the net power of individual states, let alone non-state actors.
But we cannot allow complex debates about methodology to obscure some
basic, significant emerging trends.
First, on pure political power, the Chinese Communist Party remains solidly in
control of the country.
It has no plan to democratize the country.
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And therefore go through the "chaos" of what they saw as the Russian
experiment under Gorbachev from which they believe Soviet/Russian power
never recovered.
Also, the authority of the leadership is underlined by the loyalty of the army to the
Party (not the state), as well as a formidable domestic security and intelligence
establishment.
That is not to say the Party does not face significant challenges to its political
authority. It does.
Corruption, including those forces who oppose it, tolerate it and support it, is a
real political dynamic in the country, particularly on the question of "where to
draw the line".
Air pollution has also now created its own social protest movement on a
potentially grand scale, given that everybody has to breathe, and this problem is
now evident across most of urban China, not just Beijing.
To this is added widespread concerns over food and water quality, which, like air
quality, are the direct products of the sheer speed and scale of industrial
development.
Local protest movements over land ownership and land resumption have grown
in intensity.
New sources of ideational belief and commitment well beyond the Communist
Party have rapidly emerged through an explosion in religious belief, both
Christian and Buddhist.
And finally there are the continuing threats of separatism, and in the case of
Xinjiang, terrorism, which are becoming more violent.
Despite all these factors, political power and control appear well established, well
consolidated and without organized opposition.
Second, on the economy.
China's economic power underpins its position in the world today.
It is reflected in the fact that in 2010 it passed Japan in economic size.
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It also plans to pass the U.S. before the centenary of the Party in 2022, and
according to many forward projections using either purchasing power parity
methodologies or market exchange rates, it is likely to do so.
China is now the leading trading partner of 124 countries in the world, as
opposed to 76 for the U.S..
China is now the world's biggest exporter.
It is also the world's biggest manufacturer.
China now has the world's fourth largest stock of foreign direct investment after
the U.S., the UK and France.
At $3.7 trillion, China has the world's largest foreign currency reserves.
Furthermore the Chinese Yuan has begun to be used for an increasing number
of global commercial transactions, with a long-term objective it seems of
challenging the reserve currency status of the $USD.
Of course, the key analytical question is how sustainable is Chinese growth into
the future.
First, China recognizes that its existing growth model must be replaced by the
new model unveiled at the recent Third Plenum of the 18th Party Congress.
This is a bold reform document whose central organizing principles are private
consumption rather than state investment being the main future driver of growth;
urbanization as Chinese city dwellers for the first time in Chinese history now
outnumber Chinese peasants; the rapid development of the Chinese
employment-intensive services sector; the reform of the financial sector including
less exploitative interest rates for consumers who at present cross-subsidize the
poor lending practices of many banks; and a greater role for the private sector
through a policy of competitive neutrality to reduce the role of inefficient stateowned enterprises.
This is a rational policy script but many things can go wrong.
Chinese consumers have been historically resistant to greater levels of
consumption because they still believe they cannot trust the government to care
for their education, health, unemployment and aged care needs.
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Second, it is widely-feared the state-owned sector will fight back at any significant
inroads to their market share, thereby reducing overall national productivity. This
failure to apply basic financial disciplines in SOE's is particularly feared in the
Chinese private and public banking sector.
Third, there is the broader problem of the pace of reform as the economy shows
signs of slowing for a range of domestic and international factors, thereby
increasing the temptation for the Government to resort again to short term
stimulus, thus removing the incentive for systemic reforms to the economy to
take hold and to take effect.
Fourth, there is a massive environmental, economic and therefore political
problem emerging with pollution in the immediate term and climate change in the
longer term.
Coal accounts for 70 percent of China's electricity supply. The prospects for rapid
transformation to renewable energy sources are limited by the sheer scale of
demand because of the growth rate.
The truth is, China has spent the last 35 years externalizing the environmental
cost of development.
That cost is now palpable across all environmental domains, and the political
reaction is becoming acute.
One relatively recent analysis calculated the cost of environmental degradation in
2010 at already 3.5 percent of GDP.
Another study estimates that China with 20 percent of the world's population
accounts for 40 percent of the total deaths in the world caused by air pollution.
On climate change, the Second National Assessment Report warns that Chinese
agricultural yield could reduce by 20 percent absent effective adaptation
measures. Also, the economic cost of extreme weather events is rising in a highly
populous country.
While renewable energy and energy efficiency measures will generate their own
additional economic activity, the political demand for more drastic, immediate
measures to rapidly improve air, soil and water quality are likely to slow economic
growth at an already difficult time of economic policy adjustment.
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Finally, China's global environmental footprint is also growing rapidly, creating
immediate and longer-term problems for China's neighbors, and those further
afield, including the West Coast of the U.S..
Then there is the question of China's military power.
Let me simply quote from one of the better known hawks within the Chinese
foreign and security policy establishment.
According to Professor Yan Xuetong, by 2023, Chinaʼs Military Expenditure
would reach 60-80 percent of that of the U.S., while the current ratio between
China and U.S. is about 1:6.
And also by 2023, China might have a manned space station, 3 to 5 carrier battle
groups, 4 to 5 submarines with strategic nuclear missiles with a range of 8,000
kilometers, and fifth generation J-20 and J-31 stealth fighters in service.
The US will retain overwhelming, significant military supremacy over China both
regionally and globally through to mid-century, although the trajectory beyond
that in impossible to predict.
The bottom line, however, is that the US military task will become harder than it
has been before, although China will not want to risk any direct conflict with the
US until the correlation of military, economic and diplomatic forces are much
more decisively in their favor.

Future Directions for US-China Diplomacy
So where does all this lead in terms of future directions in US-China diplomacy?
I believe it is possible to carve out a common future for both these great
countries.
And one which upholds the interests of other states, both great and small, that
depend on the international order for their survival.
To do this, however, will require four core elements in US and Chinese diplomacy
towards each other:
First, committed political leadership at the top;
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Second, a fresh, conceptual approach which does not ignore existing strategic
realities, but seeks to build new habits, structures, content, vocabulary and a
narrative of strategic cooperation that manages the internal politics of both
systems;
Third, a working agenda that translates lofty words into operational reality;
Fourth, a high-level diplomatic mechanism for doing so.
On leadership, I believe both leaders are seized of the significance of the
challenge, and are prepared to engage.
As for a conceptual framework, President Xi uses the term "a new type of great
power relationship" to avoid the inevitability of conflict between an existing great
power and a rising power.
This concept is very much a headline waiting to be populated.
President Obama has said he is prepared to work on defining such a
relationship.
My own tentative view, as noted elsewhere, is that conceptually we should do
some work around the idea of a relationship that is characterized by what it can
"construct" together in the future.
In Chinese, the words "jianshe" (建设), the verb "to construct," and "jianshexing"
(建设性), the adjective "constructive" are both overwhelmingly positive, proactive, action-oriented terms.
They are about building stuff.
Not just objects, but also attitudes.
It may be possible, for example, to "construct" together new global public goods,
"gonggong chanpin" (公共产品), a term which the Chinese themselves have only
relatively recently begun to publicly embrace.
In a certain sense, this can also be applied to construct new "regional public
goods" as well.
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And this in fact is where this are needed most.
This is qualitatively different to Bob Zoellickʼs classical "stakeholder" theory.
Under stakeholder theory, China is invited to share the burden of implementing
the rules already set by others.
"Constructing" new public goods, which either don't exist, or barely exist, is
something else.
Maybe we should even dust off our international relations textbooks and ask what
the international relation theory of "constructivism" (建构主义) might have to say
that is useful in this sort of conceptual discussion.
On content, a new "constructive" relationship could take the form of a new
regime, or new rules of the road, on cyber security. No such regime currently
exists. China and the U.S. could "construct" one.
Second, it could take the form of a radically new form of climate change
agreement between the worldʼs two largest polluters. At present, there is none.
Nor are China and the U.S. likely to sign or ratify a binding global treaty, but
bilaterally they could "construct" a new bilaterally agreed approach that big
polluters might then join. This would be "constructing" a new global public good.
Third, it might also take the form of working together to build a robust regional
institution over time, by building a new Asia Pacific Community out of the existing
East Asia Summit, to build new regional norms around common security, for
example, around natural disaster management, then progressively other harder
security questions, including preventing incidents at sea, or even in time,
managing territorial disputes.
I have written about the range of issue areas for constructive engagement in
various papers and articles elsewhere.
The overall point here is for China, the U.S. and others to build new public goods
together where they currently don't, or barely, exist.
And in Asia, that is everywhere.
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This approach directs energies at "constructing" together a common, external
public good, rather than focusing only on the zero sum game calculations of an
exclusively bilateral nature, where one side or the other either wins or loses.
This turn is a way of gradually changing strategic mindsets, or siwei (思维), over
time.
Or as Deng might have said in a different context：
摸着石头过河
Or in English, "feeling your way cross the river, stone by stone".
Finally on mechanisms, fortunately, as of last year, we have a new, emerging
practice of annual bilateral summitry.
This is where the work must be commissioned and agreed.
Only the two Presidents, in both their political systems, have the authority and the
potential chemistry to make the big strategic calls that will be necessary for the
future.

Conclusion
China is fascinated by the concept of power.
Both the concept of power, its use, and its impact on order have been the subject
of intensive Chinese philosophical inquiry for 2,500 years.
An important challenge for the U.S., the West and the rest for the future is to
work within the ideational grain of Chinese concepts of power and order, to seek
to identify where there may be common conceptual and linguistic landing points
between the two traditions.
It is often assumed in the West that the only theories of international relations
that explain the world and what state actors should do within it are Western.
This is not a reasonable assumption.
Nor is it a respectful assumption.
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There are many classical theories of Chinese statecraft over the millennia. And
although most of these have been directed to "internal" statecraft, there is a vast
early literature of how Chinese states before unification under the Qin dealt with
each other.
Many, but not all these traditions, might be described in the West as "realist".
The concrete challenge, however, is to work on closing the linguistic and
ideational gap separating China, the U.S., and the core organizing principles of
the current international rules-based order.
China says the U.S. is the global hegemon and wants to replace that with a more
multi-polar global governance.
Furthermore, China says it had no role in creating the current system, even
though it has benefitted over the last 35 years from its strategic stability and
relatively open global economy.
Therefore we should focus with our Chinese friends on those classical values
and ideational concepts which lend themselves most to the future evolution of the
global rules-based order.
Various academics have attempted this. Yan Xuetong of Tsinghua has sought to
apply the classical Confucian virtues of "Yi (义)", "Xiao (孝)", "Li (礼)", and "Ren (
仁)", respectively "righteousness, filial respect, rites and protocols, and
benevolence", to the future international system.
I disagree with my good friend Professor Yan, not least because these virtues are
almost exclusively hierarchical.
But there are other Daoist, Mohist, and what could loosely be described as
Confucian cosmological traditions which may be more applicable to the global
discourse. Namely "Dao (道)", "Zhong Yong (中庸)", "Da Tong (大同)", "Hexie (和
谐)", and "Ping Heng (平衡)" which respectively might be rendered as "The Way",
"The Golden Mean", "The Great Unity", "harmonization", and "balance".
Obviously the latter are closer to modern Western concepts of multilateralism,
compromise and even sustainability.
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Although no one of these go the core question of a rules-based order, which is
whether the long term stability of the order requires a single super power, or
group of like-minded great powers, to enforce the rules based order when
necessary.
Lest anyone conclude this is sinology gone mad, the truth is Chinese political
elites have little conceptual or linguistic ownership of the terms of the debate on
the future of the current international system.
In fact, at a psychological level, they see the terms of the debate themselves as
having been imposed on the world after WWII by the former colonial powers who
for centuries had militarily occupied Asia.
In other words a system designed by white men for white men.
This is just one of the various conceptual challenges to be overcome, together
with the substantive power realities, and the real policy challenges we now
confront, as discussed above.
The challenge for the U.S. and China, and those like Australia, who are friendly
to them both, is to engage across the full range of these questions: from the hard
realities of strategic and military power, across the opportunities and frictions that
arise from our economic engagement, to the deep conceptual questions that will
also play a profound, if less understood role.
I remain on balance an optimist that both countries can work effectively on a
common future for us all.
Nothing determines our future for us.
Leadership really does matter.
And I believe the Presidents of these two great, yet so vastly different, countries
are capable of providing that leadership for us all.
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