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                       Centuries of national humiliation  
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                           Desire for national renaissance  
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China’s  heyday  - Tang Dynasty – 618 – 906 A.D. 



                  Ingredients of the China Dream 
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                        More  than  the  “American  Dream” 
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Gov’t  cleaner,  army  for  people More equal and dignified, if poorer, lives  More than the American Dream 

Strong China 
Civilized China 
Harmonious China 
Beautiful China 
 
Robert Lawrence Kuhn, New York 
Times, 4.6.13 
 



   Rise of the Great Nations – CCTV 12-part documentary in 2006 

• China aspires to be a SUSTAINABLE great nation  
• Great Nation = Innovation that brings well-being and 

prosperity to its people, and progress to the world. 
• Aggression through force is to be avoided  
• Rule of law and building of economic and political institutions  
• Focus on internal development and building sustainable 

capabilities 
• Catching  up  to  become  ‘great  nations'  (e.g  Germany,  Japan,  

Russia), the government must play the leading role 
• Big lesson to be learnt from collapse of USSR 
• Merits of democratic values of the West (e.g. France) 
• More open and inclusive society before full democracy (Britain 

in 17th century)  
• Need to play by the rule of the modern world, and to make 

compromises both internally and externally  
• Unification through peace, not force (Germany) 

 
(Source: Sun Bin blog 29.11.06 - http://sun-bin.blogspot.hk/2006/11/great-nations-

and-what-does-china-want.html ) 
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                 New Great Power Relations v Thucydides Trap 
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   Xi  and  Obama’s  historic  tete a tete at Sunnylands, 7-8 June, 2013 
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Trying  to  forestall  “Mutually  Assured  Misconception” 



 Reality check – “Unstable,  Unbalanced,  Uncoordinated,  Unsustainable”     
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Unbalanced, Unstable, Uncoordinated, Unsustainable 

Middle-income trap Aging profile  Territorial discord Energy security 

Rising social unrests Worker’s  rights 



                Rising inequality breeds social discontent  
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                                  Leadership’s  sense  of  regime  crisis 
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                             Rule by law v rule of law 
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                                Human rights wanting  
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                                   Ecological disaster 
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                          Middle Income Trap 
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                    Financial inefficiency and overcapacity   
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                           Rising debt and shadow banking  
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                       Multiple “crises”  in China 3.0  
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European Council for Foreign Relations (ECFR), Mark Leonard (ed.), November, 2012 



                                    “Affluence  crisis” 
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                                       “Stability  crisis” 
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•Extractive institutions; Crony capitalism; Princelings Checks and balance ? 



                                       “Power  Crisis” 
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Geopolitics 



                                           “Partial  Power” 
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Path Dependency Soviet shadow 

Vested interests Aggrieved nationalism  
China  to  remain  a  “Partial 
Power”  – 
 
(a)economic model   
(b)government monopoly  
(c)inequality  
(d)rule of law  
(e)ethnic discord  
(f)political atrophy  
(g)nationalistic foreign 
policy  



                                 “Coming  Chinese  Crackup” 
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“Ernai  Villages”,  LA  e.g.  
Roland Heights, Arcadia, .. 

Crackdown on dissent Revolutionary Mass Line Wall Street Journal, 6 March, 2015 

Anti-Corruption spares Princelings?  Lip service to Third Plenum Reforms?  



                                           External challenges  
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“Security  threat”? 

Pivot to Asia TPP – anyone but China Diaoyu/Senkaku islands 

ASEAN disharmony               Asia Order  Changing Taiwan relations 

Geopolitical rivalry 

Perceived security threat  



                               Regional power dynamics    
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                                    Energy security  
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                               Reform plan took shape Feb 2012   
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2020 Target  
 
• China to become middle-income country by 2020 - President 

Hu, 18th Party Congress 
• From $5,500 in 2012 to $10,000 requires average growth < 7%  

- Not beyond reach 
 
2030 – World Bank Report with Development Research 

Centre of State Council  
 
• Local authorities to be regulated (v land grabs) 
• SOE reform 
• Hukou reform 
• Universal access to healthcare, education and housing 
• Improve governance through the middle-class 
• Liberalize financial system to achieve higher TFP 
• RMB internationalization and eventual full convertibility 
• Green economy with cap and trade + procurement 

standards 
• Responsible stake-holder in global order 
 
*Harvard Kennedy School alum Liu He, Secretary-General of 
DRC , promoted to VC of NDRC in March, 2013 



                          China’s  continuing  reform  – Work-in-Progress 

• March 2015 NPC – Premier  Li’s  Work  Report  – China's 
economic model is beginning to shift towards more 
moderate but more sustainable growth - 

• Despite slower economic growth, 2014 saw 13.22 m new 
urban jobs created > 2013.  

• Newly created businesses increased 45.9% or 12.93 m units. 
• Energy intensity largest drop by 4.8%.  
• Contribution by consumption and services to GDP 

increased from 50% to 51.2% and from 46.1% to 48.2%.  
28 

• Rule of Law (or Rule by Law) top priority at Fourth 
Plenum in November 2014 .  

• Moves to gradually improve judicial independence by 
establishing circuit high courts and by elevating the 
powers of judicial appointments and judiciary funding 
from local to provincial or regional levels. 

• Lawyer professionalization   
• Allegiance to China's Constitution is to be upheld 

including One Party model but Party leaders NOT 
above the law - Tigers caught in the on-going anti-
corruption campaign 



                                     More inclusive growth  
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                        Narrowing the rural-urban divide 
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            Correcting the Lewis Curve Turning Point 

31 1-2m extra births a year – child services scramble to cope 



                          Market to  have  “decisive”  role   
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• Public  ownership  remains  “”main  body”  but privileges to 
be chipped away gradually  
 

• Mixed ownership -  Temasek-type state-owned investment 
corporation plus private investors e.g. power grids and 
electric vehicle charging equipment (estimated $32 billion) 
 

• SOE’s  tribute to double to 30% by 2020 
 

• To liberalise prices of water, electricity, oil, gas, transport 
and telecommunication 

 
• Private banks to be allowed  
 
*As of July 2014, Sinopec to sell 30% stake in 3,000 petrol 

stations and 23,000 convenience stores. Sinopharm + China 
National Building Materials next in line.  
 

* 



                          Financial liberalization accelerators  
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         RMB internalisation & interest rate liberalization  
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Interest rate liberalization in 2 yrs?  (Zhou Xiao Chuan, 
Gov of PBOC, 2014 )  



                       RMB  eclipsing  the  dollar  as  “reference  currency” 

35 



          Some 40 central banks include some RMB as reserve currency 

36 



                   To rival but not supplant the greenback 
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                          World’s  largest e-tailing marketplace 

MGI  (“China’s  e-tailing Revolution”)  ,  March  
2013  

•E-tailing $190 b sales 2012 
•120% CAGR since 2003 
• >  6 m e-merchants on Taobao 

•Singles Day 2012 - $4 b online sales > U.S. 
Cyber Monday  

•Largest online population with 130 m 
residential broadband accounts 
•Broadband penetration only 30% 
•Online sales to reach $650 b by 2020 
•Potentially to lift private  consumption”+  4-7 
% by 2020 
•Tier 4 cities average online shopper 27% 
disposal income through e-tailing 
•To boost retail sector productivity + 14% 
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                                  World’s  largest  shale  gas reserve  

39 

• IEA -  gas use to rise by 50%  for over 25% of 
world energy demand becoming second largest    
primary energy source after oil but ahead of 
coal. 

• US is set to overtake Saudi Arabia and Russia 
to become the world's biggest energy 
producer by 2017, according to a  2011 
November IEA report 

• U.S. Energy Information Administration (EIA) 
estimates that China has 1,275 TCF of 
technically recoverable shale gas reserve, or 
19.25% of world’s total v 862 TCF in the U.S. 

• Shale gas is 43% and 30% less in CO2 
emissions compared with coal and oil, which 
together represent some 90% of China’s total 
energy use, while 55.2% of China’s oil is 
imported 

• But water intensity plus aquifer and waste 
water pollution pose huge ecological 
challenge.  

• China the world’s biggest customer.   



                                         Innovative capacity 
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•  Top patent filer first developing country in a  century 
 
•  Largest 36.4% growth 2011 v EU 5.4% decline 
 
•  80% home-grown filings v 50% in US 
 
•  30 x increase in complex filings 1995-2008 
 
•  1.4m trade mark filings out of 4.2m worldwide 
 
•   2010-11, 61.8% of trade mark filings worldwide v US   
6.2% 
 
•  90% of global growth in industrial design filings 09-
11 
 
•  + 60% in R & D productivity (filings @$ )2000-1 



                                  Up the value chain  
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           China to lead in installed industrial robotics by 2016 
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                                     Made in China 2025 
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China’s  Manufacturing  Strategy   
 
•To be leading manufacturing giant by 
2049 (100th anniversary of PRC)  
•Marrying manufacturing and information 
technology 
•Five Principles - innovation, quality, 
green development, optimizing structure, 
and talent. 
•Milestones - 2025 and 2035 
•To start with national manufacturing 
innovation centres, intelligent 
manufacturing, innovative high-end 
equipment, core electronic devices, high-
end universal chips, numerical control 
machines and large airplanes.  



                                 China’s  rising  innovators   
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                                 Going global  
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                                        Investing globally   
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                        Historic environmental law 
• Law passed April 2014, effective 2015 
• Environmental protection accorded First Priority  
• Major polluting companies to publicize data on pollutants, 

methods of discharge, concentration and emissions, excess 
emissions, and pollution prevention facilities. Violators to bear 
responsibility with monitoring authorities concerned. 

• Government to integrate prevention and coordination 
systems for watershed pollution and ecological damage. 

• Environmental noncompliance subjected to heavy fines on a 
daily basis 

• Environmental authorities unprecedented powers of closing 
down, seizure and detention of offenders.  

• Environmental Impact Assessments (EIAs) to apply to 
regional targets with powers to refuse project approval. 

• Public Interest litigation by registered qualified NGOs 
allowed against projects, though not against monitoring 
authorities 

• Achilles heel to be rectified - Environmental Protection 
Ministry to take over local environmental bureaux ? 47 



                  Staying the course in green development 

Circular economy law, 2008 
Carbon Trading - Sept, 2012 -Enacted 
permits (~$1@metric ton = 1 billion mts = ½ 
whole EU by 2015)  

2020 -2050 Targets 
(2012)– 
 
Renewables (6.7%) - 16% 
- 45%; 
 
Nuclear (0.7%) 4% - 10%; 
 
Fossil (92.6%) 80% - 45% 



                               Improving Party legitimacy   

• Empowering the Central Commission for 
Discipline Inspection to fight corruption and 
power abuse  

• Enhancing judiciary independence by unifying 
authority over staff and property at provincial 
level 

• Enhancing the  power  of  people’s  congresses 
(China’s  parliaments)  at  all  levels  

• Promoting “consultative”  and  “grass-root”  
democracy including public hearings and 
consultation on new laws (e.g. Environmental 
Protection)  

• “Labour  re-education”  system abolished 
December 2013 

• Regulating local government finances (e.g. 
shadow banking) 

• Promoting the role of public monitoring and 
grass-root social organizations. 
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                  Epiphany of Alexis de Tocqueville 
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Coming to grips with core-rotten corruption and power abuse  



                 Still  the  world’s  highest  People’s  Satisfaction ratings  
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China’s  rating  was  
up 2% since 2013 



                                Size matters 

52 

Rank Country $ Year 

1       Qatar 91,189 2012 

2      Luxembourg 89,510 2012 

—    Macau 86,341 2012 

3  Norway 66,141 2012 

4  Singapore 60,800 2012 

5 Switzerland 53,191 2012 

6  Brunei 52,482 2012 

7  United 
States 51,749 2012 

—  Hong Kong 51,103 2012 

8  Kuwait 46,385 2012 

9  Austria 44,122 2012 

10  Ireland 43,834 2012 

92  China 9,083 2012 
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                                    Back to the Future 
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                                     Turning of the Tide 

According to OECD report November 2012,  
 
• China > euro zone in 2012 and the US by 2016 to 
become  the  largest  economy  in  the  world” 
 
According to Goldman Sachs - 
 
•  China's economy already > rest of BRICS combined. 
 
•  2050 top 10 economies - China ($70 T), US ($38 T), 
India (= US), Brazil (> $10 T), Mexico (<$10 T), Russia, 
Indonesia, Japan, UK and Germany  ($5 T).  
 
•  Only 4 G7 to remain on this list. Except the US, the 
other 3 G7 countries, Japan, UK, and Germany, to fall to 
bottom of list.  
 
•  Combined economic weight of 6 Emerging and Growth-
leading Economies (EAGLEs) = 2 1/2 times remaining 
G4.  
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                                Port  to  the  world’s  goods     
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                World more dependent on China as largest trader 
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                      Increasing grip on the world economy 
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                            Whole world is pivoting to China  
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                  One Belt, One Road (OBOR) New Silk Road strategy 
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                                     With an alternative to Panama Canal ? 
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• Nicaragua's Congress has granted 
Wang Jing's Cayman Islands-
registered HKND company a 50-year 
concession to develop a 286-km (178-
mile) canal connecting the Caribbean 
with the Pacific via Lake Nicaragua, at 
a cost of $40 billion, to be completed in 
6 years.  
 

• The canal is three times longer than 
Panama and can accommodate the 
largest container vessels, those 
Shanghai’s  Linyungang  can 
accommodate  as  the  world’s  deepest  
container port.  
 

• To anchor China’s  commercial and 
geopolitical interests in Latin and 
South America  
 

• Likely partner – China Railway 
Construction   



                                               The world by rail ?  

61 

• China-Russia-Canada-America" line –  
13,000km, entire trip to take two days, travelling 
at an average of 350km/h (220mph). 

 
• Crossing the Bering Strait between Russia and 

Alaska in 200 km (125 miles) of undersea tunnel 
 
• China to provide funds, technology and 

construction and to share operation with 
countries traversed in exchange for resources  
 

• According to Beijing Times report 8 May, 2014, 
already in discussions. 
 

• According to Inhabitat.com 23.08.11, Russia has 
already given the greenlight to $65 Billion 
Siberia-Alaska Rail and Tunnel to Bridge the 
Bering Strait.  
 



                       Asian Infrastructure Investment Bank 
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• Now  57  countries  including  16  of  world’s  largest  
economies (except US, Japan, Canada, Mexico)  

• Nearly all Of Western Europe, except Belgium 
and Ireland 

• Most Eastern Europe have not joined 
• Non-Asian countries limited to overall 25% 

shares 
• All BRICS countries included  
• Negotiations for Charter to be signed by end 

June, 2015 

 

 

Jordan 
Kazakhstan 
Kuwait 
Kyrgyzstan 
Lao 
Luxembourg 
Malaysia 
Maldives 
Malta 
Mongolia 
Myanmar 
Nepal 
Netherlands 
New Zealand 
Norway 
Oman 
Pakistan 
Philippines 

 
 

Poland 
Portugal 
Qatar 
Republic of Korea 
Russia 
Saudi Arabia 
Singapore 
South Africa 
Spain 
Sri Lanka 
Sweden 
Switzerland 
Tajikistan 
Thailand 
Turkey 
UAE 
United Kingdom 
Uzbekistan 
Vietnam 

Australia 
Austria 
Azerbaijan 
Bangladesh 
Brazil 
Brunei 
Cambodia 
China 
Denmark 
Egypt 
Finland 
France 
Georgia 
Germany 
Iceland 
India 
Indonesia 
Iran 
Israel 
Italy 

 
 

                                                                         Final list of 57 founding members of the AIIB 



                           Silk Road Infrastructure Fund 

• China will contribute $40 billion to set up a 
Silk Road infrastructure fund to boost 
connectivity across Asia, through building 
roads, railways, ports and airports across 
Central Asia and South Asia. 
 

• To focus on China's Silk Road Economic Belt 
and the 21st Century Maritime Silk Road 
initiative. 
 

• To be "open" and welcome investors from 
Asia and elsewhere.  
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                                   What is AIIB all about?  

64 

• World Bank president reserved for an American 
• IMF head for an European  
• ADB – Japan’s  voting  power  2X  China’s 
• Bretton Woods institutions follow Washington Consensus – 

full privatization and liberalization of markets, exchange rate, 
interest rates, trade and investment, tight budget – Not 
working for most developing countries   



                     New Development Bank (BRICS Bank) 
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• Representing 41.4% (3 b) 
world population, 25% of 
world land mass and GDP   

• HQ in Shanghai; African 
regional centre in 
Johannesburg  

• Inaugural President from 
India  

• Inaugural Chairman of B 
of Directors from Brazil 

• Inaugural Chairman of B 
of Governors from Russia 

• No veto power for any 
Member 

• No increase in any 
Member’s  share  without 
other 4 Members agreeing 

• Non-BRICS country can 
join but BRICS share > 
55% 

• Authorized lending up to 
$34 b p.a., to start in 2016  



                      China containment in all but name 
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                         China’s  energy  escape  routes   
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                Survivable deterence and longer-range power projection  
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Military Strategy White Paper 2015 ICBMs Modern nuclear subs 

Mobile A2/AD anti-ship missiles Hypersonic warplanes  Multi-warhead hypersonic delivery systems   



                     Shape of US leadership - Global Trends 2030 
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National Intelligence Council, Washington  DC, 
December 2012 
 
• By 2030, developing world > 50% of world's economy 
with China displacing US as largest economy.  
 
•  Global economic power shifting to East and South, 
reversing historic rise of West c. 1750. 
 
• Power to become more diffused in a multi-polar world, 
including individuals and non-state actors.  
 
• America to lose its global dominant position but is 
likely to remain primus inter pares.  
 
•  Unprecedented urbanization, rise of the middle-class, 
new, disruptive, or lethal technologies, resource 
constraints, more aging populations, and risks of more 
crises and conflicts. 
 
•  A great re-balancing of the world will be taking shape, 
perhaps not dissimilar to the European "long peace" after 
Congress of Vienna in 1815, which was also a multi-
polar period of rapid social, economic, technological and 
political change.  

According to OECD report November 2012,  
 
• China > euro zone in 2012 and the US by 2016 to 
become  the  largest  economy  in  the  world” 
 
According to Goldman Sachs - 
 
•  China's economy already > rest of BRICS combined. 
 
•  2050 top 10 economies - China ($70 T), US ($38 T), 
India (= US), Brazil (> $10 T), Mexico (<$10 T), 
Russia, Indonesia, Japan, UK and Germany  ($5 T).  
 
•  Only 4 G7 to remain on this list. Except the US, the 
other 3 G7 countries, Japan, UK, and Germany, to fall 
to bottom of list.  
 
•Combined economic weight of 6 Emerging and 
Growth-leading Economies (EAGLEs) = 2 1/2 times 
remaining G4.  



                                           US Strategic Vision   
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• Re-balancing a Larger West (drawing Russia and Turkey closer 
to Western norms (EU + WTO (for Russia) 
 

• Re-balancing a Complex East –  
 
• Pivot to Asia to  neutralize  China’s  dominance 

 
• “U.S.-Japan-China cooperative triangle”    supported  by  U.S.  
treaty obligations - China not to view U.S. support for Japan's 
security as a threat, nor Japan to view more extensive U.S.-
Chinese partnership as a danger 

 
• Refrain from provocative reconnaissance operations at 
China’s  doorstep 

 
• Closer U.S.-China military-to-military dialogue to build 
strategic trust 

 
• Explore an accommodative  formula  to  maintain  Taiwan’s  
integral identity, pending longer-term development 

 
• West and East relationship can only be either reciprocally 
cooperative or mutually damaging”. 

(2012) 



                              A possible new Asian order   

71 

• American Asian primacy since 1972 now being 
contested 

• Asian theatre overwhelmingly important to China’s  
survival and influence 

• To Asia China economically more important than 
America even before overtaking US in a decade or 
so. 

• China’s  military  budget  (2013)  $114.3  b  only  1/5  of  
U.S., 2% GDP v US 4.7%,  but air-sea, nuclear 
submarine and anti-ship missile “anti-access, area-
denial”  capabilities  vastly improved plus credible 
2nd –strike retaliatory nuclear power 

• Military force - not fire-power, how much, how 
large, how extensive but how effective where and 
when it counts 

• Asian allies want US to balance against China but 
not prepared to fight U.S. hegemony war unless 
China threatens own sovereignty and identity  

• Costs of enforcing U.S. primacy incommensurate 
with outcome 



                              Energy deal of the Century  
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My live interview on RT on 20 May, 
one day before the deal was singed 



               China-Russia cooperation despite mistrust  
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 Chinese territories lost since 1840. 
• Balance against US dominance, 
• Anti-separatism 
• Mutual energy needs  
• Common grounds on Eurasian 

Economic Union (Russia, Kazakhstan, 
Kyrgyzstan, Belarus, Armenia) effective 
1 Jan, 2015   



                               What does China want?  
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Territorial Integrity  Energy Security  

National Renaissance and dignity  Regime stability 



                               Peaceful coexistence possible ?   

75 

China’s  Monroe  Doctrine  ?   

1. Mutual respect for each other's 
territorial integrity and 
sovereignty. 

2.   Mutual non-aggression. 
3. Mutual non-interference in each 

other's internal affairs. 
4. Equality and cooperation for 

mutual benefit. 
5.   Peaceful co-existence 



        A transformed world: (a) Flat, Connected, and Dynamic          
Global Connectivity   Global supply and value chains 
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                       A transformed world: (b) Inter-dependent  
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                   A transformed world: (c) Changing of the Tide  
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             A transformed world: (d) Identities, Ideologies and Islam  
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              A transformed world: (e) Exceptionalism to Multi-polarity  
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                              A transformed world: (f) Flexible bonds  
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                  A Transformed World (g) Cobweb of rivalry and cooperation 

82 

SAARC =South Asia Association for Regional Cooperation 
PIF= Pacific Islands Forum 
ARF = ASEAN Regional Forum  



                    A transformed world: (h) Struggle for shared Destiny   
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                   Overlapping interests enable cooperation  

84 

• New powers including China re-shaping not 
breaking US-led world order 

• US no longer hegemonic. Power to be shared. 
New accommodating leadership needed e.g. 
US-led global cooperation.  

• Anti-piracy and terrorism  
• Nuclear non-proliferation 
• NATO’s  SHADE (Shared Awareness and 

Deconfliction) inclusive of non-allies  
• Regional security  
• UN humanitarian intervention – R2P 

(Responsibility to Protect) e.g. Libya   
• Pandemics  
• Global financial architecture (banking  

regulation, currencies, contingency reserves etc)  
• World trade and macroeconomic imbalance 
• New and cleaner energies  
• Climate Change 
• The Arctic  

Leadership of military, economic and soft power 
likely to endure if smartly applied  



                                     South East Asia’s  growth  at  a  watershed   
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Asia to 2050 depends on overcoming the Middle Income Trap  High growth rates expected 



                 ASEAN infrastructure thirsty for investment 
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World Bank lent only $25 b for Asian 
infrastructure in 2011 = 50% of total WB capacity 



Europe could leverage Russia-China cooperation in new Eurasian Union  

87 

Joint investment in infrastructure and logistics in Customs Union of Belarus, Kazakhstan, and Russia (effective January 1, 2010) 
along a 5,000- km highway through Kazakhstan linking China to Europe 



                                   In Central Asia 
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                            And, of course, in Europe itself  

89 



                         Rivalry inevitable, but not conflict    

90 

Sino-US competition (rivalry) inevitable. 
Conflict is not.  

Yiwu-Madrid line and Trans-Siberian line 

Europe can also leverage its values and 
institutions by embedding China in Europe 
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Andrew Leung International Consultants Ltd 
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governments. China Futures Fellow selected worldwide by Berkshire Publishing Group, Massachusetts. On the Brain Trust of 
Evian Group, a Lausanne-based think-tank. Founding Chairman of China Group of Institute of Directors City Branch, 
London. Advisory Board Member of China Policy Institute, Nottingham University, 2005-10.  Governing  Council,  King’s  
College London, 2004-10. Visiting Professor with Metropolitan University Business School. Helped set up Standard 
Chartered  Bank’s  first  merchant-banking subsidiary in Hong Kong (1983); oversaw the trans-migration of industries into 
China as Deputy Director-General of Industry; US-government sponsored month-long visit to brief Fortune 50 CEOs on 
China beyond Tiananmen Square (1990); Editor-at-Large of a London-based  international  consultancy  on  China’s  energies  
(2007). Sponsored Speaker on China at international conferences, including Forum Istanbul, Turkey, Annual African Banking 
and Financial Institutions Conference in Accra, Ghana, and Low Carbon Earth Summit in Dalian, China. Regular interviewee 
on live television with CNBC, Aljazeera English, Times Now of India, BBC and other international channels. Awarded Hong 
Kong’s  Silver  Bauhinia  Star  (SBS)  and  included  in  UK's  Who's  Who  since  2002. 

 


