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Summary

By 1950, with the writing of the National Security
Council’s report United States Objectives and Pro-
grams for National Security (NSC-68),' the United
States was just beginning to accept a clear sense of
the Cold War'’s strategic challenge. The document
was completed five years—almost to the day—after
Franklin Roosevelt’s death, four years after Win-
ston Churchill’s “Iron Curtain” speech in Fulton,
Missouri, and less than a year after the first Berlin
crisis, which led to the famous airlift. Together with
George Kennan’s essays, telegrams, and memos, a
handful of strategy documents, such as NSC-68,
provided a clear blueprint for the emerging rivalry
and spoke to the character of the Soviet Union, the
specific nature of the threat it posed, a conception
of what success looked like, and a theory of how
to get there.

In 2026, by contrast, significant debates remain
underway on some of the most essential aspects
of the U.S. contest with China: the nature of the
competitor, the main elements of the competition,
a sense of what the competition is truly about, what
success looks like, or a theory of success to bring
about that end.

The U.S. relationship with China, moreover,
embodies more than a zero-sum competition. It
reflects substantial degrees of interdependence,
shared interests, and the need for cooperation on

global issues. But there is no question that China
harbors goals that are inimical to U.S. interests and
objectives. Competing to preserve those interests
is essential—and it does not require blowing up the
relationship.

This report, the first of several major reports for
the U.S. Office of the Under Secretary of War
for Research and Engineering, Office of Strate-
gic Intelligence and Analysis, seeks to promote
discussion on these issues.? This report offers a
clear framework for understanding the elements
of the competition and placing that framework in
a broader conception of the competition’s nature.

Approach

To build such a conceptualization, we conducted
several overlapping lines of research. To identify
the contest’s major elements, we reviewed U.S. and
Chinese concepts of national power and statecraft—
notably the U.S. diplomatic, informational, mil-
itary, economic, financial, intelligence, and law
enforcement framework and China’s Comprehen-
sive National Power framework—and we reexam-
ined earlier RAND research on competition. We
then held multiple consultations with experts,
including formal advisory groups of RAND and
external experts, to hone our list of issue areas.
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Once we identified the seven issue areas (sum-
marized in Chapter 6 of this report), we formed
research teams for each area, and we conducted
an initial two-month analysis to define the areas
and suggest priority issues and research questions
within each. We reviewed U.S. and Chinese official
statements on the relationship, as well as a variety
of literature on the competition and China’s posture
and ambitions.

Key Findings

This report represents only the first few months of
atwo-year study. It does, however, suggest several
interim findings that can inform our understanding
of the U.S.-China competition.

Seven primary issue areas of national power and
influence provide a useful framework for under-
standing and analyzing the U.S.-China competi-
tion. Figure S.1 maps the core issue areas. These
components provide a basic mapping of the

U.S.-China contest; a further assessment of these
issue areas can provide guidance on policies and
investments.

Of the seven issue areas, the two foundational
issues—the ones of central importance to sustain-
ing U.S. interests in this relationship—are science
and technology and domestic economics. Capabil-
ities in those domains echo through the rest of the
issue areas and catalyze the competitive advantage
across a nation’s sources of power. Even more spe-
cifically, advantage in the development and deploy-
ment of artificial intelligence (AI) could become a
single fulcrum of advantage with profound impli-
cations for the larger competition.

In addition to the seven issue areas, our research
has identified two critical foundational or contex-
tual factors that will play majorroles in shaping the
rivalry: system and network dynamics and societal
and governance issues. As part of our overall proj-
ect, we are assessing each of these factors in detail.

Figure S.1. Core Elements of the U.S.-China Competition
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At the core of the competition is a contest between
two countries seeking to demonstrate that their
system best provides for their own people at a time
of intense turbulence and instability. This compe-
tition is not necessarily a zero-sum one: Both sides
could succeed in their shared goal. However, in
an intensifying rivalry, each side might seek ways
to degrade the other’s ability to achieve that goal.

The fundamental dynamic in the U.S.-China con-
test does not meet the criteria of a power transition
in which a rising nation bypasses the established
leading power and achieves predominance. China
is not surpassing the United States in compre-
hensive national power. Instead, it is joining the
United States at the top of the international power
hierarchy—a position in which both countries will
remain—alongside the European Union (if it finds
a way to act more cohesively and pursue domes-
tic economic reforms) and eventually India (if it
remains on its growth trajectory and decides to
express its latent power).

The most significant core finding (at this point in
our two-year study) is that, notwithstanding limits
to its rise, China is pursuing ambitious national
goals through a comprehensive and at least partly
integrated competitive campaign, both within and
across many elements of national power, while the
United States has yet to fully embrace the contest’s
scope or invest sufficiently in critical tools of state-
craft. China has built a potent set of national instru-
ments of power for this purpose and is employ-
ing it in a more comprehensive and integrated
campaign than the United States. China seeks to
engineer a preeminent position through selective
power transitions in the commanding heights of
the 21st century—that is, transitions built around
science, technology, and manufacturing prowess.
The United States has begun taking critical actions
across a variety of domains, but neither the urgency
nor the scope of its strategic response has yet to
come close to meeting the challenge that China’s
strategic agenda has posed. Left unchecked, this
trend will produce significant Chinese advantages
in selected, high-leverage areas—as it has already
begun to do—even if the result is short of a power
transition.
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The struggle for predominant influence in the inter-
national system is one of the essential battles of the
contest. China is determined to change key norms
and power structures in the international system
to nullify constraints on its own behavior. This
contest to shape the international system’s design
and function—including the architecture of insti-
tutions, global relationships, technological stan-
dards, economic norms and governance, networks
of geopolitical influence, and underlying values—is
central to this rivalry.

The stance of third parties could play a decisive
role in the competition. The U.S.-China rivalry is
playing out in an increasingly complex, contested
international environment in which dozens of
other countries are both reacting to U.S. and Chi-
nese moves and seeking independent advantages
and interests of their own. Through trade and tech-
nology policy, diplomatic engagements, military
cooperation and alliances, support in international
forums, and many other ways, influential middle
powers can tilt the global playing field toward the
United States or China.

National resilience, both in peace and in war, will
be a leading factor in the unfolding competition.
China has evolved concepts and capabilities built
on the assumption that disrupting a rival’s domes-
tic societal, economic, and political stability can
be a source of competitive advantage in peacetime
and a decisive operational effect in war. At the
same time, the painful social transitions under-
way in developed economies have created new
fault lines and vulnerabilities that can undermine
national competitive potential.

The U.S.-Chinarelationship is not entirely defined
by zero-sum interactions. It can and must embody
elements of coordination and, ideally, even cooper-
ation to advance mutual interests. But there can be
no doubt that Chinese leaders see the relationship
in competitive terms and seek relative advantage.
They would be willing to employ growing power to
reduce U.S. freedom of action, at home and abroad.
Tending to the competitive aspects of the relation-
ship is a critical component of a larger strategy to
address the entire relationship. Competing effec-
tively need not fracture that relationship, in part
because the most important competitive actions
the United States can take aim at strengthening
the foundations of its own dynamism rather than
undermining China’s.

Implications for U.S.
Competitive Investment
Strategies

At this early point in our project, we do not yet have
conclusions on which specific investments are sug-
gested. But our initial analysis revealed tentative
findings that indicate key priority areas.

Inacontest between the two countries’ systems that
aimto demonstrate superior results in providing for
their people, the United States should not under-
estimate the competitive value of policy and tech-
nology initiatives that serve the safety, security,
prosperity, and opportunity of average Americans.
Our project deals with the rivalry’s national secu-
rity aspects. However, the United States can pursue
specific policies and technology investment port-
folios designed to produce broader benefits for the
American people.
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In assessing potential U.S. investment strategies
to shape the contest, most of the competition’s
“no-fail” areas lie in the domains of science, tech-
nology, and some priority fields of industrial capac-
ity. These domains underpin China’s strategy for
power and have profound effects on all other issue
areas. Achieving a reasonable balance of power
and capabilities in key areas of science, technol-
ogy, and industrial manufacturing is arguably the
most essential focus of U.S. competitive invest-
ments. What such a balance looks like—that is, a
balance that preserves essential U.S. interests—is a
complex issue that we will investigate in the study’s
later phases.

Significant further investments and policy ini-
tiatives are needed to contest China’s strategy
for techno-industrial dominance of strategically
critical sectors. The United States and its allies
cannot tolerate a situation in which numerous crit-
ical industries suffer the same fates as the solar,
battery, and electric vehicle industries. Part of the
solution is trade policy, but other parts are tech-
nology and industrial policies.

Global power alignments remain a leading com-
petitive advantage for the United States and can
constrain China’s claims to power. Investments in
these alignments—in terms of security cooperation,
defense coproduction, shared diplomatic initia-
tives, and more—can both have an outsized return
on investment in the competition and generate sub-
stantial efficiencies for the United States.

Technology and policy initiatives are needed in the
competition’s areas that fall short of armed con-
flict but are also ones in which China is focusing
on gaining an advantage. These include areas of
military “gray-zone” contestation and influence
over domestic information environments.

The United States needs to more highly prioritize
policy, regulatory, and technological initiatives
to address homeland resilience issues. Whether
in peacetime or war, if the United States becomes
asymmetrically vulnerable in terms of homeland
security, it will suffer severe competitive disadvan-
tages. The risks to homeland safety and security
are only growing.

The contest for influence in global digital, Al, and
energy networks must be an important focus of
U.S. strategic investments. China has highlighted
science and technology as the key to unlocking
21st-century domestic and global power. These
fields will provide the essential foundation for
many countries’ future growth, as well as data and
social influence for outside investors and develop-
ers who gain market share.

Governance reforms and the development of effi-
cient new governing institutions and approaches
are national issues and will play critical roles in
the competition. Both sides are struggling with
problems of public-sector effectiveness and legit-
imacy, fueled in part by governing processes and
institutions that do not seem able to deliver results
or solve problems. If one side begins to make real
headway on the problem, it will gain a tremendous
competitive advantage.

Such competitive actions do not assume an entirely
zero-sum relationship, nor do they rule out coor-
dination on shared interests. They represent steps
to promote domestic U.S. dynamism and resilience
and healthy global balances of influence, steps that
can be taken while meeting the needs of strategic
stability with China. Competing with China and
promoting a stable, mature relationship capable
of avoiding conflict and allowing for coordination
are not mutually exclusive—done right, they can be
mutually reinforcing.
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CHAPTER 1

Understanding a
Historic Rivalry

By 1953, eight years into the geostrategic compe-
tition with the Soviet Union—the Cold War—the
outlines of the U.S. approach to the contest were
coming into clear view. George Kennan’s public
essays and U.S. State Department cables had
defined the contours of the clash, offered some
notion of an end state, and suggested a basic theory
of success to get there. A series of national security
memoranda and plans—including, most famously,
the National Security Council’s document United
States Objectives and Programs for National Secu-
rity (NSC-68)*—provided a roadmap of investments
and policies to put flesh on the bones of the U.S.
strategy. These documents reflected the core
insight that national dynamism and solidarity—
some combination of economic growth, scien-

tific and technological innovation and progress,
intellectual and creative energy, a shared sense
of national mission and confidence in the future,
social harmony, and governance effectiveness—
were the essential foundations for success, more
critical over the long term than any collection of
military capabilities or competitive actions.

Even in 1953, much remained contested and unset-
tled with the U.S. approach to the Soviet Union.
Kennan and Paul Nitze, two leading thinkers on
the rivalry, disagreed about the nature of Soviet
intentions and power and about the role of military
spending in U.S. strategy. Both President Harry S.
Truman and President Dwight D. Eisenhower wor-
ried about the domestic costs of an all-out arms
race. Nobody yet had a clear sense of what Wash-
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ington must unavoidably defend, where it could
give way, or how elaborate U.S. global commit-
ments had to be.

Yet all the architects of early U.S. Cold War strat-
egy agreed on one core truth: The rivalry was ulti-
mately a contest of socioeconomic and political
systems to see which could deliver a better life and
more dynamic society—and through that process,
generate a gravitational effect that would attract
support around the world. As the scholar John Iken-
berry later put it, the Cold War was “a contest over
which system of government could best harness
industrial modernity to improve the lives of its peo-
ple.” Despite the many differences between 1955
and 2026, that simple fact defines the first and most
important aspect of the U.S.-China competition: It
represents a challenge of systems to deliver results
for the people of each country.

The Geostrategic Context for
the U.S.-China Relationship

Of those early Cold War planning and strategy
documents, arguably the most famous—apart from
Kennan’s more scholarly accounts—was NSC-68.
The writing of NSC-68 was spurred in part by the
Soviet development of nuclear weapons and the
emergence of appalling new thermonuclear bombs.
But the document also recognized that the United
States was beginning to deal with the Soviet Union
in the shadow of two world wars, two major rev-
olutions (Russia’s and China’s), “the collapse of
five empires—the Ottoman, the Austro-Hungarian,
German, Italian, and Japanese—and the drastic
decline of two major imperial systems, the British
and the French.”s U.S. strategists in 1950 thus had
to reckon with a chaotic and unprecedented new
balance of power. They could do so, however, from
a position of tremendous economic and industrial
strength: The authors of NSC-68 estimated that
total U.S. economic power was about four times
that of the Soviet Union. If the rivalry ever came to
atrue contest of industrial muscle, the United States
could eventually overwhelm the Soviet Union.

But this new U.S. rival was more than a traditional
great power. The authors of NSC-68 painted the
Soviet Union as “animated by a new fanatic faith”
that created a zero-sum contest with the United
States. The Soviet Union required expansion for
its credibility: It could not “relax the condition of
crisis and mobilization, for to do so would be to
lose its dynamism.” The authors argued that suc-
cess demanded not merely deterrence but also,
eventually, “a fundamental change in the nature
of the Soviet system.”

The context in 2026 is different in many critical
ways from that sketched out in NSC-68. Box 1.1
summarizes a few of the main distinctions. In 1950,
the United States was trying to assemble a global
anticommunist consensus from a fractured, devas-
tated world recovering from history’s most destruc-
tive war—and doing so under the shadow of a per-
ilous (and as yet poorly understood) new threat of
nuclear weapons. The United States was competing
against an inherently adventuristic ideology—but
one embodied in a Soviet system destined to be far
less dynamic than those of the free world.

In 2026, the United States is dealing with a coun-
try whose dynamism derives not from ideologi-
cal expansion but from economic development, a
growing influence in international institutions and
processes, and a leading position in many fields
of science and technology. The United States is
contending with a more multipolar world that
is less enamored of U.S. power—and the United
States itself is seeking less costly and expansive
approaches to its own global role. In 1950, the
prospect of a Soviet invasion of Europe seemed
very real. Today, while China clearly represents a
military threat to specific U.S. allies and others,
it poses no such threat of comprehensive military
conquest to the United States or its treaty allies.
The role of nuclear weapons in 1950—as a revo-
lutionary capability transforming the strategic
balance—might now be played by advanced tech-
nologies, notably artificial intelligence (AT).



Box 1.1. The Strategic Context: 1950 Versus 2026

Early Cold War: 1950

» The threat of nuclear weapons was
revolutionizing strategic affairs, both in
military and broader political terms.

The preceding decades were a chaotic
period full of wars, revolutions, and
imperial collapse.

The emergence of two dominant powers
loomed over many second-tier countries
damaged by World War II.

Beginning in 1950, the United States fought
a series of regional conflicts connected
to Cold War dynamics.

The Soviet system was inherently
weak and sclerotic.

Economic development was a secondary
priority for the Soviet Union: a means to
the end of military power.

U.S. economic strength was many times
that of the Soviet Union, both in terms
of material welfare and industrial power
that could be brought to bear in war.

The Soviet Union sought eventual
world domination; its system demanded
expansion.

Soviet plans envisaged the military conquest
of Europe and other areas if possible. The
Soviet Union was also weighed down with

a costly empire of satellite states.

The United States could overwhelm
the Soviet Union with industrial
power if it chose to.

The United States, fresh from leading the
allied campaigns in World War Il and looming
over the world economy, had the power and
national will to shape world politics.

U.S.-China Competition: 2026

» A high-technology revolution
centered on Al is transforming
strategic affairs.

There was a preceding period characterized
by relative peace among major powers
and a U.S.-led international order.

There is the emergence of two leading powers
in a multilateral system of rising and
increasingly influential second-tier powers.

The United States is coming out of a
20-year period of global antiterrorism
activities and interventions.

Chinais, in many ways, dynamic and innovative
and cultivates more allegiance from its people.

Economic development is China’s primary
objective, the source of regime legitimacy,
and the main route to power.

U.S. economic strength is and will remain

only slightly greater than China’s in aggregate,
and China has substantial advantages

in some specific areas.

China seeks coercive influence on issues
of the most concern but not a
comprehensive empire.

China’s plans do not require the conquest
of areas other than those that are part of
territorial claims.

China’s manufacturing capabilities have
made it the dominant industrial power, giving
it a huge production advantage over the
United States in a protracted war.

The United States is seeking a
less demanding way of exercising
global shaping.
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China does not seek to replace other governments
with communist regimes, and, for the foreseeable
future, it does not pose the threat of a region-wide
conquest, as the Soviet Union did in Europe. But
the Chinese Communist Party (CCP) does aspire
to degrees of power and influence—from domi-
nating industrial sectors to controlling what citi-
zens of other countries say about China—that, left
unchecked, threaten the interests, values, and,
ultimately, the sovereign autonomy of the United
States and other countries. China is seeking posi-
tions of commanding advantage in key areas of
trade, technology, manufacturing, and the emerg-
ing digital and Al economy, the sum total of which
would provide Beijing with a stranglehold on the
foreign policy and even domestic choices that many
other governments could adopt.

One clear lesson of our research so far is that the
broader strategic context for the U.S.-China rela-
tionship involves a series of overlapping transitions:
changes in global power balances and influence
over the international system; the emergence of a
new technological era, led by AIL; shifts in domi-
nant economic strategies and models; and domestic
socio-political transformations in many countries.
The competitive challenge for the United States
and China is not merely to protect core national
interests or gain relative bilateral advantage. It is to
better navigate these profound domestic and global
transitions. The U.S. strategy for the competition
will have to prioritize initiatives and investments
that attend to these greater demands and the direct
challenge that China poses.

On that contest, for all the differences in strate-
gic context between 1950 and 2026, the core thesis
of NSC-68’s authors echoes with relevance. They
argued that the United States was not investing suf-
ficiently in its instruments of power—notably mili-
tary strength but also others. The United States had
not yet woken up to the full competitive require-
ments of the Cold War. This same theme is ger-
mane today: Even our initial review suggests that
the United States is not effectively competing with
China across all instruments of power and relevant
issue areas. The U.S. relationship with China is
not exclusively competitive, and U.S. policy today
quite rightly seeks a strategic stability with China
based in part on the powerful mutual interests in
a peaceful equilibrium and targeted coordination.
But China clearly harbors ambitions that would
damage U.S. and allied interests. Competing effec-
tively can be an integral aspect of seeking stabil-
ity, by creating a balance of power and influence
that makes each side less likely to see a need for
radical steps.

The Need for a Shared
Understanding of the
Relationship

If we date the onset of the formal U.S. rivalry with
China to 2017, we are now as far into that contest
as the United States stood in the Cold War by about
1955.7 Yet it is fair to say that the United States
of 2026 does not have the strategic conception,
long-term plan, or series of concerted, competitive
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actions that had evolved by then. There is no con-
sensus on the kind of challenge that China poses,
the scope of its ambitions, what success looks like,
or what strategy or theory of success will deliver
favorable outcomes. There is no agreed-on sense of
priorities or answers to which of China’s advances
pose a mortal threat to U.S. interests and which
the United States can mostly discount. Even the
basic terminology remains an issue, as discussed
in Box 1.2.

With this report—the first part of a larger analysis
of the U.S.-China competition as it stands in 2026
and as it might evolve to in 2035—we aim to help
inform U.S. strategy. We modeled our approach to
this report in part after the essential components

of many early Cold War strategy documents. They
tended to address the same basic set of factors: the
context for the competition, where the two sides
stood in key power measures, the essential char-
acter of the Soviet Union, the key elements of the
competition, the sources of U.S. and Soviet power,
and reflections on essential truths about the rivalry
that could inform a theory of success. This report
follows a similar structure: It begins by describing
U.S. and Chinese perspectives on the relationship,
briefly sketches the relative position of the two
countries, discusses the character of China’s ambi-
tions, and offers six lenses on the nature of Chinese
power. We propose a basic framework for defining
the competition and understanding it more deeply
by describing seven of the contest’s key issue areas.

Box 1.2. A Competition, a Rivalry, or Something Else?

A consistent challenge in understanding and evaluating the evolving U.S.-China relationship has been in knowing
what to call it. Two of the most common terms—competition and rivalry—each have advantages and disadvantages.
Seeing the relationship as a competition, in the sense of long-term contests (as opposed to specific games) between
firms or organizations, is helpful because it implies an ongoing struggle that is based on some agreed-on goals or
rules. But as earlier RAND work has made clear, competition is poorly defined in the international realm; it tends

to imply an ending point (which might not be appropriate to this relationship), and it might imply a contest with
more-formal rules and scorekeeping.? Rivalry is a much more widely discussed term in international relations and
speaks directly to the situation of a great-power standoff.

In this project and report, we use both competition and rivalry to describe the U.S.-China contest. Both terms are in
wide usage, and each embodies valid elements of the situation. We are using them to describe a struggle for security,
influence, and relative advantage that is long term, multifaceted, and not likely to have a single clear ending point or
victory for one side.

a
We examined the definitions of these terms and their potential appropriateness to the U.S.-China competition in depth
in Mazarr et al., Understanding the Emerging Era of International Competition: Theoretical and Historical Perspectives;
and Mazarr et al., Stabilizing Great-Power Rivalries.
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CHAPTER 2

U.S. and Chinese
Narratives on the

Competition

Before we offer an objective portrait of the com-
petition, it is important to understand it through
the eyes of the competitors. How each side views
a relationship—the subjective and sometimes dis-
torted lens they bring to their mutual reality—is as
important as any objective reality. U.S. and Chi-
nese leaders, officials, and experts conceive of the
sources and essential character of this rivalry in
starkly different ways.

U.S. Perceptions of the
Competition

“ We welcomed the Chinese
Communist Party into the global
order, and they took advantage of
all its benefits, and they
ignored all of its obligations and
responsibilities. Instead, they
have repressed and lied and
cheated and hacked and
stolen their way into global
superpower status.”

—Marco Rubio?®

The origin story of the U.S.-China competition that
Secretary of State Marco Rubio espoused in 2025 is
one that resonates with many policymakers, even
if they do not agree with every detail. In this view,

the U.S.-China relationship must be viewed as basi-
cally rivalrous and, in important ways, zero-sum.
Rubio’s account captures the main plot points of
that shared story, as well as its emotional tones—the
feeling that the United States and the broader free
world were naive and the sense that free-market
democracies have been taken advantage of. If it
were written as a narrative, it might go like this:

After winning the Cold War, the United States
made the magnanimous decision to nurture a
rules-based international order that was open
to anyone, including the United States’ former
rivals. States, such as Russia and China, were
welcome to share in the new order’s benefits
as long as they reformed their political sys-
tems, liberalized their economies, and became
responsible members of the international com-
munity. Given China’s interests in stability
and development, it was natural for the United
States to expect China to follow such a path, at
least in broad terms. But China had no inten-
tion of upholding its end of the bargain. China
did not loosen the Communist Party’s grip for
long. China liberalized parts of its economy but
used unfair practices to gain an advantage over
the United States. China joined international
forums, such asthe World Trade Organization,
but routinely broke the rules. The United States
set out to collaborate with China, not to compete.
Butthat is the path that China has chosen. If the
United States wants to avoid being taken advan-
tage of once again, it must respond in kind.
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The 2025 U.S. National Security Strategy offered
a stark summary of this fundamental viewpoint.
It referred to the

more than three decades of mistaken Amer-
ican assumptions about China: namely, that
by opening our markets to China, encourag-
ing American business to invest in China, and
outsourcing our manufacturing to China, we
would facilitate China’s entry into the so-called
“rules-based international order.” This did not
happen. China got rich and powerful, and used
its wealth and power to its considerable advan-
tage. American elites—over four successive
administrations of both political parties—were
either willing enablers of China’s strategy or
in denial.®

According to the strategy, China pursued these
goals through a wide variety of unfair and illicit
means, including “predatory, state-directed sub-
sidies and industrial strategies”; “unfair trading
practices”; and “grand-scale intellectual property

theft and industrial espionage.”"°

This story of betrayal on multiple fronts generates
the basic mindset for how most U.S. policymakers
view competition with China: as a collection of
domain-specific contests that, for China, are part
of a coordinated campaign to surpass the United
States to attain unquestioned global predominance.
John Moolenaar, chairman of the House Select
Committee on the CCP, argued in January 2025
that “[tlhe CCP’s aggression in areas like fentanyl,
[intellectual property] theft, transnational repres-

sion, Taiwan, and trade are all different fronts in
the same war.”" The 2026 Annual Threat Assess-
ment of the U.S. Intelligence Community empha-
sized several specific areas in which China was
investing to challenge the United States: space,
cyber, chemical and biological weapons, nuclear
weapons, and AL"”

Most versions of the U.S. narrative focus on a single
dominant Chinese goal of these efforts: to “dis-
place” the United States at the apex of world pol-
itics. This idea is not always well defined, but the
core notion is that China wants to establish itself
as some sort of regional hegemon and globally pre-
dominant power that is able to enforce its will on
others in just about any major way it chooses. In
many versions of the U.S. narrative, U.S. power—
that is, rallying other countries that might be
tempted to accommodate China’s demands if they
are not supported—is the only thing standing in the
way of some form of Chinese preeminence.

U.S. national security documents have laid out Chi-
na’s goals in expansive terms. The 2017 National
Security Strategy assessed that “China seeks to dis-
place the United States in the Indo-Pacific region,
expand the reaches of its state-driven economic
model, and reorder the region in its favor.” The
2022 National Security Strategy stated that “[t]he
People’s Republic of China harbors the intention
and, increasingly, the capacity to reshape the inter-
national order in favor of one that tilts the global
playing field to its benefit.”
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China’s Perceptions of the
Competition

AtaMarch 2025 press conference, Foreign Minister
Wang Yi offered a clear statement of how Chinese
leaders see their country’s role in an increasingly
turbulent world: “No amount of extreme pressure,
threats, or blackmail can shake the united will of
the 1.4 billion Chinese people, nor can they halt
the historic march toward the great rejuvenation
of the Chinese nation.”s This language—defiant,
forward-looking, and grounded in a sense of
national destiny—captures the emotional core of
the CCP’s master narrative about the U.S.-China
competition. The larger story might go like this:

For more than a century, China endured for-
eign aggression, internal chaos, and national
humiliation. The CCPreversed China’s fortunes
by restoring sovereignty, order, and dignity.
Sincethereform era, China has risen peacefully,
bringing prosperity at home and opportunity
abroad. But just as the dream of national reju-
venation comes within reach, the United States
has begun treating China as a threat to be sup-
pressed. U.S. actions—regional military deploy-
ments, semiconductor export controls, sanctions
on Chinese firms, and support for Taiwan—form
a strategy to contain China’s rise and preserve
U.S. dominance. The United States welcomed
Chinawhen it was weak but resists its emergence
as a confident power with its own voice. China
claims no interest in confrontation or hegemony.
It seeks a peaceful environment for national
rejuvenation and remains open to cooperation
on climate, health, and development—without
compromising sovereignty, security, or polit-
ical stability. Success is defined as returning
Chinatoitsrightful placeas a secure, advanced,
respected power anchoring a more balanced,
multipolar order.

The CCP conceptualizes its rivalry with the United
States not as a temporary contest of interests but
as a historic struggle that will define the future of
the international order.' At the heart of the CCP’s

worldview is the conviction that China’s rise is inev-
itable, culminating in the “great rejuvenation of the
Chinese nation” (W #£R MK %). 7 This rejuvena-
tion is cast as a civilizational revival rather than a
conventional modernization project.s In the CCP’s
doctrine, only its continued leadership can ensure
this outcome. To stray from Marxism or to weaken
the CCP’s authority would jeopardize the entire
enterprise because the CCP claims to be uniquely
able to interpret and harness the “trend of the times”
(FHR#IT). 2 That trend, as CCP leaders frame it,
is defined by a global realignment captured in the
phrase “the East is rising, the West is declining”
(AT 20

Within this framework, the United States is the
main external obstacle to national rejuvenation.
China’s leaders appear to believe that the United
States is determined to contain China’s ascent and
is motivated by ideological hostility, strategic anx-
iety, and the erosion of its own domestic vitality.
The United States’ promotion of democracy, sup-
port for civil society, or backing of protest move-
ments in China are not seen as benign expressions
of liberal values but as deliberate instruments of
U.S. subversion aimed at fracturing China from
within.2 Still, the CCP remains confident that
global multipolarity is inevitable and that, over
time, the balance of power will shift in China’s
favor despite U.S. opposition.»

Although Chinese leaders perceive a competition
across many different domains, one domain is
central to their conception of the route to national
advantage: seizing the commanding heights of
global technological transformation.> They pres-
ent this ambition as both developmental and
civilizational—a means of restoring China to the
global stature it once held. Unlike past great powers
that expanded influence primarily through terri-
torial conquest, the CCP sees its main instrument
as economic statecraft. By dominating advanced
industries, setting international standards, and
building structural advantages in global produc-
tion, China can gradually rewire the global econ-
omy to its advantage.”
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In contrast to perceived Western weakness, the CCP
highlights what it considers to be China’s systemic
advantages.® A centralized leadership structure, a
comprehensive industrial base, and a vast domes-
tic market are cited as foundations of resilience
and strategic coordination. By comparison, lib-
eral democracies are portrayed as hampered by
internal division and short-term political cycles,
unable to marshal resources for long-term national
goals.?” The CCP claims this structural contrast
will, over time, tilt the balance of competition in
China’s favor.

This vision rests on strategic patience. Rather than
immediate confrontation, the CCP anticipates
that steady domestic achievements will gradually
erode U.S. capacity to obstruct China’s rise. The
rivalry is thus conceived not as a contest of fleet-
ing advantage but as a historic transition—one that
the CCP is determined to guide toward a China-led
future. Chinese leaders think in terms of 50- and
100-year periods, and they place great importance
on long-term trends that are reshaping the context
for national power, such as climate change and the
rise of AL

For the most part, therefore, Chinese official
statements conceptualize the competition as a
long-term, primarily nonmilitary contest in which
war is always possible but might be avoided. The
primary potential exception to this logic is Chi-
na’s relationship with Taiwan. Although most
other areas of competition are framed as matters
of influence and leverage, the control of Taiwan
is depicted as a core interest (Z0:Flz) tied to sov-
ereignty and national resolve.? On this issue, CCP
leaders openly acknowledge that the use of force
is possible.>

Onthese issues, as of 2026, it appears that Chinese
leaders are fully confident that their vision of the
future is emerging. They perceive instability and
dysfunction in the United States and—despite var-
ious challenges—a continuing growth of China’s
power and influence. They see a U.S.-led interna-
tional system in flux and, as Xi Jinping has repeat-
edly said, “changes not seen in a century.”® They
believe that they are winning.

Lessons: Starkly Different
Conceptions of the Relationship

These contrasting narratives point to several
themes that can inform U.S. strategy and the setting
of national security priorities. In making choices
to promote U.S. interests, the United States needs
to seriously consider the differences in how the
two sides conceptualize the rivalry. The U.S. and
Chinese narratives outlined above are deeply held,
mutually reinforcing, and internally self-validating
belief systems that drive decisions and inflame
grievances. They can obstruct compromise and
generate worst-case assumptions. In this sense, the
narratives are strategic factors in their own right,
which shape behavior and constrain options. This
broad fact has several specific implications.

First, each side hasits own unique conception of the
bilateral relationship. The two sides’ understanding
of whatis occurring and why, where the relationship
is headed, and how it might be resolved is dramati-
cally different. Both sides see the other’s narrative
as fundamentally inaccurate and self-serving. This
basic fact immensely complicates the task of dis-
covering an equilibrium in the contest.

Second, the intensity of the contest is fed by con-
trasting narratives of grievance. Each side in this
competition believes that it has been badly treated:
China blames the “century of humiliation” and
what it sees as a U.S. campaign to subvert its devel-
opment, and the United States points to decades of
unfair and predatory behavior by China that took
advantage of U.S. and world efforts to welcome it
into the international order. These views give the
contest a perilously moralistic flavor and make any
compromise more difficult.

Third, the two sides’ narratives show that they are
partly competing on the same playing field—and are
partly fighting very different campaigns. Both sides
are contesting some of the same objectives: mili-
tary superiority in relation to Taiwan, for example.
But the United States is still not truly engaged in a
battle for economic networks and dependencies the
way China is. China has undertaken a truly com-
prehensive campaign for power across all the issue
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areas we have identified, whereas the United States
has made halting efforts in many of those domains.
The two sides keep score differently and have dis-
tinct ideas of success.

Fourth, in a more hopeful light, the two narratives
need not define a zero-sum or existential struggle.
Neither side’s vision of national success requires
the other’s destruction—a sharp contrast with the
NSC-68 authors’ view of the Soviet Union as a mil-
itaristic revisionist compelled to erode U.S. power
or cease to exist. The U.S. and Chinese narratives
focus instead on perceived risks and grievances.
With enough restraint and reassurance to ease
those fears, both sides could find space to accom-
modate each other’s interests and temper the rival-
ry’s intensity.

Fifth, both sides emphasize one essential goal: to
demonstrate the superiority of their own socio-
economic and political system. Each government
understands its basic purpose as one of providing
for its own citizens in a fluid, unstable, and danger-
ous world—providing safety, security, prosperity,
and national pride and identity. In doing so effec-

tively, each country hopes to demonstrate that its
system is superior to the other and thus shape the
basic alignments and attractions of world politics
to its advantage.

Sixth and finally, in its choice of strategies and
investments, the United States must strike a care-
ful balance: pushing back firmly against China’s
more aggressive and unfair behavior without stok-
ing its grievances and paranoia to the point of
danger. U.S. concerns about China’s coercion are
rooted in evidence of industrial espionage, mari-
time intimidation, disinformation campaigns, and
direct influence over individuals. Beijing’s ambi-
tions are not boundless or aimed at destroying the
United States, but it does seek influence over other
nations’ political, social, and military spheres in
ways that threaten the foundations of U.S. power.
Washington must resist these aims. While it does
so, however, the United States must keep in mind
that—justified or not—China harbors deep fears
about U.S. intentions. Even as the United States
competes vigorously across a variety of domains,
it will do well to pursue means of avoiding unnec-
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essary escalatory dynamics in the relationship,
reassuring China about its intentions and pursu-
ing confidence-building initiatives where possi-
ble. Promoting U.S. interests in this competition
demands a balance between competition, deter-
rence, and reassurance.®

Despite the stark differences in viewpoints out-
lined above, the United States and China, at both
the official and unofficial levels, share a focus on
two priority issue areas: Science and technology
and domestic economic standing are leading areas
of China’s strategy and in any objective assessment
of U.S. priorities. In this important way, then, the
United States and China are very much undertak-
ing the same competition—one in which the side
that achieves more effective and legitimate gov-

ernance, more robust medium-term strategies to
promote strong domestic economic activity, and
a stronger position in the commanding heights of
emerging technologies will enjoy a profound com-
petitive advantage.

In sum, the United States and China hold views of
the relationship that are strikingly parallel in some
ways and starkly divergent in others. Although
U.S. officials do not need to accept China’s nar-
rative, they do need to appreciate that it is legit-
imately held—many Chinese leaders, officials,
and scholars truly seem to believe much of it. U.S.
strategy needs to operate in the firm recognition
that every action will generate a perception of U.S.
intent from China and a response that stems from
China’s own narratives.



CHAPTER 3

Where Do the Two Sides
Stand—and Where Are
They Headed?

Many observers have applied a basic logic to the
U.S.-China relationship: It is a classic power tran-
sition. In this account, the United States is cast as
the established, tiring hegemon. China is the frac-
tious, ambitious rising power, boldly overtaking
the United States to become the new predominant
power—much as Germany grew and surpassed Brit-
ain as an industrial and military power in the early
20th century. Whether in overall gross domestic
product (GDP), military power, industrial muscle,
or other measures, many representations of the two
countries’ relative positions depict a stalling United
States being overtaken and left behind.

That is a tidy and tempting vision. It aligns with
Beijing’s narrative of the “rise of the East and the

decline of the West” and of China’s inevitable
future position atop the global hierarchy. But the
core material claim of that narrative—that China is
in the process of rocketing past the United States
on most measures of power (or as the Chinese put
it, “Comprehensive National Power”)—is simply
wrong. The position of the two sides in the con-
test, as it stands as of this writing and as it looks
likely to evolve over the next decade and beyond,
is far more complex.

The real story is not of the United States being over-
taken but of a unipolar power yielding its solitary
dominance to share the top tier with a peer com-
petitor. Moreover, both countries now operate on a
broader stage that is crowded with other significant
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players—from the powerful yet divided European
Union and an ambitious but constrained India to
established middle powers (such as Japan and Tiir-
kiye) and fast-rising economies (such as Indonesia,
Mexico, Brazil, and Vietnam).

Grasping the United States’ strategic position
begins with understanding where the two countries
stand. In this chapter, we offer a preliminary snap-
shot of two core foundations of national power:
economic strength and scientific and technolog-
ical capability.

China’s Exploding Strengths

Although much of this competition does not reflect
a simple power transition, one inarguable fact sets
the context for the relationship: China has powered
its way through a century or more of moderniza-
tion and development in a few short decades. The
result is a new gravitational force in world politics
that continues to advance economically, technolog-

ically, and militarily. China’s dramatic ascent can
be understood through several categories.

The first is the simple scale and speed of its eco-
nomic rise, which is unprecedented in human his-
tory. During the heyday of modern China’s “open-
ing” to the West and its reform period, from 1978
through 1995, China’s economic growth rate aver-
aged just shy of 10 percent per year.* China accom-
plished in three decades what some earlier indus-
trializers took a century or more to do.* From 1978
102024, China’s per capita income (in constant 2015
U.S. dollars) skyrocketed from $386—which placed
itamong the ten poorest countries in the world—to
more than $13,000.3* In the process, China lifted
more than 770 million people out of poverty, the
most dramatic feat of poverty reduction in histo-
ry.>s China alone is responsible for 70 percent of
the decline in global poverty during that period.

A second aspect has been China’s emergence as
the world’s dominant industrial and manufacturing
powerhouse (see Figure 3.1). The basic statistics

Figure 3.1. United States’ and China’s Share of Global Manufacturing
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are eye-watering: China is responsible for roughly
30 percent of the world’s manufacturing output.
In the process, China has moved up the economic
value chain: As Figure 3.2 indicates, China now
accounts for significant proportions of the world’s
trade in high value-added goods. In 2024, China
became the world’s leading car exporter and spe-
cifically accounted for 70 percent of worldwide
electric vehicle (EV) production and 40 percent
of EV exports.¥ China produces 85 percent of the
world’s lithium-ion batteries and large propor-
tions of related battery components; it has pro-

duced more than 70 percent of all EV batteries ever
made.* China manufactures more than 80 percent
of all solar panels, makes 95 percent of the solar
panels installed in Europe,* and, as of mid-2024,
had almost 40 times the solar panel production
capacity as the United States.# As of 2025, China
was responsible for more than 50 percent of global
shipbuilding; the United States accounted for only
0.1 percent. In 2024 alone, China produced more
civilian ships by tonnage than the sum total of all
U.S. post-World War II production.“

Figure 3.2. Country Share of Global Knowledge and Technology Industry Manufacturing Value

Added in 2022, by Industry

[ United States
[ South Korea
[ India

All manutacturing [N (11

Al KT manufacturing [N I
Electrical equipment [
At |

and transport nec

Machinery and equipment nec [N I
Mabitushondd | |
and semi-trailers
Weapons and ammunition [N N N 0
Chemical and chemical products | NN I
et |
and optical products - I
Pharmaceuticals [
Medical and dental instruments [N I 1T
A AN A A
related machinery -

Industry

0 10 20

M Italy
[ Canada

30

M China Japan Germany
I United Kingdom France
B rROW

40 50 60 70 80 90 100

Percentage share

SOURCE: Reproduced from National Science Board, “Production Patterns of Knowledge- and Technology-Intensive Industries.”
NOTE: KTI = knowledge- and technology-intensive; nec = not elsewhere classified; ROW = rest of world.



The Scope and Nature of the U.S.-China Competition

16

The Chinese government has supported this rise
with a gargantuan scale of domestic investments.
Since the late 1990s, as one source notes,

China has built a national expressway net-
work twice the length of the American inter-
state system, a high-speed train network with
more miles of track than the rest of the world
combined, and a formidable network of ports,
the largest of which, in Shanghai, moves more
cargo in some years than all U.S. ports put
together.#

China’s industrial rise has made it the world’s lead-
ing trading state. As shown in Figure 3.3, China is
now the top trading partner for most countries in
the world, many of which rely on Chinese imports
for goods and materials that are critical to national
functioning—from rare earth minerals to power
transformers to electronic components.

China has achieved these results through a con-
certed strategy to acquire a leading position in
key industries. Beijing has spent up to 2 percent
of GDP per year on support for China’s industrial
sector using direct and indirect subsidies, subsi-
dized credit, and more.* It has abetted these invest-
ments with trade and technology strategies that
other rising great powers in centuries past have
used but are, in theory, prohibited by modern trade
norms: intellectual property theft, state-led indus-
trial espionage (in some cases), forced technology
transfer as the price of access to China’s market,
subsidies to forcibly undercut competitors, and
constraints on the scope of foreign investments in
key sectors in China.

But it would be a mistake to see China’s success
as primarily the result of cheating. It has climbed
to its position of industrial prominence through
many entirely legitimate means executed with
dogged perseverance: devoting more than 40 per-
cent of GDP to investment, tremendously hard

work on the part of millions of Chinese citizens,
savvy business strategies in key industries, and
world-class engineering skills. China has engaged
in a decades-long, sustained effort to build a lead-
ing position in a carefully selected set of strate-
gic industries. More generally, China’s most crit-
ical advantage is its industrial and technological
ecosystem—the “deep infrastructure” of its indus-
trial sector—including roads, railroads, energy
supplies, a powerful innovation ecosystem built
around universities and research centers, and a bur-
geoning talent base.*

China’s modern engagement with science and
technology—and their role in national power—has
evolved to place the theme at the heart of Chi-
na’s conception of competitiveness. The result is
a compelling narrative of technology-powered
progress that Beijing is using to position itself as
aleader of global development and the main archi-
tect of the transition to a new, high-technology
growth paradigm.* Partly fueled by a steady rise
in research and development (R&D) spending of
9 percent per year and the ascent of its top uni-
versities in publishing high-quality research,*
China is the unquestioned world leader in inno-
vating at the frontier of discovery and application
of several key technology areas, including nuclear
power, batteries and energy storage, solar power,
and EVs. The United States or other countries
retain a lead in other areas, including Al frontier
models, biopharmaceuticals, space technology,
and semiconductors, but China is catching up. In
many other areas—robotics, biotechnology, quan-
tum science, and others—China is drawing even
with and surpassing the existing world leaders.
The 2025 version of the Australian Strategy Policy
Institute’s Critical Technology Tracker, one of the
world’s leading indexes of science and technology
competition, found China leading in 66 of the 74
surveyed technology areas. In highly impactful
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Figure 3.3. Trade Relations: Countries Trading with the United States and China, 2001and 2023
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research (measured as the most widely cited publi-
cations across technology areas), China has taken
asignificant lead (see Figure 3.4).* As of 2025, the
World Intellectual Property Organization’s index
of global innovation leaders ranked China in the
top ten for the first time.s°

Apart from the economic and technological prog-
ress reflected in these trends is the world-shaking
scale of such developments playing out in a coun-
try of 1.4 billion people. China produces more
than 3.5 million undergraduates in science, tech-
nology, engineering, and mathematics fields per
year compared with just 820,000 in the United

States—and many of those U.S. graduates are for-
eign students: Roughly half of all master’s and
Ph.D. graduates in those fields in the United States
are international students.*

China’s immense size means that its emergence as
an economic, scientific, and technological power
represents a shift in the global system unlike that of
any prior great power.s? Yet China’s development—
as well as its escalating national ambitions—is set to
run increasingly afoul of a set of taxing trends and
realities. Even the colossal juggernaut of develop-
ment that China has become is not on a trajectory
to dominate world politics as some new hegemon.

Figure 3.4. High-Impact Research: Countries’ Proportions of the Top 10-Percent Most-Cited Articles in

Technology Domains
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China’s Deepening Weaknesses

China’s challenges begin with a structural slow-
down in its long-celebrated economic growth. Once
racing at 10 percent from 1980 to 2012, growth fell
to 7 percent from 2013 to 2019 and about 5 percent
since 2020. Many projections now suggest that Chi-
na’s growth rate will slow to 3 to 4 percent after
2025—and possibly reach as low as 2 percent.* Such
numbers point to a China that will not loom over
the global economy as the country with the domi-
nant GDP but rather to a China standing alongside
the United States and the European Union as one
of several major economic poles.s

Meanwhile, the United States has demonstrated
stubbornly resilient dynamism by growing at rates
well beyond the rest of the developed world—it has
had a post-coronavirus disease 2019 (COVID-19)
pandemic GDP growth of nearly 3 percent. With
clever economic policies that unlock just a bit more
economic potential, the United States could come
close to matching China’s growth rate in the coming
decade—a situation that would upend the patterns
of the past 40 years.

One profound strategic implication of these con-
verging growth rates is that, measured in nomi-
nal terms, China’s economy might never surpass
that of the United States (see Figure 3.5). The U.S.
economy in 2024 was about $10 trillion larger than

Figure 3.5. The United States’ and China’s Gross Domestic Product (Nominal), Projections to 2030
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China’s in nominal terms, and the United States
is likely to retain that lead. As a result, as shown
in Figure 3.6, the United States’ economy could
remain the largest component of global GDP for
some time. Indeed, between 2015 and 2025, the U.S.
lead in nominal GDP over China widened by some
$5 trillion.s

Another metric for GDP, purchasing power parity
(PPP), tells a different story, as shown in Figure 3.7.
Because Chinese firms can access cheaper goods
and labor (relative to firms in the United States),
they can get more economic activity for their invest-
ments. By PPP measurements, China’s economy

surpassed that of the United States around 2014 or
2015. The World Bank estimates that China’s GDP
in PPP terms in 2024 was $38 trillion compared
with the U.S. total of $20 trillion.s By PPP metrics,
China’s economy makes up almost 20 percent of
the world’s GDP and the United States’ economy
makes up just under 15 percent.>

Despite those measurements, it is not even clear
just how big China’s economy is. Chinese economic
data are of poor quality and very likely skewed to
support official claims. Many observers suggest
that the size of China’s economy is significantly
exaggerated.ss
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Figure 3.6. The United States’ and China's Gross Domestic Product as a Share of the Global Gross
Domestic Product (Nominal)
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Figure 3.7. The United States’ and China’'s Gross Domestic Product (in Terms of Purchasing Power
Parity), 1990-2024
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The pure size of China’s economy, moreover, is
based in part on its vast population. Overall GDP
numbers conceal a persistent and profound differ-
ence between the U.S. and Chinese economies—
specifically, differences in living standards, includ-
ing total national wealth.

As Figure 3.8 shows, per capita GDP in China
remains far behind that of the United States, and,
in nominal terms, China is not catching up. A PPP
measurement changes this picture but does not
reverse it: According to the World Bank, U.S. per
capita GDP in PPP terms was about $85,000 in
2024, while China’s was $27,000.5 Incomes have
notrisen in China to the levels that workers in other
advanced economies enjoy and might not reach
such levels for a very long time.¢°

Another area in which a large gap exists between
the United States and China is in per capita house-
hold wealth. As of the end of 2024, wealth per adult
was more than $620,000 in the United States and
only $89,000 in China. The United States still
holds 35 percent of total wealth in the world, while
China holds 20 percent. Another way of seeing
the disparity is that between 2015 and 2025, the
total wealth gap between the United States and
China grew from about $40 trillion to more than
$70 trillion.s The United States has roughly a
quarter of China’s population yet has four times
as many millionaires (measured in U.S. dollars).
These gaps are set to persist: The financial firm
UBS forecasts that average wealth per adult will
grow faster in North America than in China
between 2025 and 2030.¢2

Figure 3.8. Gross Domestic Product per Capita (2025 Dollars): The United States and China, Projected

to 2030

120,000

United States

-

100,000

80,000

60,000
/_/ China

40,000 —

GDP per capita (2025 dollars)

20,000

2018 2012 2030

Year

SOURCE: Features data from International Monetary Fund, “World Economic Outlook.”



Where Do the Two Sides Stand—and Where Are They Headed?

23

China’s growth is slowing, moreover, not because
of easily reversed policy errors but because of inex-
orable structural factors: the tendency of develop-
ing countries” high growth to decelerate, using up
the growth capacity of housing and infrastructure
spending coupled with a population shift to urban
areas,® and demographic decline. Some sources of
development could occur only once—for example,
radical growth of children’s enrollment in school,
generational improvements in the population’s
health, and market opening and reform efforts.¢
In China’s particular case, the slow-motion col-
lapse of the housing sector has threatened people’s
savings, undermined local government finances,
and undermined the growth effects of a sector
that accounted for up to 30 percent of the coun-
try’s GDP. Youth unemployment in China is often
reported to be 20 percent or higher.®s The return

on investment for new infrastructure spending is
now believed to be negative. All told, finding new
sources of economic expansion will be more costly
for every fraction of growth.

A related challenge is stalled productivity. This is
a worldwide problem, but it has been especially
evident in China since about 2007. Observers have
speculated that there have been a wide variety of
causes: infrastructure and housing investments
without a high return on capital, using up certain
fixed inputs (such as additional labor and urbaniza-
tion); lower R&D productivity (despite the spend-
ing), especially in the state sector; and stubbornly
low productivity in sectors of the “second econ-
omy” (other than high-technology leaders). What-
ever the causes, China’s total factor of productivity
growth fell from a healthy 3 percent per year from
2000 to 2009 to just greater than 1 percent in the
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decade after that (according to some statistics, pro-
ductivity even began to decline).c

An even more fundamental trend is China’s demo-
graphic collapse. As of 2022, China’s fertility rate
was only half of what would be required for a
replacement level, and China’s population began
to shrink that year, falling by 2 million in 2023.¢
China’s next generation is likely to be half the size
of the preceding one.*® China’s working-age pop-
ulation will shrink from about 1 billion in 2010 to
about 800 million by 2035.¢° A 2024 forecast from
the UN estimates that China’s fotal population will
collapse to 633 million by 2100 (Figure 3.9).™ In
fact, the actual numbers might be even worse: Some
scholars have suggested that Chinese authorities
have been inflating the country’s population fig-
ures for years.™

Figure 3.9. China's Total Population Projection to 2100
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As Figure 3.10 indicates, current projections sug-
gest that, given China’s declining and aging popu-
lation, its rising dependency ratio—higher propor-
tions of an aging population relative to working-age
people—will increase social service and health care
costs and raise family burdens on younger workers.
By 2046, China’s dependency ratio will surpass
Europe’s; by 2064, it will rise past Japan’s; and by
2085, it will reach 109 percent, meaning that China
will have more people age 65 and over than between
ages 15 and 64.72 In fact, China is on track to have
the world’s second-most-crippling dependency

B 95% prediction interval

2.0
1.8
— 16
%)
c
S 14
.-\5,
s 1.2
i)
Eg 1.0
=]
g os
[oF Medium variant
S 06
S
0.4
0.2
0.0

1950 1975 2000

2025 2050 2075 2100

Year

SOURCE: Adapted from Department of Economic and Social Affairs, “World Population Prospects 2024, China: Graphs/Profiles”

(CC BY 3.01GO).



Where Do the Two Sides Stand—and Where Are They Headed?

25

ratio, behind only South Korea.” Older people
consume less, and a falling workforce will impair
any effort to shift to a consumption-based econ-
omy. Moreover, China’s population is becoming old
before it is becoming rich, seriously complicating
the challenges of dealing with an aging society.™

Beijing does have policy tools in its arsenal to mit-
igate these effects. It can encourage young fami-
lies to have more children, although this has had
little effect so far. It can extend retirement ages,
which are low relative to other countries—just age
60 for men and age 55 for women.” It can seek to
enhance productivity through other means, such
as improving its workforce’s education levels. It
can use technology as a substitute for labor, as it
appears to be planning to do with its Al strategy.
But these steps will only mitigate rather than cor-
rect this onrushing demographic crisis.

Another structural obstacle comes from the ineffi-
ciencies of state-led development. Beijing continues
to prop up many largely unproductive state-owned
enterprises. Many observers have begun to speak
about the “Two Chinas”: the advanced, high-tech
manufacturing part, centered on the major coastal
cities and associated manufacturing hubs, and the
rural and state-owned part, which continues to lag.
The same headlong rush to support key industries
has empowered significant amounts of corrup-
tion, which Xi is anxiously trying to rein in. The
country’s autocratic system, which has been used
indiscriminately to target business leaders under
Xi’s rule, appears to be inhibiting investment and
confidence; the regime has created an unpredict-
able and unstable situation for investors.” Partly
owing to U.S.-China tensions and the darkening
environment for foreign business in China, foreign
direct investment (FDI) into China has plateaued in

Figure 3.10. Dependency Ratios: The United States and China
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recent years. Inbound FDI fell almost 30 percent
in 2024 and has yet to fully recover, although the
trend is once again upward.”

Another risk to China’s competitive standing is its
immense and still-growing stock of debt. China
is one of the most debt-burdened countries in the
world, a product, in part, of using local government
debt to fuel investment. One commonly used sta-
tistic to track debt is the level of credit to the non-
financial sector as a percentage of GDP. As shown
in Figure 3.11, China’s debt by this measure has
grown from about 125 percent of GDP in 2000 to
more than 292 percent in 2025—a full 40 percent
above the heavily indebted United States.? Yet if
China pushes ahead with existing economic plans,
it will likely require significantly more borrowing,
given the limits on taxable revenue and other con-
straints and the escalating social service demands
of an aging population. Beijing’s 2025 economic

plan set a target of an added deficit equal to 4 per-
cent of GDP.”

As with demographics, China’s debt levels do not
necessarily imply a near-term catastrophe. Most of
the debt is issued to Chinese borrowers, reducing
the potential for outside creditors to spark a crisis.
High savings rates have generated a large reservoir
of bank deposits, which could be deployed to ward
off any sort of emergency.®® And yet, as with the
United States, this growing debt poses a threat to
long-term growth and constrains China’s ability to
spend significant new amounts of state revenues in
service of its goals.®

Xi’s dramatic centralization of power is also creat-
ing another structural weakness for China. When
any autocratic system becomes so dependent on a
single ruler, it becomes brittle and less resilient to
leadership turnovers.® Xi has been able to produce
decisive policy responses, but history suggests that

Figure 3.11. Debt as Percentage of Gross Domestic Product
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such central control is not a sustainable approach
to achieving or maintaining advantage.

Beyond those specific challenges, China—as with
the United States—faces a broader challenge of a
loss of social vitality and optimism. Long-time vis-
itors to China and scholars engaging with Chinese
contacts report growing levels of disaffection and
alienation, especially among the youth in China.
The repression of the Xi years has reduced hope
and optimism about the future; young people are
reacting against intense work demands in school
and their careers. A term in China that has gained
use is neijuan; “[o]ften translated as ‘involution,’ it
refers to a life twisting inward without real prog-
ress.”® Its effects will take time to play out, but
“neijuan now permeates all aspects of life in Xi’s
China, leaving the country more isolated and stag-
nant than during any extended period since Chair-

AL AL L

man Deng Xiaoping, launched the reform era in
the 1970s.”84

The result of these accumulating challenges and
weaknesses is that China needs a fundamentally
new approach to economic growth and develop-
ment. For decades, it used a mix of debt-based
infrastructure and housing construction to pro-
mote growth. The collapse of the housing market
and limits on new infrastructure spending demand
anew model, one able to deal with an aging society,
promote economic self-sufficiency, and address
fiscal constraints. Chinese planners appear to have
found such a strategy—not the consumption-based
economy many economists have called for, but
a program of wealth creation that is based on
“manufacturing-led productivity growth, driven
by innovation and the incorporation of advanced
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manufacturing techniques across both emerging
and established industries.”ss

This new model, which was strongly reaffirmed
in Beijing’s 15th Five-Year Plan, points squarely
at high-tech industries and rising productivity as
ways of boosting wages, creating the basis for more
domestic spending, and achieving the CCP’s goal
of achieving “common prosperity.”se One typical
catchphrase for this program is “new quality pro-
ductive forces,” which is aimed very explicitly at
improving total factor productivity.s But the mod-
el’s success depends on several very shaky assump-
tions, the leading one being that China can continue
torun an immense and growing trade surplus using
exports of the goods that this high-tech manufac-
turing juggernaut creates. It is also not clear that
advances in sectors that still represent a relatively
small share of China’s overall GDP will achieve the
domestic productivity or consumption growth ona
scale that is required to sustain growth.

An Inflection Point for U.S.
Competitive Standing

The evidence we discussed in the previous sections
shows a clear pattern: The United States retains
immense enduring strength, China faces mounting
challenges, and the contest reflects the emergence
of a long-term peer—not China rapidly overtaking
the United States.

The inherent dynamism of the U.S. economy
has generated growth of about 3 percent in the
post-pandemic years, outpacing most other devel-
oped nations. Between 2019 and 2024, even with the
pandemic dip, the U.S. economy grew by 8 percent
overall—twice as much as the European Union and
ten times as much as Japan.ss Unemployment has
remained around or below 4 percent. U.S. produc-
tivity levels have staged a surprising rally, with
output per worker rising as much as 5 percent in the
years after 2019.% In nominal terms, the U.S. econ-
omy still accounts for about 26 percent of global
GDP, down from the percentage in 2000 but still
at the same or similar levels as it was in the 1990s.
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Yet despite these strengths, the United States faces
its own inflection point in national dynamism
and power. Three issues stand out as especially
profound.

One is debt (see Figure 3.12). U.S. public debt levels
have grown dramatically since about 2000, and,
under existing plans, there is no prospect of the
debt leveling off. One estimate suggests that the
U.S. debt-to-GDP ratio in 2054 will be between 170
and 190 percent.*” Some economists have begun to
warn of the potential for a true debt crisis.®* One
detailed assessment suggests that the United States
has a relatively narrow window to act—about 20
years (from 2023), after which “no amount of future
tax increases or spending cuts could avoid the gov-
ernment defaulting on its debt whether explicitly
or implicitly.”2 Rising interest rates would dramat-
ically worsen this situation: That same analysis

Figure 3.12. U.S. Federal Debt Held by the Public
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to underwrite the program’s sustainability), inter-
est payments already reflect about 25 percent of
all other federal revenue. By 2034, interest pay-
ments are projected to exceed 30 percent of those
revenues, even with extremely low assumptions
about interest rates—if rates rise just 1 percent by
2034, as much as 40 percent of non-Social Security
revenue will be captured by interest payments. One
estimate suggests that by 2054, interest payments
in a slightly higher interest rate scenario could con-
sume more than 80 percent of non-Social Security
revenue.*

A second component of the U.S. inflection point is
what might be described as political-institutional
stagnation. Part of this issue relates to the expan-
sion and ossification of organizational life and
the associated explosion of administrative and
managerial functions in such fields as health care
and education. This reflects an inability to build
things—infrastructure costs run far higher in the
United States than in most other countries, and
major projects run vastly over schedule and over
budget.” Meanwhile, at the national level in par-
ticular, political effectiveness is further hampered
by the highest levels of political polarization in
the modern era, which have constrained political
action. A RAND study on societal competitive-
ness isolated effective governance as the key com-
petitive paradigm of the early 21st century.”” The
United States confronts major competitive handi-
caps with its existing governance.

A third urgent issue for the United States is the
decline of its manufacturing base in critical indus-
tries, including in the defense sector. Overall, the
U.S. manufacturing sector declined from 11.3 per-
cent of GDP in 2021 to 10.2 percent by 2024.° The
number of U.S. manufacturing firms declined
more than 20 percent in the past two decades, and
the manufacturing sector lost more than 2 million
jobs in that time. China’s manufacturing output
is more than $2 trillion greater than the United
States’ output per year.” However, the notion of
decline can be exaggerated. U.S. manufacturing
output still ranks second in the world, more than
Germany, Japan, and South Korea combined. The
United States remains the clear world leader in

value-added manufacturing per worker, far ahead
of China. The country attracts trillions in FDI every
year to its manufacturing sector.°

The threat of industrial decline is more discrete
and targeted. The United States is no longer com-
petitive in several critical manufacturing sectors,
notably solar cells, batteries, consumer electronics,
machine tools, and shipbuilding. China has become
dominant in those sectors. In several other areas—
robotics, pharmaceuticals, and EVs—China appears
well on the road toward similar levels of advantage.
China is stealing a march on the United States in
the industries of the 21st century.

More broadly, as with China, the United States con-
fronts a broader rise of social alienation and disaf-
fection that is undermining the national capacity
for collective action. Many factors are contributing
to this trend: rising economic precarity, stagnant
wages, and economic inequality; loss of faith in
major institutions; a fragmenting information envi-
ronment; concerns about the future of U.S. culture;
and more. Whatever its causes, the effects of the
current social disorientation are poisonous to the
foundations of national power. They have exacer-
bated political polarization and gridlock, social
anomie and despair, misinformation and conspir-
acy theories, and a loss of national will. Taken
together, these factors point to a critical moment
for U.S. power and competitiveness.

Summing Up: A Contest of Vast
Complexity and Uncertainty

The various trends, capabilities, and vulnerabilities
that we summarized in this chapter paint a com-
plex, varied portrait of the state of the U.S.-China
competition. The competition is clearly something
other than a classic power transition; China is rising
relative to the United States but not in a straight-line
trajectory. China is not set to dominate world poli-
tics. Although China is immense and influential, its
horizons are not infinite, and its power is counter-
balanced by a variety of factors—and by dozens of
countries that have no interest in following its auto-
cratic development path.”! These findings, and the
other factors summarized in this chapter, highlight
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several conclusions that pose serious challenges to
U.S. strategy.

First, although China’s growth is slowing and
China is not likely to overtake the United States in
comprehensive terms, the country has achieved one
dominant leadership position that it is likely to sus-
tain: the world’s manufacturing superpower. This
gives China tremendous potential influence over
other countries. China is building a commanding
position in several specific areas of industrial and
technological power that could prove highly sig-
nificant in an extended competition and decisive
in any protracted war.

Second, in many ways, the story of the U.S.-China
competition is one of two great powers that are
each reaching the end of or diminishing returns in
their default model for the economic foundations
of national power. For the United States, its unfet-
tered free-market approach has run up against the
reality of self-interested behavior from China, the
end of easy credit, an international economy that
is becoming more focused on self-reliance, and
stagnating levels of productivity. The free-market

model also courted political failure by creating the
conditions for the weakening of the United States’
industrial heartland and generated national secu-
rity challenges by allowing grave dependencies to
arise.'2

China’s growth model is based on housing and
infrastructure construction combined with enor-
mous amounts of investment, massive exports,
and deeply embedded unfair and sometimes
predatory trade and industrial practices, and this
model is coming up against natural limits and
an intensifying reaction from many of its trade
partners. As noted previously, even China’s latest
alternative—the emphasis on high-productivity
technology sectors—will continue to lock China
into a manufacturing-first, export-reliant approach
that demands that other countries accept a series of
“China shocks” that destroy their domestic manu-
facturing bases and leave them vulnerable to Chi-
nese pressure.

Both the United States and China must confront
issues of aging societies, ballooning debt, exces-
sive bureaucracy, and social alienation and misery.
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Both suffer from economies that are not able to
serve the interests of average workers in the way
the economies did in their respective heydays—a
perceived failure that might get worse as both gov-
ernments struggle to deal with the social service
demands of aging populations.' The course of the
competition over the coming decade will depend
on which side responds to these challenges more
effectively, especially in terms of devising a new
recipe for sustained economic growth.

Third, the way both countries are preparing to
address the challenge of long-term growth is
through the application of a possibly revolutionary
technology: Al It is not clear how profound AI’s
effects will be in the next decade. But the coun-
try that masters AI's development and application
could gain a decisive advantage across many areas
of the competition.

Fourth, although China is not set to rocket past
the United States in comprehensive national
power, China’s power and influence are equivalent
enough—and the world’s political power is becom-
ing sufficiently multipolar—that U.S. strategy can
no longer strive for goals that have any flavor of
“recapturing primacy.” Primacy—military, eco-
nomic, and otherwise—is gone. The United States
can still safeguard its most vital interests, but it will
have to do so with a different conception of its role
and plausible strategic options.

Fifth, and more broadly, the idea that the United
States and the West had the default recipe for
success—and that success would naturally exert a
gravitational effect on others—is ebbing. Yet despite
its global initiatives and appeals to the developing
world, China’s model has not replaced it. Coun-
tries might buy Chinese surveillance tools, adopt
state-led development, or seek Beijing’s favor—but
few countries are embracing China’s socioeco-
nomic or cultural blueprints. The world is frag-
menting into hybrids: states mixing elements of
both U.S. and Chinese systems, hedging between
powers, and asserting their own paths. Defining

clear goals for influence will only grow harder in
this pluralistic world.

If viewing many of these trends and themes
together, one new theme that captures the wider
strategic context for the U.S.-China contest is tran-
sition. World politics is undergoing a profound
change, partly as a result of China’s efforts to shift
the locus of power away from U.S.-led institutions
and processes. The emerging reality retains ele-
ments of the postwar order but also reflects new
patterns and norms. The United States, China, and
many other leading countries are confronting the
need to reform and rehabilitate their basic models
for economic development. And the societies of
advanced countries—including the more developed
sectors of China’s economy—are undergoing strains
associated with the transition to new social pat-
terns, such as the rise of new digital realities.

In such a fluid environment, the challenge for
all major powers is therefore much broader than
merely seeking bilateral advantage. Many paral-
lel technological, social, economic, and military
shifts are underway at the same time. Countries
must navigate all of these transitions to build power,
influence, and advantage in the emerging geopo-
litical context. For the United States, the resulting
challenge is not first and foremost about prevailing
against China in any specific issue area. It is about
setting the domestic foundations for success—
scientific and technological, economic, social—and
strengthening global networks that have provided
the United States with such tremendous advan-
tages over the past 70 years. But in the process,
the United States has to come to grips with Chi-
na’s comprehensive ecosystems for advantage—its
strategic approach to improving its position in key
scientific, technological, and economic domains.
This approach is in evidence across all seven issue
areas we surveyed and demands a more coherent,
better-resourced, and synergistic U.S. response.



CHAPTER 4

The Nature of the China

Challenge

As the United States organized itself for the Cold
War, one of the most significant debates was about
the essential character of the Soviet Union. NSC-68
was uncompromising in its portrait of the rival,
describing the Soviet Union as a “fanatical” power,
the survival of which demanded “the complete sub-
version or forcible destruction of the machinery of
government and structure of society in the coun-
tries of the non-Soviet world and their replacement
by an apparatus and structure subservient to and
controlled from the Kremlin.”** Moscow could be
satisfied with nothing less than world domination,
and it was prepared to impose its will by military
conquest. As aresult, the only outcome that would
truly safeguard U.S. interests would be a radical
change in governance—effectively, the overturn-
ing of the Soviet Union itself—accompanied by a
massive military buildup to avoid Soviet conquest
in the meantime.

Others, such as George Kennan, agreed that the
Soviet Union was “committed fanatically to the
belief that with [the United States] there can be no
modus vivendi, that it is desirable and necessary
that the internal harmony of our society be dis-
rupted, our traditional way of life be destroyed,
the international authority of our state be broken,
if Soviet power is to be secure.” % But Kennan dis-
agreed that the United States had to go on the
offensive or pour resources into the military; he
saw broader measures of national vitality and
solidarity as much more critical to competitive
advantage. He believed that leaders in the Krem-
lin had no grand plans or any intention to launch
large-scale invasions. Dwight Eisenhower held a
similar view: He saw the Soviets as dangerous,
hostile, and paranoid but opportunistic rather than
adventuristic and obsessed with domestic security
more than expansion.
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Although the U.S.-China relationship is starkly dif-
ferent from the clash with the Soviet Union, this
same question is a crucial place to start: Just what is
the essential character of the U.S. rival? In China’s
case, the answer is far from simple. In the following
sections, we offer six lenses to help define China’s
complex and, in some ways, contradictory charac-
ter. No single one of these lenses offers the essen-
tial, default way of understanding Chinese power.
It is the way that they combine and interact—the
crosscutting qualities they suggest, but also their
dilemmas and contradictions—that define the chal-
lenge that China poses to U.S. interests.

The Baseline: A Classic
Great Power

The first and arguably most classic portrait of
China is as a traditional great power whose strength
is growing and whose ambitions are rising along-
side that strength. Great powers at this stage of

development tend to be belligerent, fractious,
prideful, and full of beliefs that their emergent
position in world politics demands respect. Aaron
Friedberg has offered one of the best portraits of
China as a traditional great power. Rising powers,
Friedberg suggests,

typically attempt not only to secure their bor-
ders but also to reach out beyond them, taking
steps to ensure access to markets, materials,
and transportation routes; to protect their cit-
izens far from home and defend their foreign
friends and allies; to promulgate their religious
or ideological beliefs; and in general, to have
what they consider to be their rightful say in the
affairs of their region and of the wider world.
As they begin to assert themselves, rising
powers usually feel impelled to challenge ter-
ritorial boundaries, international institutions,
and hierarchies of prestige that were put in
place when they were still relatively weak.0
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In this and other ways, the expectations of the
China-as-a-rising-great-power lens closely match
Beijing’s public narratives and behavior over the
past decade. China demands acknowledgment of
its “rightful place” in world politics, aims to settle
a handful of remaining territorial demands on its
terms, seeks greater influence in global institu-
tions and networks, and works to have its political
and economic model become an option for other
countries to employ.

One variant of the great-power frame is power
transition theory, and as we noted in Chapter 1,
this concept warrants special attention in China’s
case. Rising powers want to seize control of world
politics; established powers are not yet ready to
surrender it.'” Some scholars have applied power
transition theory to the U.S.-China rivalry with
gusto, suggesting that the two rivals are destined
for war. Others reject the validity of the theory or
its relevance to this competition.!s

Some Chinese scholars and officials (and a few
Western authors) claim that China is not a typical
great power—its rise is likely to be peaceful, they
claim, because China has a nonbelligerent strategic
culture that seeks power through patient, indirect
means and does not lead to wars similar to ones
that Western great powers have fought. They argue
that China does not need to follow the trajectory of
a classic rising and increasingly aggressive great
power. China can learn from history, some suggest,
and avoid unnecessary provocations while pursu-
ing any revisionist intent gradually.'o°

Astempting as this idea might be, the evidence does
not support the notion that China can be expected to
rise without taking classic power-seeking actions.
Alastair Iain Johnston showed decades ago that
China’s strategic culture has abundant elements
of Western-style realpolitik. China has waged its
share of wars: China’s own Academy of Military
Science counts 3,756 conflicts fought by Chinese
states from 77 BCE to 1912 CE." China’s behav-
ior in such locations as Taiwan, the South China
Sea, and its border with India also implies a pow-
erful willingness to impose its will in areas where
it believes vital interests to be at stake.

There can be little doubt that elements of the
power-transition framing match some of the emerg-
ing patterns of China’s role in world politics: China
has been rising, its determination to claim its right-
ful position has grown with its power, the United
States is threatened by that process, and both sides
view each other with suspicion and fear. Chinese
strategic narratives fervently assert that the United
States—spurred by the fear of a rising competitor—
is trying to prevent China’s rise, just as an estab-
lished great power would be expected to do. U.S.
officials reject this framing, pointing out that the
United States nurtured China’s rise by inviting it
into the world economy. Whether accurate or not,
though, the narrative of U.S. hindrance permeates
China’s official thinking, and it establishes a chal-
lenging context for U.S. strategy. Actions taken to
deter Chinese aggression or respond to its coercion
will be seen in Beijing as part of this larger effort
to constrain China’s potential.

The Cultural Component:
A Civilization-State

China is not merely a generic great power. Its state
reflects the modern incarnation of a 5,000-year-old
civilization with a powerful sense of its own signifi-
cance. Using this lens, one can understand China as
a “civilization state”:"" A society and political entity
whose identity is defined by the self-conception,
traditions, and culture of its history. The histo-
rian Lucian Pye famously observed that “[w]hat
binds the Chinese together is their sense of culture,
race, and civilization, not an identification with
the nation as a state.”2 Even Henry Kissinger, the
devotee of realpolitik, argued that “China is sin-
gular. No other country can claim so long a con-
tinuous civilization, or such an intimate link to its
ancient past and classical principles of strategy and
statesmanship.”"s When the precursors of Chinese
language first emerged, Kissinger explains, Athens
had not yet appeared on the world stage. To the
Chinese, their country “appears in history less as a
conventional nation-state than a permanent natural
phenomenon.” ™
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This identity is partly, but not completely, grounded
in Confucian norms and values. Xi has sought to
revive the binding power of Confucianism, but this
is relatively new for the CCP. For decades, CCP
leaders were either suspicious of or actively hostile
to Confucianism as a potential rival to Marxism
as a guiding ideology. Moreover, Confucianism
only enters the Chinese story halfway through its
much-touted 5,000-year history and thus does not
reflect the whole of Chinese cultural traditions.
Nonetheless, official and popular emphasis on Chi-
na’s Confucian identity has experienced a signifi-
cant revival in recent years, one with several pur-
poses or effects, such as allowing the regime to tap
into an additional well of legitimacy, highlighting
China’s separateness from the West, and support-
ing a general reemphasis on traditional values.!s

Competing with a state that sees itself as the world’s
leading culture and civilization, and one with a
natural right to exercise influence over others, is
a special sort of challenge."s This self-image can
lead China to lean into powerfully hierarchical and
arrogant conceptions of its status. These beliefs
might infuse China’s leaders with a rigid com-
mitment to whatever they believe is their rightful
civilizational status—and perhaps overconfidence
in their eventual position atop the global hierar-
chy. That sort of confidence will create constant
tensions with countries feeling the blunt edge of
China’s self-satisfaction. But it also makes China
a distinctly uncompromising rival: A nation that
views itself as the heir to the rightful claims of a
5,000-year-old civilization, and one that is also
fueled by the claimed historical determinism of a
governing Marxist-Leninist ideology, will tend to
view its positions as objectively correct rather than
as claims subject to negotiation. And because Chi-
na’s civilizational conception is ethnic and cultural
as much as territorial, this identity empowers the
regime’s claim on the loyalties of Chinese citizens
everywhere in the world—and beyond that, some
degree of affinity from all ethnic Chinese peoples.

The Ideological Element:
A Marxist-Leninist Power

China is more than a generic great power or a civ-
ilization state. A third identity plays a critical role
in shaping its worldview and behavior: the CCP’s
justifying self-conception as a Marxist-Leninist
regime. It might be surprising to offer such a
reminder of the CCP’s underlying ideology. After
all, China’s political system is the creation of a
communist movement. China’s system is rife with
communist dogma and structures, from the ruling
Politburo to the dominant role of the party in gov-
ernance to the ideological campaigns to promote
socialism. Xi’s core political ideology, expressed
in “Xi Jinping Thought,” is that only the CCP can
provide effective leadership for China.

And yet, for decades, it was not clear just how much
China could be regarded as a Marxist-Leninist
entity. China’s development was fueled by the
private sector, which is generally believed to con-
tribute about 60 percent of China’s total GDP.'"
Government economic ministries brimmed with
Western-trained officials who understood—and in
many cases followed—classic Western economic
concepts. China’s middle class, which saw explo-
sive growth, seems as devoted to consumerism as
any Western society."® By 2024, China boasted
more than 6.6 million millionaires (measured in
U.S. dollars) and 516 billionaires," both of which
alsoreflected stark inequalities. China’s Gini coef-
ficient in 2024—a measure of inequality in which
1 is the most unequal—was 0.62, better than the
United States’ 0.74 but worse than France, South
Korea, Italy, Poland, Australia, Japan, and many
other advanced capitalist countries.’> China’s
social support system remains meager by U.S. or
European standards.

The ideological taproots of the CCP, moreover, are
as much Maoist as Marxist: Chairman Mao Zedong
adapted communist revolutionary principles to Chi-
na’s domestic circumstances in ways that created a
distinct line of doctrine from the very beginning of
modern China. In a different way, Chairman Deng
also went through a period of adaptation with his
implicit turn toward capitalism, famously saying,
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“It doesn’t matter if it’s a black cat or a white cat,
as long as it catches mice”?’—meaning it does not
matter whether economic methods are communist
or capitalist as long as they deliver results. Deng’s
pragmatism, however, coexisted with a firm preser-
vation of CCP governance structures and one-party
rule. To borrow Richard McGregor’s phrasing,
China runs on “Soviet hardware”—its core politi-
cal institutions, such as the Politburo and National
Party Congresses—and “Chinese software,” such
as the many adaptations the CCP has devised to
govern effectively.?2 Ideology is best understood as
atool of the party rather than an operative system
that directs the party’s actions.

Whatever the mixture of doctrine that makes up the
CCP’s ideological origins, Xi and his close allies
have certainly reacted to China’s backsliding from
Marxist-Leninist principles with a concerted effort

toreaffirm China’s Marxist character and the hege-
monic position of the CCP in Chinese society.'” At
a 2017 Party Congress speech, Xi spoke forcefully
of “the scientific truth of Marxism-Leninism” and
the importance of the CCP’s Leninist character as
“the vanguard of the times, the backbone of the
nation, and a Marxist governing party.” He added,
“The Marxism of twenty-first-century China will,
without a doubt, emanate a more mighty, more
compelling power of truth.”?* Xi has reempha-
sized Marxist ideology, instituted elaborate new
ideological training programs from grade school
through university, and redoubled efforts to build
a high-tech and grassroots community-based sur-
veillance and indoctrination system.'

China’s continuing and renewed status as a
Marxist-Leninist power carries several implica-
tions for U.S. strategy. It means, for one thing, that
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the United States is dealing with a senior leadership
group that is potentially even more intoxicated by
the prospect of their own inevitable victory. Marx-
ism offers “objective” claims for the eventual tri-
umph of socialism, which Xi and others have tied
tightly to geostrategic assessments of U.S. (and
Western) power. Marxist dogma thus blends with
Chinese civilizational self-importance and the
stresses of a perceived (if not actual) power transi-
tion to offer Chinese leaders a growing certainty
of the rivalry’s trajectory, one that U.S. policy will
have a hard time overcoming.

China’s communist identity could also contribute
to a growing risk of adventurism fueled by over-
confidence in the United States’ decline. Marxist
dialectical materialism holds that intensifying con-
tradictions in capitalism will produce its demise.
If Chinese leaders convince themselves that this
moment of demise is rapidly approaching, they
could conclude that the United States is too frac-
tured and distracted to respond to provocations.

Marxistideology also imparts a distinctly zero-sum
character to the rivalry. In Marxist dogma, social-
ism and capitalism are locked in a death struggle
from which only one will emerge. This precise
notion was why Kennan and others depicted the
original U.S.-Soviet confrontation as ultimately

irreconcilable. Chinese official doctrines are not
that dualistic or Manichean, and it is important
not to exaggerate the degree of what an irresolv-
able clash this rivalry can be. But a Marxist world-
view will feed Chinese leaders’ paranoia about U.S.
intentions by insisting that global capitalism is irre-
vocably committed to the destruction of socialism,
Chinese and otherwise.2

Finally, a Marxist-Leninist worldview imparts a
degree of universalism to China’s conception of
its role and the applicability of its system. At least
since the 1970s, the CCP has not engaged in efforts
to overturn other governments and substitute com-
munist systems. China’s officials have repeatedly
forsworn any intention of spreading the country’s
model abroad. Yet China’s sense of itself as a global
development icon, fueled in part by its Marxist
identity, has produced a growing willingness to
promote its model as one to be copied elsewhere,
and more-strident claims about the superiority of
the system imply a more intense brand of ideolog-
ical adventurism than might have been the case a
decade or more ago.
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A Developmental State

A fourth lens depicts China as a developmental
state—a developing nation using state power to spur
its economic rise.”? In this view, China bears many
typical hallmarks of state-directed modernization.
It can be seen in a class of Asian developing states
following the broad contours of a model estab-
lished by Japan, South Korea, Taiwan, and others.

Such state-led modernization has several emblem-
atic characteristics. These have included the
state having an interventionist role in the econ-
omy rather than merely setting the conditions for
private-sector success, powerful and generally
effective state institutions run by a technocratic
governing elite, coherent and long-term economic
planning in which government and business closely
collaborate and state power is deployed in service
of business success, and state support for national
champion industries that seek global market share
through strong exports as an initial goal.

This is the China of the hyperconnected big cities,
the world-leading manufacturing hubs, and the
thirst for a better life that drives generations of
workers. Take away the Marxist-Leninist jargon;
ignore, for a moment, the repression of human
rights; and modulate the civilizational hubris,
hierarchical impulses, and scale and potential of
a world-leading great power, and what China rep-
resents is rather conventional: a classic drive for
national development and modernization. This
identity also represents the China of ecological
disasters, awful working conditions in factories,
and some degree of wasted public resources thrown
at failing firms and industries.'2s

In some ways, this China is powerfully at odds with
the regime’s Marxist line. China’s development has
been led by capitalist strategies and firms. Its social
patterns conform to fairly typical modernizing ten-
dencies. Its surge of economic growth came from
releasing its market energies, not imposing central
planning. No other developmental state has suc-
ceeded as a Marxist-Leninist entity.

China is bucking the more typical trajectory of
modernizing countries in another way: It is not

democratizing. Many developing nations’ experi-
ences and impressive worldwide trends in demo-
cratic rule had created an expectation—even though
the social science on this issue is mixed and full of
exceptions—that as countries became richer, they
were likely to democratize. This expectation was
part of the basis for Western engagement strategies:
As China grew, so the hope went, it would become
freer. China’s wealthier areas achieved impressive
per capita income levels by the 2010s, yet it remains
a tightly controlled autocracy, becoming arguably
even more regimented and repressed through the
use of elaborate surveillance technologies.

This perspective on China carries several implica-
tions for U.S. strategy. First, it reflects one factor
common to the earlier lenses: ambition. China’s
commitment to development reflects its determi-
nation to achieve national rejuvenation, a goal to
which much of the Chinese public are committed
and which fuels national dynamism. Private-sector
leaders in China reflect a forceful blend of cap-
italist desire for growth and profit and Chinese
nationalism.

Second, this version of China’s identity, to the extent
that its requirements are accepted by senior party
leaders, does impose constraints on aggressive-
ness. If China is truly interested in development,
and if it remains reliant on exports as the main
engine of that progress, it can only infuriate the
rest of the world so much. That bar might be high—
many countries depend on their trade with China
more than China depends on those countries—but
China as a developmental state is not immune to
the attitudes of those to whom it would sell.

Third, this lens also directs our attention to key
questions about China’s future prospects, particu-
larly because China is already starting to confront
some of the mid-life challenges of late moderniz-
ers. We summarized a few of these challenges in
the previous sections: declining birth rates, slow-
ing economic growth, and stagnating productivity
and wage growth. Sustained economic stagnation
could challenge China’s self-appointed identity as
a developmental state and hamper the regime’s
legitimacy.
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An Emerging Scientific and
Industrial Hegemon

The fifth approach to understanding China is the
ultimate extension of the developmental state, but
one with a very specific angle particular to China
and the present moment in history: becoming the
world’s leading science and technology power. This
ambition has become central to China’s strategy for
achieving national advantage and, even more than
that, to China’s 21st-century identity.

Party leaders argue that the real determinants of
power in the 21st century are scientific.s° They iden-
tify Al, quantum computing, and biomanufacturing
as foundational pillars of future great-power sta-
tus. Box 4.1 offers a representative sample of Chi-
na’s scientific and technological priorities. Histori-
cal analogs of prior industrial revolutions reinforce
party leaders’ belief that moments of technologi-
cal upheaval reset global hierarchies. Self-reliance
in these core technologies is therefore elevated
as both a developmental goal and a strategic
imperative.2 Dependence on the United States

Box 4.1. China’s Science and Technology Policy: Example Priorities

Made in China 2025
Target Sectors

15th Five-Year Plan (2026-2030)
Priority Technologies

Military and National Security
Technology Priorities

1. Next-generation information 1. Integrated circuits 1. Al
technology industry 2. Industrial machinery and 2. Autonomous systems,
2. High-end computer high-end manufacturing including advanced
nume.rical controlleq 3. High-end instruments and comman.d, c?ntrol,
machines and robotics precision equipment communications,
o computers, intelligence,
3. Aviation and space 4. Basic software and digital .
. . . surveillance, and
equipment, including infrastructure i
drone technologies reconnaissance
5. Advanced materials (C4ISR) networks
4. Offshore engineering ) )
equipment and 6. B.lomanufacturmg and 3. Adve.mced
high-tech ships biotechnology semiconductors
5. Advanced rail 7. Quantum technologies 4. Cyberand electronic
transportation equipment 8. Al and next-generation warfare
6. Energy-saving and new information technology 5. Quantum technologies
energy vehicles, including 9. Digital Economy and 6. Hypersonic weapons
EVs Digital China initiative 7. Directed energy weapons
7. Electrical equipment, 10. Emerging frontier sectors, 8. Space systems
including for solar and including advanced )
wind power manufacturing and 9. Biotechnology
8. Agricultural machinery |ndus.tr|al software, high-end 10. Advanced materials
and equipment robotics and cloud, 11. Advanced energy
aerospace, and related technologi
. gies
9. New materials tech infrastructure
10. Biopharmaceutical and

SOURCES: Features information from Blaugher, Gordon, and Dagher-Margosian, Made in China 2025; “15th FYP to Advance

high-performance
medical devices

Innovation-Driven Development”; Ma, “Future Industries Top Priority in 2026.” Military priorities are derived from U.S.

Department of Defense, Annual Report to Congress, as well as prior RAND work.
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for semiconductors, precision tools, or advanced
software is seen as a vulnerability that could be
exploited in a crisis.'s

Technology’s emphasis in China’s economic devel-
opment has deep roots in pre-communist-era
analyses of how China fell behind during the
industrial age, Marxist historical materialism, and
various other sources."* Beijing’s 2024 National
People’s Congress Work Report highlights that
developing China “through science and technol-
ogy” was the basis for economic competitive-
ness.”s China’s National Medium- and Long-Term
Program for Science and Technology Development
(2006-2020) document outlined the goal clearly:
“In the 21st century, China, being a large develop-
ing nation, is to accelerate its [science and tech-
nology] development and narrow down the gaps
with the developed nations. To this end, the nation
must make unremitting efforts for a long period
of time.”136

The CCP strongly reaffirmed these basic goals in
its 15th Five-Year Plan, and this identity is being
expressed through many powerful investments.
These include legacy investments of the Made in
China 2025 industrial policy, large support for sci-
ence and technology in various domains, and an
increasingly potent Al investment strategy. Such
concepts as “new quality productive forces” high-
light the central role of science and technology in
the country’s identity.

Contending with a burgeoning scientific and tech-
nological power carries several implications. First,
it emphasizes the critical importance of the con-
test for leadership in the domain of science and
technology. Science and technology capacities
now lie at the very core of the relationship and the
competition.

Second, China’s strategies regarding science and
technology specifically focus on global network
power, especially in the digital domain. Chinese
international technology investments and diplo-
macy, partly organized in the Digital Silk Road,
seek to establish dominant influence through sup-
porting many countries’ digital infrastructure,
such as wireless networks, data centers, and sub-
marine cables. As a subset of the larger science and

technology competition, and given the potential
importance of the power that digital networks can
convey, recognizing the importance of this element
of China’s identity mandates that the United States
compete effectively in this domain.

Xi’s China: A Leninist-
Personalist Dictatorship

A sixth and final perspective on China focuses on
the leader’s preferences in a dictatorial system.
Many believe that China under Xi represents a grim
combination of two classic forms of autocracy: a
Leninist dictatorship and a personalist dictator-
ship. Xi has certainly gathered power for himself in
extreme ways. He has centralized decisionmaking
power and created a form of a leadership cult, with
XiJinping Thought being celebrated and taught as
the core wisdom of the regime. He also crippled the
CCP’s post-Mao collective leadership approach.

Some categorize such a system as a defining case of
a closely related autocratic form: a Leninist dicta-
torship. Leninist states are centralized autocracies
in which the party organization demands the right
to determine all social institutions and ideologies.
The party leaders claim a degree of infallibility in
doctrine and action. There is no true space for civil
society outside the party-government, which is the
law—there is no countervailing power. The CCP
does try to match this rigid control with signals
of responsiveness—what has been called a “con-
sultative Leninism” that seeks to address social
needs and grievances with meaningful policy
responses. 3

At the same time, though, Xi’s China has evolved
in the direction of what is commonly known as a
personalist dictatorship: power centralized in one
person, disempowered formal institutions, patron-
age networks and a cult of personality connected to
the leader, tight information control, and arbitrary
decisionmaking. As an example, Xi amended the
constitution to abolish the two-term limit for his
position.” This lens on China focuses attention
on Xi’s particular beliefs, goals, and preferences
because power is centralized in his person. And
there is ample evidence that he has been deter-
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mined to shed the patient and retiring approach
of Chinese diplomacy in favor of something much
bolder, drawn partly on a belief that China’s time
has arrived.

One defining hallmark of Xi’s rule has been his
sweeping anticorruption campaigns. From day
one in office, Xi pledged to “beat the tigers and
the flies”—targeting corrupt officials at both the
highest levels (tigers) and the grassroots (flies).
These campaigns provide a convenient means of
both attacking those perceived as not personally
loyal to Xi and creating a general climate of fear
and submission.

In an important sense, this forbidding identity
looms over all of the other lenses in depicting Chi-
na’s nature. China is not an average great power,
developmental state, or high-technology super-
power. Itis a dictatorship, and one that has clamped
down much more firmly on its population since
about 2010. With Xi’s purges, party leaders have
embraced intensified repression and surveillance,
and the crackdowns have resulted in social disaf-
fection. There is significant anecdotal evidence
that the CCP’s renewed dictatorial lunge has damp-
ened cultural creativity, caused some of China’s
elite to flee to other countries (such as Singapore),
and intensified feelings of social alienation among
China’s younger generations.+

This lens suggests several implications for U.S.
strategy. First, in personalist dictatorships, the
potential for misunderstanding and miscommu-
nication with other countries is rife because the
leader typically relies on a small circle of senior
aides—and because many people in the government
are reluctant to share information that might con-
tradict the leader’s assumptions. This can make
such regimes unpredictable and arbitrary.

Second, such regimes sometimes tend to generate
extreme behavior because lower-level officials and
officers are acting boldly to impress leaders whom
they believe want radical action. This tendency
toward what is sometimes described as “overcom-
pliance” can lead to provocative and dangerous
actions that are not, in fact, ordered from the top
of the hierarchy but which the top leaders might
feel a need to defend once they have taken place.

Third, the combined Leninist and personalist
nature of the Chinese regime could create a com-
plex mixture of patience and urgency. Leninist
regimes believe that socialist dogma guarantees
them a long-term advantage, and the regimes can
afford to let time work for them. But an individ-
ual leader with a limited period of rule might feel
a need to achieve certain goals more quickly. In
this competition, U.S. strategy could seek to play
to China’s appetite for persistence to reduce the
risk of a crisis. The United States must develop
mechanisms and policies aligned to a sustained
competition—that is, to think in the longer term.

A final implication of this lens is that the departure
of Xi from the stage has the potential to introduce
dramatic change in China’s strategy and behavior.
The process of transition itself—and the rising polit-
ical tensions in China as the transition approaches—
will create new challenges for U.S. strategy.#!

U.S. Parallels—and a
Competition of Identities

Although our focus is more on understanding the
China challenge than painting a matching por-
trait of the United States, in order to grasp the full
nature of the rivalry, it is important to understand
ways in which the United States sees itself—and is
seen by others—and how these perceptions interact
with the six lenses on China described previously.
Table 4.1 lays out a set of six parallel lenses on how
the United States views U.S. power.

These contrasting Chinese and U.S. identities point
to clear contests for gaining the advantage regard-
ing relative power in critical regions, international
economic position, and science and technology
leadership. In other cases, though, the two sides
can pursue their identities absent any real zero-sum
dynamic. Both countries can achieve certain mini-
mum levels of influence in their own regions. Each
can promote its own values and try to attract other
countries to its side. The two can cooperate or at
least coordinate efforts to promote mutually ben-
eficial collective good in the international system.

These identities highlight another aspect of U.S.
and Chinese self-conceptions: Both countries are
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Table 4.1. Lenses on U.S. Power: Six Identities

Identity Implications

Classic great power This version of the United States as a strategic actor will seek to maximize
its power and influence even at the expense of norms and values; it will
demand a regional sphere of influence and be intensely suspicious of
impending power accumulations elsewhere.

City on the hill This conception reflects the U.S. self-image for the first century of its
existence and a continuing theme for some political and intellectual leaders.
A viewer using this lens sees the country as exceptional but seeking
influence through example-setting rather than global engagement—that

is, a country mostly determined to remain aloof and stay away from others’
fights. This identity generally has strong civilizational overtones.

Defender of common goods and security This identity involves the 20th- and 21st-century U.S. belief that the

country is called to help stabilize world politics, not only to create a safe
environment for itself but for the benefit of all. This identity encourages
opposition to aggression, promotion of such norms as nonproliferation and
counterterrorism, and adherence to norms and institutions that stabilize the
world economy.

Capitalist hegemon The U.S. capitalist identity reflects the powerfully free market:
profit-seeking impulses that have guided the U.S. private sector and
government action since its founding. The identity leads the United States
to promote free but also fair trade and to prioritize actions that clear the way
for private-sector profit-seeking.

Liberal democratic republic One of the most loudly proclaimed of U.S. identities, this self-conception is
grounded in the United States’ foundation in creeds and values and leads
it to actively encourage democratic transitions and to punish and coerce
regimes that deny rights to their people. This identity is also very unevenly
practiced: All U.S. administrations qualify this pursuit only when necessary.

Innovation nation Since its founding, the United States has valorized innovation and discovery
in science and technology and in other fields. This identity has generated
scientific discoveries and technological progress since the 20th century
partly as the result of government support.
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self-described national projects in ways that are
more ambitious than those of many countries. Each
country aims to spread its influence and control and
to achieve what it views as positive goals that are
beyond the basic goals of survival or even simple
prosperity. Even more so than some 19th-century
great powers, both the United States and China
have conceptions of themselves as exceptional
countries destined to inspire and shape world pol-
itics. These conceptions can be zero-sum or not,
but they generate some inevitable degree of tension
between two countries that view themselves as the
rightful stewards of global politics.

Summing Up: What Sort of
Challenge—and What Sort of
Competition?

China’s overlapping identities leave it without a
single, unambiguous set of norms, values, or even
traditions as it plows forward toward ever-greater
power. China is drawing on complex and, in some
ways, contradictory sources of behavior, creat-
ing immense uncertainty. The country is a great
power fueled by a complex and sometimes vola-
tile mixture of classical Confucian values from
its civilizational self-conception and fast-moving
norms of its scientific and technological identity.
Itis a unitary, centralized, personalist dictatorship
that cannot help but generate numerous centers of
power through its state-led industrialization. Yet
it is also a developmental state and classic great
power whose interests are served by stability in the
international system and by mitigating the reac-
tions to excessive Chinese power.

The journalist Evan Osnos puts it well: “Thirty
years after China embarked on its fitful embrace of
the free market, it has no single unifying doctrine—
no ‘central melody’—and there is nothing predes-
tined about what kind of country it is becoming.”#2
China’s conception of itself, the norms it reflects,
and the ideas that fuel its strategy are all in flux.
Xi’s autocratic rule might have concealed these
tensions, making China seem more unified in
its self-conception than is actually the case. But
the tensions are real, as is the potential for China
to move in starkly different directions in a post-
Xi era.

Yet the six lenses we detailed do have some over-
arching implications. China embodies a tough and
sometimes confrontational blend of great-power
instincts, a potent sense of civilizational superi-
ority, and Marxist ideological certainties. This
heady mixture might already be producing dan-
gerous levels of overconfidence from Chinese
leaders who are convinced of China’s historical
destinies and its rivals’ burgeoning weaknesses.
Yet the same identities generate as much fear as
confidence: Elements of all six lenses feed a sense
of paranoia and siege mentality that would make
excessive confrontation with China potentially as
dangerous as appeasement.
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We also see in these identities elements that make
China different from the Soviet Union and intro-
duce qualifications to the threat that China poses.
These elements include a willingness to oper-
ate over very long time periods, a deep integra-
tion into world markets and a resulting national
interest in global stability, an absence of any per-
ceived need to convert other governments to its

own model, and multiple sources of domestic and
global power other than ideological and military
adventurism. Chinese leaders also crave legiti-
macy (as we learned that even Joseph Stalin did in
the Cold War%s): China’s civilizational narrative
describes a respected and sincere country, and its
Marxist-Leninist appeal to the developing world
requires an image as a responsible nation.
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These contrasting lenses also emphasize the impor-
tance, again, of one of our central themes: Both the
United States and China are immensely powerful
and ambitious states that have reached a crossroads
withtheir prevailing models of national success. Key
assumptions behind one or both models—such as
largely unfettered globalization, cheap credit, and
the ability to export without constraint—are under
pressure. Both countries suffer from some version
of the same malady: a degree of social disaffection
and alienation, especially among the young, that
expresses in forms as varied as loss of career ambi-
tions, collapse of faith in social institutions, and
mental illness. Evan Osnos explained after a visit
to China in 2023 that the two words he heard most
frequently to describe people’s mood were “bewil-
dered” and “frustrated.”** One could say much
the same about the United States today, the differ-
ence being that U.S. popular grievances express
themselves in political outcomes more readily
than China’s.

Each rival will maintain immense power almost
regardless of the degree of social grievance and
distrust poisoning their national psyches. But if
the foundational goal for both the United States
and China is to serve the needs of their people,
how well and urgently each country responds to
the difficulties of their respective social crises
will ultimately play a critical role in determin-
ing the competition’s outcomes. This is not
merely a contest grounded in the assembly of
immense national power—military, manufactur-
ing, or otherwise. It is a race to see which coun-
try best navigates the social upheavals of the early
21st century.



CHAPTER 5

What Does China Want?

In 1950, NSC-68 offered a stark hypothesis about
the nature of Soviet power. “The Soviet Union,”
the authors wrote, is “unlike previous aspirants
to hegemony . . . and seeks to impose its abso-
lute authority over the rest of the world.” This
urge demanded “the complete subversion or forc-
ible destruction of the machinery of government
and structure of society in the countries of the
non-Soviet world and heir replacement by an appa-
ratus and structure subservient to and controlled
from the Kremlin.”s This put the United States
directly in the crosshairs of Soviet strategy. The
authors said that, according to the Soviet Union, the
United States’ “integrity and vitality must be sub-
verted or destroyed” in order for the Soviet Union
to achieve its goals."s “No other value system,” the
authors of NSC-68 concluded starkly, “is so wholly
irreconcilable with ours, so implacable in its pur-
pose to destroy ours, so capable of turning to its
own uses the most dangerous and divisive trends
in our society.”#

The authors of NSC-68 acknowledged limits to
its stark portrait when they suggested that the
United States—if it displayed sufficient strength
and conviction—could, in fact, convince the
Soviet Union to coexist with the democratic
world."“s But whatever the validity of this vision
of the Cold War, a similar conception of Chinese
ambitions—as a fanatically ideological state deter-
mined to substitute its governing system for other
political-economic systems and to “subvert or
destroy” other leading societies—does not fit the
evidence. China’s legitimacy does not demand the
destruction of freedom elsewhere. It does not seek
to directly control the entire world by overturning
other governments. Some of China’s initiatives,
such as its industrial policy and security postures
in Asia, are based in a degree of zero-sum think-
ing about competitive outcomes; however, more
broadly, there is much in China’s strategy and
behavior that suggests that its leaders recognize
a need to coexist with other major power centers.
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Most observers agree that China has little interest
in a massive global military footprint or anything
like formal imperial control over others imposed
by People’s Liberation Army (PLA) troops. Chi-
na’s most essential objectives focus on promoting
national development and meeting the needs of its
people (at least as the CCP defines those needs) and
other self-defined objectives.

At the same time, it is important not to underesti-
mate China’s goals—especially under Xi and partic-
ularly as its rising power and influence feed a sense
of entitlement and confidence. It is a reasonable
inference from official and unofficial Chinese writ-
ings that “China’s international strategy aims to
establish the country’s primacy in the Asia-Pacific
region. It also seeks to establish Chinese leadership
of the international order.”“* This trajectory would
lead to a situation in which “China will have sur-
passed the United States to become the paramount
world power,” having the effect of “discrediting
or weakening the appeal of the United States as
an alternative” and leaving the United States as “a
powerful, but clearly inferior, nation” that hesitates
to oppose China on its vital interests.'s°

Much here remains to be defined, such as what
“leadership” means and what measures of para-
mount power China would seek. These answers
will emerge in a contestation with the targets of
Chinese power, and there is a significant difference
between a great power’s self-defined objectives
and the outcomes it can feasibly attain. But as we

noted in Chapter 4, many aspects of China’s stra-
tegic identity do promote a strongly China-centric,
hierarchical view of international politics, one that
readily supports a vision of China as the natural
preeminent power in world politics. China might
not be the ideologically adventuristic regime that
the Soviet Union was, but it possesses a far more
energetic and adaptive socioeconomic system, and
it craves control that threatens the sovereign auton-
omy of those who challenge its preferences.

Understanding China’s goals is complicated by the
fact that Beijing couches its objectives in vague
and frustratingly open-ended formulations that
leave much to the imagination (for outside ana-
lysts and for Chinese officials).’s' China’s ambi-
tions remain a work in progress rather than a
settled grand design;'=2 there is an organic, impro-
visational aspect to Chinese strategy. The most
deeply informed observers disagree about what
China covets, both within the Indo-Pacific and
beyond it. Some of those competing voices come
from former U.S. senior officials and intelligence
analysts, suggesting that even classified informa-
tion does not resolve the arguments.

Despite these challenges, the United States’ strat-
egy must rest on its rival’s likely goals. What is
equally important for the United States is the need
to sense what China is willing to do to pursue those
goals: What risks will it run, how aggressive is it
prepared to be, and what tools is it ready to use?
These questions are the focus of this chapter.'ss
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Defining China’s Goals: Broad
Categories

The CCP’s goals begin with core domestic objec-
tives: to preserve domestic stability and harmony
and to guarantee CCP control over society. These
aims are grounded in China’s modern (and ancient)
history, which has been peppered with uprisings,
dynastic conflicts, invasions, civil wars, and other
forms of large-scale domestic unrest. Avoiding
such outcomes at home is the highest priority of
those practicing Chinese statecraft.!s* In particular,
Xi’s leading obsession (from an internal standpoint)
has been to reestablish the position of the CCP in
the Chinese government, which he saw as having
eroded dangerously during the tenure of China’s
previous two leaders.

The precedence of domestic stability and control
establishes an important constraint on belligerent
and disruptive actions that might lead to instability.
This rule might not always hold, and a future CCP
regime could become confident enough in its own
domestic surveillance and enforcement capabili-
ties that these fears would subside. But the basis
of everything for the CCP—and indeed for any Chi-
nese regime—rides on domestic stability.ss

Beyond domestic control, the CCP’s guiding objec-
tive has been national development, or national
“rejuvenation,” which has often been broadly con-
ceptualized as realizing the “China dream.”'s* The
regime has defined several milestones along this
road. The CCP stated that, by 2021 (the 100th anni-
versary of the CCP), it would “build a moderately
prosperous society,” which was essentially a deter-
mination to end widespread poverty. Xi added a
goal for 2035: to “basically achieve socialist mod-
ernization” and become a fully modern country
across aspects of society, the economy, and govern-
ment. The ultimate development goal is for 2049,
the 100th anniversary of modern China, by which
time the CCP intends to “build a modern socialist
country that is prosperous, strong, democratic, cul-
turally advanced, harmonious (and beautiful).”s”

These are broad injunctions, but China’s five-year
plans and other planning and strategy efforts trans-
late the goals into hundreds of specific near-term
objectives, all designed to contribute to the eco-
nomic, technological, and military development
of China.

Those domestic goals exist alongside a broader
ambition that has profound geopolitical echoes:
to restore the rightful place of Chinese power after
the much-discussed “century of humiliation.”ss
The CCP has embarked on a comprehensive effort
to recapture what it sees as China’s appropriate
position toward the top of global hierarchies of
power. What this means, precisely—that is, what
degree and kind of power China requires to meet
these goals—remains hotly contested in China and
abroad. But there is no question that it demands a
more dominant Chinese position globally.!»

Importantly, this vision of China’s leading posi-
tion is about economics, science, technology, and
international networks more than it is about mil-
itary power. Official statements, strategy docu-
ments, and other evidence make it clear that Chi-
na’s conception of national power is grounded in
its nonmilitary potential.'®® China aims to become
the world’s dominant manufacturing and trading
power, science and technology power, and hub
of critical exchange networks. Although Chinese
statements and expert analysis recognize the
potential for major war with rivals, the clear pref-
erence is to avoid conflict and achieve Beijing’s
goals through nonmilitary influence.

The sections that follow examine China’s inter-
national ambitions in more specific terms. We
first review China’s broadest goal of reshaping
the international order to protect and advance its
interests. We then catalog a series of more discrete
goals, which together represent a widely agreed-on
agenda for China’s strategy. We conclude the chap-
ter with some thoughts about making sense of that
agenda and through doing so better understanding
the nature of the China challenge.
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Beijing’s Intent to Shape the
International Order

In the broadest (and to some degree most elabo-
rate) sense, Chinese leaders aim to reestablish the
country’s position at the apex of world politics,
at least in terms of general position, respect, and
overall influence. They seek to “reclaim their coun-
try’s centrality on the global stage,” believing that
“the last two centuries in which China was not the
dominant global economy were an historical aber-
ration.” The urgency of this objective is based on
the sense that China’s time has come: The United
States and the West are in decline, and the moment
has arrived to stop “hiding and biding” and be more
direct in the pursuit of these goals."> The 2026 U.S.
Intelligence Community Threat Assessment puts it
as follows:

President Xi and his government aim to achieve
“the great rejuvenation of the Chinese nation”
by 2049. China will seek to increase its power
and influence to shape its region and world
events; create an environment favorable to Chi-
nese interests; overcome perceived contain-
ment efforts by the U.S.; secure its freedom of
movement at sea; reduce U.S. military presence
and operations on its periphery; and fend off
challenges to its reputation, legitimacy, and
capabilities at home and abroad.'s

The envisioned future in which China is at the
center of power is reflected in multiple Chinese
foreign policy concepts, notably the “community
of common destiny for all mankind,” a “new type
of great-power relations,” and the Chinese Civili-
zation Initiative (see Table 5.1). These initiatives
reflect China’s desire for a greater role and voice in
shaping international politics, but it is not clear how
much actual control China wants or seeks. Beijing
wants to shape narratives and outcomes in world
politics to its advantage, but it might not be espe-
cially interested in the burdens of consistent lead-
ership on many global issues. The initiatives are
a low-cost way for China to draw other countries
into its orbit and appear to be a leader; however, the
substance—and price tag—of China’s involvement
remains relatively modest.

In the process, Chinese leaders hope to reorient
the international system in ways that reduce con-
straints on Chinese statecraft. Beijing does not
crave classic forms of imperial control over other
countries. It desires, instead, the freedom to take
unilateral action to promote its interests as it sees
fit and an international system that is compliant
enough to stay out of its way."** In some cases—as
in the right to bully and coerce others in territorial
disputes—these actions directly contradict the rules
of the postwar system that the United States has
sponsored and defended. In such disputed territo-
ries, the U.S.-China competition represents irrec-
oncilable conflicts.

In a wider sense, some analysts see China’s effort
as designed to take a very specific form: to reestab-
lish an ancient form of a hierarchical and coer-
cive relationship with countries in the region (and
possibly beyond) that has been described as the
“tributary system.” In this structure, China’s rela-
tionships with surrounding countries would reflect
Chinese cultural superiority and require displays
of obeisance and subjugation, as well as payments
of tribute, in exchange for good treatment. Some
scholars even display admiration for the peri-
ods allegedly characterized by this system, sug-
gesting that the relationship’s historical variants
produced a peaceful Asia by embodying a form
of quasi-voluntary cultural domination that took
the place of more-violent military conquests.!s
However, many scholars argue that nothing like
a formal tribute system ever existed. Chinese
empires did not describe their diplomacy in these
terms, as some scholars point out. Many dynasties
waged numerous wars, contradicting the image of
a system that traded interstate war for a peaceful,
if unequal, hegemony. '

More broadly, observers debate the degree to which
the current Chinese leadership seeks hegemony or
predominance globally—specifically, to displace
the United States as the undisputed leader of the
international system.'”” Many experts suggest that
this is precisely what China wants. Others take
solace from Chinese public statements that dis-
claim any ambition to global leadership.'ss
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Table 5.1. China’s Global Initiatives

Initiative and Date(s)

Concept and Focus

Community of Shared
Destiny (or Future)
for Mankind

(2007)

This is a concept and phrase the CCP has used to describe its intended revision of the
international order. It is accompanied with rhetoric about China’s peaceful intentions, but

the practical content of the concept is unclear. Official speeches have indicated several
leading elements: an emphasis on the UN as a global convening authority, an endorsement of
national sovereignty, and a call for the “democratization” of international politics, essentially
implying a reduction of U.S. unipolar influence.

Belt and Road Initiative

This initiative was more of a practical development program than a conceptual initiative, but

(September— it contains elements of systemic ideas. This massive infrastructure initiative aims to connect

October 2013) Asia, Europe, Africa, and beyond through physical infrastructure projects, including roads,
railways, ports, and energy pipelines. It addresses regional connectivity, trade facilitation,
and economic integration, and it has become China’s flagship foreign policy program.

Regional This partnership is a free-trade zone of 15 countries, most of which are Association of

Comprehensive
Economic Partnership
(February 2022)

Southeast Asian Nations members but also including Australia and New Zealand, which—
when including China’s size—counts as the world’s largest trading bloc by GDP and
population.

Global Development
Initiative
(September 2021)

This initiative aims to accelerate the implementation of the UN’s 2030 Agenda for
Sustainable Development, which emphasizes six core principles: development as a priority,
a people-centered approach, benefits for all, innovation-driven development, harmony
between humanity and nature, and results-oriented actions. The initiative covers poverty
reduction, clean-energy access, inequality reduction, and mobilization of development
resources.

Global Security
Initiative
(April 2022)

This initiative promotes “common, comprehensive, cooperative and sustainable security”
with six commitments, including respecting sovereignty and territorial integrity, abiding by
UN charter principles, addressing all countries’ security concerns, and peacefully resolving
disputes. It seeks to (1) reframe security debates in ways favorable to China, (2) propose
alternative security norms (e.g., noninterference, respecting all states’ security concerns),

A A o a a A a
and (3) build China’s role in global security cooperation.

Global Civilization
Initiative
(March 2023)

This initiative emphasizes respect for the diversity of civilizations, common values of
humanity (peace, development, equity, justice, democracy, and freedom), cultural exchanges,
and mutual learning. It emphasizes that countries should not impose their values on others
and should respect each state’s sovereignty and path to modernization.

Global Governance
Initiative
(September 2025)

This initiative is intended to integrate and extend the prior initiatives into a broader
China-led governance framework. The initiative proposes reforming global governance
through five principles: sovereign equality, international rule of law, true multilateralism, a
people-centered approach, and concrete actions. It aims to increase the representation of
the Global South, address governance deficits, and create a “more just and equitable global
governance system.”

Issue-specific
initiatives
(2015-2025)

China has announced a raft of conceptual and institutional initiatives to enhance its influence
in the international system. These include the following:

« Health Silk Road (2017)

- Polar Silk Road (2018)

+ Global Data Security Initiative (2020)
« Global Al Governance Initiative (2023)

+ New Development Bank (2014)

+ Space Silk Road (2014)

- Global Energy Interconnection (2015)

+ Digital Silk Road (2015)

+ Asian Infrastructure Investment Bank (2016)

International forums
for dialogue
and policy

Beijing has been constructing a growing set of international organizations, forums, and
conferences designed to offer convening power and influence on global narratives.
These now include the following:

.

+ Shanghai Cooperation Organization

+ Various “Groups of Friends” (e.g., Global
Security Initiative, Charter of the UN)

« China-Central and Eastern European
Countries Cooperation

+ Forum on China-Africa Cooperation

+ Boao Forum for Asia

International Organization for Mediation
Lancang-Mekong Cooperation
China-Arab States Cooperation Forum
China-CELAC (Community of Latin
American and Caribbean States) Forum
BRICS (Brazil, Russia, India, China, and
South Africa) Summit Process

.

a Ministry of Foreign Affairs of the People’s Republic of China, “The Global Security Initiative Concept Paper.”
Ministry of Foreign Affairs of the People’s Republic of China, “Concept Paper on the Global Governance Initiative.”
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One middle-ground view would be that China does
intend to surpass the United States—but China nei-
ther intends to replace every aspect of U.S. global
power or posture nor expects a world in which it
has surpassed U.S. power so completely that it no
longer has to deal with the United States as any
kind of peer.

The CCP has typically not sought to export or pro-
mote the “China model” as one that could be easily
applied to other contexts—but under Xi, China has
begun to shift this approach. In a 2023 speech,
Xi told senior officials, “We neither intend to nor
have plans to export Chinese modernization of the
‘China model.””'®> But he went on to say that “Chi-
nese modernization has set an example for many
developing countries to pursue modernization with
independence and autonomy, and it will inevitably
serve as a reference for some of them.”” The con-
tent of China’s foreign policy initiatives shows that

Xi’s China increasingly sees itself as an example.™
That policy remains a far cry, however, from active
subversion to destabilize other governments and
substitute them with communist regimes.

One aspect of these tendencies has become more
evident—and concerning: China’s growing empha-
sis on exporting tools of social control, ranging
from facial recognition and closed-circuit televi-
sion systems, to “Big Data” assessments and law
enforcement training, to the harassment of ethnic
Chinese abroad.” These relationships are gener-
ally demand-driven, and China is encouraging the
supply rather than making a wide-ranging effort to
change governing systems around the world. But
China does have an integrated, systematic effort to
deepen relations with others, especially with many
developing countries—a process in which sharing
surveillance technology and security training can
play a major role.
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China’s Ambitions: Getting
Specific

Many observers have noted that China’s foreign
policy concepts are frustratingly elusive and leave
substantial uncertainty in attributing Chinese
behavior to specific intentions. Yet agreeing on
the meaning of some more discrete goals might be
possible. The following objectives make up some-
thing close to a consensus among a wide variety
of China experts (but even with these issues, Chi-
na’s ambitions remain broad and flexible and leave
significant room for interpretation). In this view,
China seeks to accomplish the following.

Become the world’s dominant economic, manufac-
turing, and technological power. This is, in some
ways, the foundation for all the other objectives.
One desirable side effect of this broad goal for Bei-
jing is that such a position will make it difficult—if
not impossible—for other countries to contest Bei-
jing’s demands on China’s leading interests. What
this goal looks like in practice remains unclear in
terms of the level of power Beijing aims to gain over
others through these domains. But such strategies
as Made in China 2025 spell out clear industries and
domains that are the target of this ambition, and
China’s tactics in achieving preeminence in such
sectors as solar energy, EVs, and batteries speak
to the sorts of outcomes it desires.

Achieve a clearly predominant positionin Asia. Chi-
nese leaders seek to reestablish a situation they
believe to be the historical norm and China’s nat-
ural destiny: to be the principal power in Asia. Yet
this goal is as vague as it is widely agreed on. It
is not clear what regional predominance actually
looks like or just how much control over others’
decisionmaking Beijing would need to see to have
achieved it. As an element of China’s general sense
of hierarchical superiority, Beijing does appear to
seek some degree of deference from regional states
of a formal hierarchy with China on top."

Diminish therole of the United States in Asia, espe-
cially in security terms but also more broadly, in
an “Asia for Asians” vision with China at its apex.
In its more ambitious versions, this goal would
include abrogating U.S. regional alliances and
pushing most U.S. Navy operations out of the West-
ern Pacific.

Establish clear military superiority on China’s
periphery and eventually out into the Pacific. This
goal can be seen as offensive or defensive. In the
latter sense, China aims to protect itself with
a buffer zone of military predominance, one in
which the United States and other countries will
be hard-pressed to operate. Establishing such local
superiority can then help the regime achieve one
of its most important military goals: creating a
“counter-intervention” capability to neuter U.S.
responses to operations around Taiwan. In the
long term, this goal could mutate into the devel-
opment of more-threatening guises. China could
use dominance in its periphery as a foundation for
more-distant, militarized power projection. But
there is little evidence that Chinese officials are
anxious to lay the groundwork for military adven-
turism against major countries.

Resolve territorial disputes in its favor. China has
several outstanding territorial disputes, most nota-
bly over Taiwan but including several bilateral dis-
putes in the South China Sea and one with Japan
over the Senkaku Islands (which is the Japanese
name; the Chinese name is the Daioyu Islands).
Chinese officials have, at various times, defined
both the South China Sea and the East China Sea
disputes as “core interests,” only for others to issue
statements that backtrack from those pronounce-
ments.” Beijing has rejected the idea of negotia-
tions over these high-priority disputes and seeks
to resolve them on its own terms.

Gain control over political action and speech in other
countries. One of the CCP’s most troubling objec-
tives is to dictate other countries’ domestic policies
onissues of concern to China. Some leading exam-
ples are China’s campaigns to ensure that U.S. films
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depict China in a positive light and do not touch
on any sensitive issues, silence pro-Taiwan move-
ments abroad, force U.S. technology companies
to censor online speech that contradicts the CCP’s
claims, and demand that U.S.- or Europe-based
clothing firms disavow promised bans on using
cotton from Xinjiang (home to the repressed ethnic
Uyghur minority group'”). Chinese agencies have
harassed foreign academics who have focused on
China’s human rights practices.'”

One of the most telling examples of what these
demands for other societies’ control might look
like appeared in a Chinese diplomatic communi-
cation called the “Fourteen Grievances.” This was
a list of actions by the Australian government that
were offensive to Beijing—delivered with the strong
implicit demand that Australia cease those behav-
iors. The list of complaints, which was deliber-
ately leaked by the Chinese embassy in Canberra
in November 2020, included Australia blocking
Chinese investment projects and banning Huawei
and ZTE on national security grounds; enacting
new foreign interference legislation; calling for an
independent inquiry into the origins of COVID-19;
“interfering” in affairs related to Xinjiang, Hong
Kong, and Taiwan; complaining at the UN about
China’s claims in the South China Sea; funding an
unnamed “anti-China think tank” (a clear reference
to the Australian Strategic Policy Institute in Can-
berra); accusing China of cyberattacks; allowing
“antagonistic” media reports about China; criti-
cizing the CCP (by Australian members of parlia-
ment); and tolerating racist attacks against Chinese
people.™

This particular set of demands is representative of
the degree of influence Beijing increasingly pur-
sues over others, and it is based on a presumption
that the world needs to defer to China’s demands
on issues of great import to Beijing.’s® As part of
this drive, Beijing seeks to control the activities of
Chinese citizens abroad and even Chinese ethnic
populations in other countries. It views all ethnic
Chinese as part of a unified global Chinese family
and routinely intervenes to deny free speech and
association rights to Chinese students and workers
abroad.

Making Sense of China’s Goals

Our review of the literature on China’s global
ambitions leads us to three broad conclusions—
two bracing and one slightly reassuring. First,
CCP leaders appear to envision a future in which
China is the world’s preeminent power—whatever
that means. The official government language
of Xi’s tenure combined with long-standing Chi-
nese self-conceptions strongly suggest an intent
to establish China as the leading country in inter-
national politics without necessarily supplanting
every aspect of U.S. power or even superseding
the United States as a peer competitor. China’s new
position would be grounded in economic, scien-
tific, and technological power but have important
military, informational, and cultural dimensions.

Second, in pursuing that aim, China is already dis-
playing a powerful tendency that reflects the spirit
of a tribute system, even if the historical reality
of such a structure remains disputed. CCP lead-
ers increasingly expect hierarchical predominance
and a significant degree of deference from other
countries in their region and, increasingly, beyond
it.’®2 This impulse includes an intent to reach into
other societies to ensure favorable outcomes. Chi-
nese officials approach this agenda with a powerful
sense of civilizational superiority and ideological
certainty, apparently intent to create an expectation
that, on especially important issues, deferring to
China is the natural order of things.s3

Yet a third conclusion is that, at least for now,
there remain important constraints on what Bei-
jing is trying to achieve and how aggressively it
is willing to pursue its goals, at least compared
with historical examples of militarized revision-
ism. Beijing remains allergic to the idea of being
called on for reliable and consistent leadership on
many international issues, from maritime security
to climate to the resolution of regional conflicts. In
that sense, Beijing is not ready—and some doubt if
it ever will be—to fully adopt the U.S. role of pro-
viding global public goods.'s* Nor is there much
evidence that China demands, or even has much
sympathy for, the idea of large-scale territorial
aggrandizement. China clearly desires a sphere
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of influence. It wants specific territorial disputes
resolved in its favor. But looking out to 2035 and
even beyond, there is scant reason to think that
Beijing will contemplate invasions of Luzon in the
Philippines; Okinawa, Japan; northern Australia;
Vietnam; India; or other nearby countries. It wants
submissiveness, not an empire.ss The goal would
be a form of “partial hegemony,”s¢ although Chi-
nese sources do not offer precise clarification of
what that actually means, and in practice its details
would have to be worked out in a complex and dif-
ficult give-and-take with other countries.

Chinese leaders also appear to believe that nonmili-
tary and, where possible, nonaggressive approaches
to getting what they want are more effective and
sustainable than direct military action. China’s
strategy does not seek the overturning of other gov-
ernments; it aims to have a veto power over issues
of special importance to China’s interests, but oth-
erwise, it seeks limited direct control over other

societies. Beijing has also developed very effective
positive tools to achieve its objectives: It has many
incentives to offer, both to countries as a whole
and to specific foreign leaders, officials, journal-
ists, and businesspeople: investments, cheap and
effective technology networks, trade concessions,
infrastructure projects, all-expense-paid junkets to
China, and much more. Increasingly, the language
of Xi’s global initiatives suggests that Beijing is
aiming to offer itself as the solution to countries’
problems at a time of global turbulence.

China’s theory of success is neither grounded first
and foremost in military adventurism nor one
based on a willingness to be an unambiguously
rogue actor in the manner of an Iran or Russia. Chi-
nese officials appear to seek predominant power of
so many flavors that other countries will have no
choice but to submit when Beijing demands it. This
would be a unique theory of success for modern
great powers, one that is more coercive, intrusive,
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politically subversive and revolutionary than the
early Soviet Union; and lacking the military adven-
turism of 1930s Japan, Italy, or Germany.

One piece of evidence for Beijing’s restraint and
understanding that good relations with others
are essential to its long-term goals is the fact
that—although it retains several notable territo-
rial disputes—in the modern era, Beijing actually
resolved the majority of those disputes through
compromise and negotiation. In some cases, China
has surrendered more than 90 percent of the land it
claimed to Nepal, Burma, Mongolia, North Korea,
Afghanistan, Pakistan, Laos, Kazakhstan, Kyr-
gyzstan, Tajikistan, and Vietnam. Modern China
is more than 3 million square kilometers smaller
than the Qing dynasty at its peak, but China has
no aggressive revisionist claim to the rest of that
historical territory.ss

It is useful to conceive of any great power’s goals
as a combination of what it would like, in an ideal
world, and what it is willing to pay a major price to
obtain. As it pursues its goals—and despite its bur-
geoning economic and military strength—China,
like all great powers, has to respect the difference
between those two things and balance competing
priorities. As the strategy expert Richard Rumelt
explains,

The idea that a person or organization has
one or two primary driving goals is simply not
true. . . . The reality is that most people and
organizations have a “bundle of ambitions.”
That is, they have multiple intentions, visions
of the future, and things they would like to
see or achieve. Some things in this “bundle’”
conflict with one another—not all can be
achieved together.®

This notion is very relevant to today’s China: It has
abundle of ambitions, many of which are in tension
with one another. It can only be so aggressive, for
example, while earning global support for its role
as the world’s leading nation.

Aspiring to achieve an ambitious list of objec-
tives is different from achieving them. Too often,
analyses of the U.S.-China rivalry list China’s
ambitions as if success were inevitable. History
suggests otherwise: Great powers rarely achieve
sweeping aims that threaten others’ interests. More
often, the great power meets resistance, limits, and
disappointment.

One way to think of China’s behavior, then, is as a
menu of priorities, which China consults and bal-
ances when making any specific decision. When
approaching a specific policy issue, Chinese lead-
ers assess their position relative to their priorities,
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how the issue will affect them, and which issues
need to take precedence for a specific decision.

Perhaps the single most important variable compli-
cating China’s pursuit of its most elaborate goals
lies in the reactions of other countries. Will third
parties—notably Europe, Japan, India, and South
Korea (but more broadly as well)—accept rising Chi-
nese coercion, demands, and trade dependency?
Will they stand up to China’s bullying and efforts
to meddle in their internal politics? Will they con-
tinue to prioritize good economic relations over
balancing?

During Xi’s tenure, China has taken dozens of
actions seemingly calculated to alienate others,
spur resentment and fear of China’s power, and
generate practical balancing against China’s influ-
ence and demands.”® Edward Luttwak has argued
that this emerging pattern reflects the “paradoxi-
cal logic of strategy,” which “mandates growing
resistance to growing power.” Luttwak argues
that China is an especially unselfconscious and
narcissistic great power, one with a congeni-
tal “insensitivity to foreign sensitivities” that he
terms “great-state autism.” A continuing drive to
new heights of power, especially if conducted with
growing belligerence, would “ensure that instead

of accumulating more power, [China] will remain
with less as resistance mounts.”*' China has stud-
ied historical examples of power overreach and
seems to understand this. Yet its burgeoning power,
civilizational hubris, and autocratic instincts have
undermined its ability to act on this recognition.

China desires dominant power in Asia but also to
be seen as a benevolent and natural leader. It is
determined to push other contenders out of its ter-
ritorial claims but also ease fears to help create the
conditions for the departure of U.S. forces from the
region. It seeks to dominate global manufacturing
and digital networks but also sustain stable trade
relations with other countries. A significant com-
ponent of Chinese strategy and behavior involves
an ongoing effort to rationalize the obvious ten-
sions among these goals. Those strains will only
intensify as and when Beijing’s behavior becomes
even more aggressive and its ambitions more
extreme. This is arguably the central dilemma
facing Chinese statecraft: China cannot achieve
its major goals without degrees of belligerent and
coercive statecraft that will generate decisive push-
back against its ambitions.

The real story of China’s next decade lies not
merely in what it wants but in what other countries
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are willing to tolerate and, in the complex process
of power grabs and balancing responses, how Chi-
nese leaders prioritize competing goals, navigate
trade-offs, and calibrate risk. A China more will-
ing to get tough to achieve its goals will generate
increasingly angry and forceful responses. China
can, arguably, either push to achieve maximalist
objectives in many domains or sustain good rela-
tions with countries that are necessary to the many
economic, political, and cultural components of
China’s global vision. It cannot do both.

The task for U.S. strategy, then, is twofold: name
the issues and places where Chinese dominance
cannot be accepted, and marshal the resistance
generated by China’s aggressive behaviors against
those specific ambitions. The expansiveness of Chi-
na’s ambitions is concerning, but it is also a major
support to U.S. strategy. History has been unkind
to powers bent on controlling others’ destinies.



CHAPTER 6

I\ |

A Framework for
Understanding the

Competition:

Seven Issue Areas

One of our leading purposes in this phase of our
study is to map the contours of the U.S.-China rela-
tionship. What are the primary sources of national
power and competitive advantage? In the struggle
for geopolitical influence, which forms of power
are most decisive? A framework could provide
guidance for developing strategies and investments
to compete across the relationship’s main elements.

To create such a framework, we undertook several
lines of analysis. We reviewed the elements of and
literature on contrasting U.S. and Chinese frame-
works of national capability: the U.S. diplomatic,

informational, military, economic, financial, intel-
ligence, and law enforcement concept and China’s
idea of comprehensive national power (of which
there are several competing versions). We exam-
ined relevant RAND work on the U.S.-China rela-
tionship and on the societal foundations of national
competitiveness. We reviewed other literature on
broad national power, including leading indexes of
power. (These sources are cited elsewhere in this
report and are included in the list of references.)
From these sources, we derived an initial set of
about a dozen critical domains of the relationship
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and its competitive aspects—that is, the main fields
on which the contest will be played out.

We then subjected that list to several months of
assessment and critique: first among ourselves,
then in cooperation with a group of senior RAND
analysts, and finally with the support of an outside
group of China scholars.

From this continuing assessment and dialogue, we
honed the list of core issue areas down to seven
and added two crosscutting analytical efforts—one
focused on a systems analysis of the relationship
and the other on aspects of society and governance.
Figure 6.1 depicts these issue areas and the prior-
ity topics that we have identified within each area.
As depicted in the figure, two of the issue areas—
domestic economics and science and technology—
stand above the others as foundational domains of
the competition. The other five issue areas repre-
sent critical supporting domains.

All these issue areas are expansive and complex
topics. To focus our efforts, we began with a
wide-ranging survey of the areas with two main
purposes. We sought to understand all the major
elements of the issue area and, from those ele-
ments, identify three or four high-priority topics
for investigation. Using those priorities, we sug-
gested critical research questions to ask of each
area.

In the sections that follow, we describe the key
aspects of each issue area. We first define the
issue, then offer a short background on its role and
importance in the competition. We then describe
the priority sub-issues we investigated. The result
is a comprehensive map of the most-essential areas
of the U.S.-China competition—a map that can
eventually support an integrated set of investment
priorities.
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Figure 6.1. Mapping the U.S.-China Competition: Issue Areas, Priority Topics,
and Crosscutting Themes

Foundational Issue Areas: Highest Priority

¢ Industrial productivity and agility
Domestic e Stable consumption
economics ¢ Fiscal solvency and debt management

¢ Employment opportunities and inequality

National scientific * Novel scientific discoveries
and technological e General purpose technologies (GPTs)
innovation capacity * Diffusion of breakthrough ideas

Supporting Issue Areas

e Determining criteria for resource criticality

Resources and e Evaluating relative positions in lithium, liquified
materials propane, and neodymium and praseodymium

e Evaluating competing strategies for energy policy

Information e Amplifying narratives and weakening rival narratives
ideology, and e |egitimizing narratives and undermining credibility
culture e Fostering cultural affinity

e Multilateral diplomacy
Diplomacy e Military and security diplomacy
e [ssue-specific diplomacy

e Trade
International e FDI
economics e Use of coercive measures and sanctions

¢ Financial flows and institutions

The contest to dominate future warfare, including
Milit e Battlespace transparency
ilitar
v e Autonomy (human and machine)

e Closing kill chains

hd

Crosscutting themes that integrate issue areas:

Society and governance Network and systems dynamics
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Domestic Economics

We define the issue area of domestic economics

as the economic structures, institutions, systems,
policies, processes, transactions, and behaviors that
are conducted entirely within the sovereign borders
of a country. These core elements, which might be
wholly or partially owned and driven by public- or
private-sector actors, underly a country’s domestic
production, consumption, and trade.

Background

Economic rivalry is pivotal to understanding

the strategic dynamics between the two largest
economies in the world: the United States and China.
Many elements of domestic economic strategy

are not inherently competitive, but each country is
taking actions designed to boost its relative position.
Although trends favoring industrial policy and
renewed focus on select areas in the technology
sector (e.g., semiconductors and Al) have led to
growing convergence of their science and technology
standing, the two countries remain starkly divided in
their overall political and economic approaches to
stimulating productivity and innovation, encouraging
domestic consumption, managing debt and fiscal
solvency, and fostering market-based (versus
state-driven) solutions to allocate wealth and
employment opportunities.

The United States’ and China’s competing economic
visions shape how they leverage their regulatory tools
and fiscal and monetary policies in pursuit of achieving
asymmetric advantages in emerging markets and
technologies that are critical to the 21st-century service
and knowledge economies. For both countries, key
friction points are foreign imports that compete with

or crowd out their own domestic production. The
competition from these external sources introduces
vulnerability and potential instability in domestic
consumption (such as supply chain shocks that cannot
be readily absorbed), and external sources also
substitute for and discourage domestic production and
innovation.

For both the United States and China, encouraging
industrial productivity and stimulating innovation,
especially in high-tech sectors and advanced
manufacturing, will be critical in shaping which state
gains (and holds) an overall economic advantage.

If one country can achieve a decisive advantage

in those key sectors, the country could crowd out

or price out competitors and control the supply of
critical technologies and goods. Which approach

is more efficient and resilient over time remains an
unresolved and essential question to understanding
U.S. and Chinese competition through industrial
productivity and innovation. How these economies
will respond to structural challenges (e.g., rising
inequality, long-term unemployment) and how they
handle disruptive shocks (e.g., debt and banking
crises, employment shocks from new technologies)
together represent a decisive factor in

long-term competition.

Focus Areas

Using our definition of domestic economics, we
disaggregated this issue area into three core
components. These components are production and
innovation, consumption and debt, and trade and
inequality. Drawing on our initial literature review, we
identified a series of potential topics for follow-on
research. We further refined this list to a set of priority
focus areas using our common selection criteria.
This process culminated in the following four

priority areas:

e Industrial productivity and agility. This
focus area explores the relative advantages and
disadvantages of U.S. and Chinese industrial
policies in shaping investment and innovation in
critical technology and manufacturing sectors.

e Stable consumption. This focus area explores
the challenges and opportunities that the
United States and China face in sustaining
or encouraging consumption as a driver of
macroeconomic growth.

¢ Fiscal solvency and debt management. This focus
area explores how the two countries can address
growing fiscal challenges that threaten existing
social-welfare systems without sacrificing the
countries’ macroeconomic stability.

o Employment opportunities and income
inequality. This focus area explores how
the countries’ policy tools and instruments
can mitigate the disruptive effects of new
technologies (e.g., Al, automation) on jobs
and wages.
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National Scientific and Technological Innovation Capacity

We define national scientific and technological
innovation capacity as a country’s ability to produce
and diffuse scientific knowledge and technological
innovations.

Background

National scientific and technological innovation
capacity contains three major components: scientific
capacity, technological innovation capacity, and
diffusion capacity. Scientific capacity generates the
knowledge base from which discoveries emerge.
Technological innovation capacity converts these
discoveries into usable technologies. Diffusion
capacity determines the extent to which these
technologies are adopted and spread. Together, the
capacities shape whether scientific and technological
efforts translate into a durable national advantage.

National scientific and technological innovation
capacity can have a positive effect on other
dimensions of strategic competition. New technologies
can enhance a country’s ability to fight and deter
adversaries, collect intelligence, influence the
international economic system, and conduct
diplomacy.

The argument for national scientific and technological
innovation capacity being a driver of competition’s
other dimensions is perhaps most evident in its role

in promoting long-term economic growth, which is a
major determinant of geostrategic outcomes. There is
strong empirical evidence that scientific advancement
and technological innovation are critical drivers of
long-term economic growth. Endogenous growth
literature argues that investments in R&D generate
increasing returns to scale because the output—new
scientific or technical knowledge—is nonrivalrous and
partially excludable. Nonrivalry means that knowledge
can be used by multiple individuals or firms without
diminishing its availability, while partial excludability
allows innovators to capture some of the benefits

of their discoveries through intellectual property
protections. Because such knowledge also produces
spillovers to other firms and sectors, the social returns
to R&D often exceed its private returns, creating
positive externalities that amplify returns to R&D
investments over time.

Careful analysis of the state of play in the U.S.-China
technology competition reveals a consistent finding:
China is no longer merely an emerging scientific and
technological power—it is now a true peer to the United
States and leads the world in many critical scientific
and technological domains.

Focus Areas

Not all increments of scientific or technological
development have equal impact on national scientific
and technological innovation capacity. Some scientific
discoveries, such as the development of the clustered
regularly interspaced short palindromic repeats—
associated genome editing system (CRISPR-Cas),
have long-lasting and widespread downstream effects,
creating new fields or opening up new technological
possibilities. Some technological innovations create
wholly new economic sectors or have wide-ranging
impacts on many economic sectors. These benefits
are often disproportionally accrued by the country in
which the discovery is made because of first-mover
effects, de facto or de jure standardization, and
network effects. For this reason, we focus on a subset
of new scientific and technological advances shown

to exhibit these positive returns to scale and thus
contribute significantly to long-term strategic scientific
and technological advantage:

¢ Novel scientific discoveries. In our baseline
assessment, we describe the relative standing of
the United States’ and China’s national scientific
capacity. However, we are not only interested
in understanding status quo scientific capacity.
We also want to investigate which country is
positioned to be the global scientific leader in the
future. To this end, we consider each country’s
recent record in producing highly novel scientific
discoveries.

e GPTs. Because we are interested in which
country is poised to lead in the future, we also
direct our focus to GPTs—a class of technology
that plays an outsized role in driving economic
growth and technological innovation. Our
motivation for focusing on GPTs stems from two
of the technology’s closely related features: their
role in spawning new rounds of innovation and
their contribution to economic growth. GPTs
serve as enabling technologies, creating new
opportunities for profitable investments.

e Diffusion of breakthrough ideas. In addition
to assessing a country’s ability to produce
novel science or develop GPTs, understanding
how quickly and widely a country can diffuse
important new knowledge is critical to evaluating
scientific and technological leadership. The
final pillar of our framework, diffusion capacity,
captures this dimension. A country’s ability to
adopt, scale, and embed scientific advances—
both domestically and internationally—is a major
determinant of the country’s long-term strategic
advantage in innovation.
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Resources and Materials

Resources and materials are the primary products
used for intermediate consumption that are
critical for a country’s economy, national defense,
or civil functions. We define resources as the
power-generating primary products (i.e., energy)
derived from minerals or natural sources used for
the current economic reality, including extracted
fossil fuels (such as crude petroleum, oil shale,
natural gas, and coal), as well as renewable energy
(such as wind, hydroelectric, and solar power).
Materials refers to the primary products (or raw
materials) used as inputs in the manufacturing
process to produce the required machinery and
structures of the current economic reality. These
include nonfuel inputs, such as metal ores, timber,
and rare earth elements.

Background

In the context of strategic competition, resources
and materials are critical for the economy, national
defense, or civil functions. For the United States, this
issue area has mainly focused on critical minerals
(what has been defined in various ways) because of
China’s dominance in exporting rare earth elements
and the United States’ resulting dependence on
China for such exports to fulfill many of its most
critical manufacturing and defense needs. However,
resources—in the form of energy—also play a central
role in the competition for China because it seeks

to reduce its reliance on foreign energy and the
associated critical vulnerabilities that come with
such areliance.

These realities have directly shaped the nature of
U.S. and Chinese policymaking regarding the issue
area. Policymaking on critical minerals has figured
prominently in overall U.S. policy toward China, while
U.S. energy policy concerns rarely feature in China’s
energy policy because of China’s relative energy
independence and net exporter status. For China,
resources are viewed as a core component of its
overall national security policy, and a move toward
renewable energy to minimize dependence on foreign
energy sources is the main feature of Chinese energy
policies. At the same time, China leverages

its dominance of the global rare earth elements
market to exert influence in this and other issue
areas within the strategic competition.

Focus Areas

We identified the following three topics as
subcomponents for this issue area:

« Determining criteria for resource criticality.
This focus area involves identifying a
standardized set of criticality criteria and
applying them to select resources and materials.

e Evaluating relative positions in critical
materials. This area involves evaluating
competing U.S. and Chinese advantages and
vulnerabilities regarding critical materials,
relevant projected advantages and vulnerabilities
out to 2035, and strategic implications for
the broader competition.

e Evaluating competing strategies for energy
policy.
This area involves evaluating competing
U.S. and Chinese advantages and vulnerabilities
in energy policy and supply, projected
advantages and vulnerabilities out to 2035,
and strategic implications for the broader
competition.
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Information, Ideology, and Culture

Information, ideology, and culture contribute heavily
to shaping public discourses at the global and local
levels, setting political agendas, and perpetuating
or undermining norms and rules. Therefore, they are
key components of the United States’ and China’s
soft power. They represent a domain of competition
in which both countries are investing resources to
both advance their narratives and values and to
counter narratives and values perceived as hostile.
The effectiveness of these efforts in shaping public
opinion and perceptions, however, is often difficult
to assess.

Background

Information, ideology, and culture are largely
intangible assets that shape attitudes and values.
Information is the medium of narrative power,
ideology provides the interpretive lens for legitimacy,
and culture refers to the shared values through which
communities make sense of the world. All contribute
to shaping perceptions and attitudes.

The CCP sees information, ideology, and culture as a
front line of great-power rivalry and uses “discourse
power” (i5151Y) as a strategic lever to defend the
regime’s legitimacy at home and shape opinion
abroad. The CCP pursues an integrated strategy of
promoting its preferred narratives and values and
countering perceived threats to its authority.

The United States has long recognized the
importance of both promoting its narratives and
values and countering adversary narratives and
influence to safeguard its national interests. There is,
however, a lingering tension between the promotion
of specific discourses and upholding freedom of
speech. The level of institutional resources devoted
to information and promoting U.S. values has varied
over time.

The importance of information in competition and the
financial and institutional investments that the United
States and China have made in this domain have been
thoroughly documented. There is also substantial
literature on efforts by the United States and China to
limit the reach of the other’s media, including social
media, and to prevent the adoption of the other’s
communication technology and infrastructure. Less
is known about the success or failure of these efforts.
We also have an incomplete understanding of the
relative advantages and disadvantages of operating
in an environment of media control (i.e., China) versus
an environment in which media companies are
generally privately owned and free to determine the
content of their messages (i.e., the United States).

Focus Areas

We identify three principal components within the
information, ideology, and culture issue area: the
ability to promote a preferred narrative and values;
the ability to counter or control the diffusion of certain
narratives or values that are perceived as hostile
or destabilizing; and the ability to attract, which we
define as creating affinity, appeal, and benevolent
attitudes toward the state. A fourth, crosscutting
component is the ability to innovate, which
strengthens all other component parts. The three
focus areas are as follows:

« Amplifying narratives and reducing attention
to rival narratives. This focus areainvolves
elevating one’s preferred messages (especially
in locations where receptivity is high) while
diverting attention from adversarial narratives.

e Legitimizing narratives and undermining
credibility. This focus area involves getting
others to perceive one’s narrative as authentic
and trustworthy (and eroding those perceptions
for an opponent’s narrative). Because messages’
impact collapses without credibility, legitimacy is
a potential source of disproportionate advantage
with long-term lock-in effects.

¢ Fostering cultural affinity (e.g., people-to-
people exchanges, educational programs,
cultural outreach). This focus area involves
immersing foreign audiences in one’s culture
and language through exchanges, education,
and cultural content—that is, building familiarity,
networks, and positive sentiment that lead to
spillover effects with innovation capacity and
other domains.
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Diplomacy

We define diplomacy as a negotiation of power and
influence with another country or group of countries
that is intended to manage interstate relationships,
influence behavior, and achieve desired outcomes

in the initiating country’s national interest. For this
study, we will examine the formal and security-related
diplomatic tools and approaches that the United
States and China employ in the service of diplomatic
negotiation.

Background

Although the components that compose diplomatic
actions are similar for each country, the approach that
the United States and China each take with diplomacy
in the competition differs in many respects. The
differences are apparent in how each nation views the
role of diplomacy in the competition in three

key areas:

e The competition for leadership of the
international order. In this area, the United
States’ goal is to maintain the current
international system, and its leadership in it,
while China has made concerted efforts to
change the international order by providing
alternative frameworks, institutions, and norms.

e The competition for resources and strategic
partnerships. Diplomacy has also been a
feature of U.S. efforts to secure access to critical
resources and build strategic partnerships.
When it comes to diplomacy, the United States
views resource security as inseparable from
broader geopolitical competition with China,
particularly because the United States relies
on China to supply critical minerals. China
views resource and energy security as a key
component of political security and regime
stability. Much of China’s diplomatic engagement
is concentrated in the Global South, an areain
which the United States has used development
assistance as a critical diplomatic tool to bolster
strategic partnerships.

e The security competition. The United States
leverages security diplomacy not only to manage
bilateral tensions but also to counterbalance
China’s expanding global influence with its
alliances and partnerships. The United States
has done this by, for example, increasing its
participation in multilateral military exercises and
efforts to bolster overseas basing infrastructure
with allies. Although U.S. security diplomacy

tends to focus on formal alliances, China’s
security diplomacy is conceptualized as a
function of international security cooperation
and aimed at developing military partnerships
for access, which allows China to protect its
interests around the world.

Focus Areas

We have identified three focus areas that highlight
the United States’ and China’s use of diplomacy to
achieve objectives in diplomacy’s three key areas:

o Multilateral diplomacy. We define this focus
area as engagement with more than one other
country through participation in a forum,
institution, or bloc of nations. This diplomatic
theme examines how the United States and
China use the components of diplomacy to
participate in, shape, and develop international
institutions to gain competitive advantage
and engage in and build partnerships with
geographic blocs that the United States and
China each perceive as being important to the
competition.

e Military and security diplomacy. We define
this focus area as diplomatic actions to build
and maintain strategic military alliances and
partnerships. This diplomatic theme examines
the United States’ and China’s different use of
diplomatic military tools to build and maintain
military partnerships.

e Issue-specific diplomacy. This focus area
involves using case studies to examine how each
side has pursued diplomacy within the context of
a specific conflict or crisis. The case studies we
have chosen are the South China Sea territorial
disputes, the Russia-Ukraine conflict, and the
Israel-Gaza conflict.
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International Economics

We define international economics, in terms of

this competition, as the United States’ and China’s
relative influence in third markets via access and
relationship-building in pursuit of market share

and strategic influence. It also refers to the United
States’ and China’s efforts to prevent the other from
obtaining direct economic advantages or obtaining
dual-use technologies via international trade and
financial relationships.

Background

Since the turn of the 21st century, in a period

that began with China’s “Going Out” policy and
acceptance into the World Trade Organization,
China’s leaders have crafted deliberate approaches
to expanding Chinese companies’ global market
share in pursuit of economic growth and stability at
home, which is a core priority of the CCP. The United
States, in contrast, at first took a more hands-off
approach to managing international economic
competition. In the early 2000s, U.S. policymakers
believed that—although China pursued policies
antithetical to prevailing international economic
institutions and norms, from currency manipulation to
intellectual property theft and technology transfer—
China’s global economic ascension would itself
ensure that China would comply with the rules and
norms of the Western-designed and -led system.

Instead, efforts to integrate China into U.S.-led
institutions and norms faced increasing pushback
from Chinese policymakers who doubled down on
the state-led approach to international economics,
growing China’s global market share through such
flagship efforts as the Belt and Road Initiative. At the
same time, U.S. policymakers and the public alike
have become increasingly aware of the ways that
globalization has affected specific segments of U.S.
communities and the labor force, a phenomenon
popularly known as “the China shock.” As a result,
what has prevailed is the perception that the United
States is engaged in an international economic
competition with China—one that will determine the
prosperity and fate of both countries and that has
critical national security implications. Furthermore,
the United States and China have each come to see
the other as the most significant barrier to achieving
their own international economic goals. As awareness
of the centrality of international economics in
U.S.-China competition has grown (as have the
national security ramifications of these economic
policy choices), U.S. and Chinese officials have made
use of increasingly sophisticated tools of economic
statecraft in pursuit of winning the competition.

Focus Areas

We identified the following issue areas as
subcomponents of the competition in international
economics: global institutions and norms,

trade, investment, digital networks and global
standards-setting, development, international
financial networks, and sanctions. We applied our
common narrowing criteria to select the following
focus areas:

e Trade. China has used directed policy tools—
including a state-led industrial policy, global
infrastructure investment via the Belt and Road
Initiative, and an emphasis on digital trade
and standards-setting to become the world’s
largest exporter—in pursuit of a dual strategy of
global integration and self-reliance. In turn, U.S.
policymakers have also used a variety of policy
tools aimed at countering China’s global trade
advantages and boosting U.S. exports. Taken
together, these approaches are reshaping global
trade, which has significant implications for both
countries’ domestic economic growth, innovation
in science and technology, and competition for
global influence.

e FDI. The United States and China have deployed
FDI to different ends, and each approach has
different strengths—the Chinese approach is
state-led and directed, while the U.S. approach is
driven by the private sector.

e Use of coercive measures and sanctions. Both
the United States and China have made use of
economic statecraft’s tools, from tariffs to export
controls to sanctions. These measures have a
variety of stated policy objectives, but they also
carry second- and third-order effects that are
not well understood in terms of their effects on
competition, as well as on global norms and
supply chains.

e Financial flows and institutions. The dominance
of the U.S. dollar allows the United States to wield
influence in the global financial system.
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Military

The U.S.-China military competition refers to the

strategic and operational rivalry between the U.S.
armed forces and the PLA, specifically in preparing
for and potentially waging future conflicts. Success

in 21st-century conflict and military competition

will be dictated by how these militaries respond to

the increasing complexity and speed of
information-age warfare.

Background

Military competition is a critical facet of the broader
strategic rivalry between the United States and China.
Although the United States began prioritizing the
Chinese military threat only in 2015 or so, the PLA

has been modernizing in preparation for great-power

conflict for much longer. Analysts agree that the
PLA is a modern joint force, fielding the world’s

largest navy and missile force, as well as a rapidly
growing fleet of advanced aircraft fighters. Moreover,

U.S. advantages in C4ISR and power projection

are increasingly contested by China’s anti-access
and aera denial, space, and cyber capabilities. The
likeliest flashpoint remains a potential invasion of
Taiwan in which both sides race to integrate such
advanced technologies as Al, autonomy, hypersonics,

and space capabilities.

Many classified and unclassified analyses have
assessed U.S. and Chinese military capabilities
across a wide variety of systems and categories.
Rather than duplicating those often narrowly
focused assessments, we sought to focus on
the future—the competition for advantage in the

emerging trends shaping warfare in the information

age. Key dimensions of information-age warfare
are its simultaneous complexity and speed. New

technologies have greatly increased the volume of
information that is rapidly available to commanders,
heightening the complexity of decisionmaking. The

speed at which commanders are able to collect,

synthesize, and act on information across echelons

of command is critical to the military’s position
in this overall competition.

Focus Areas

To assess U.S. and Chinese positions for the future
of warfare, we selected three priority capability areas
that define the core of that future:

e Battlespace transparency is the ability to
penetrate the fog of war with advanced sensors,
C4ISR, and analytics, yielding near-ubiquitous
awareness of enemy dispositions and actions.

e Autonomy (human and machine) is the extent
to which militaries shorten decision cycles by
delegating decisionmaking authority to lower
echelons, units, and autonomous systems
capable of acting independently.

e Closing kill chains refers to the speed and
reliability with which forces execute decisions,
thus completing the targeting cycle while
disrupting or denying the enemy’s ability to
respond.

Military effectiveness can be a function of at least
five major qualities: measurable capabilities and
resources (e.g., personnel, order of battle, and
budgets), the capacity and quality of the defense
industrial base, doctrine, organization (including
force structure, command culture, and civil-military
relations), and intangibles (e.g., leadership,
adaptability, cohesion, and morale). Assessing each
of these qualities for both the U.S. and Chinese
militaries will be relevant in determining which
country will gain the advantage in future warfare.
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Crosscutting Themes

In addition to those seven issue areas, our initial
research led us to highlight two overarching themes
that link the issue areas and provide a critical per-

spective on the competition. The first of these is
a systems and network dynamics perspective—
viewing the contest in systemic terms, both in terms
of the object of the competition and the approaches
each side uses. We describe this theme in Box 6.1.

Box 6.1. Overarching Theme 1: A Systems and Network Dynamics Perspective

A critical component of the U.S.-China competition has to do with influencing the design and function of the

international system—its institutions, global relationships, technological standards, economic norms and
governance, networks of geopolitical influence, and underlying values. Collectively, these elements define the
structures, incentives, and contexts that guide how actors pursue their goals and enable or constrain their actions.

The systems and network dynamics theme focuses on two tasks: (1) characterizing the systemic nature of the

competition with China and (2) developing and applying an analytic approach to understand how the issue areas

we identified interact to shape that systemic competition.

In this context, systems refers to structural, institutional, or contextual interconnections. These interconnections

include elements that are directly observable, such as financial systems or international organizations, as well as

those that are less tangible, such as culture or values. Networks refer to patterns of relationships, such as

diplomatic alliances, information-sharing, or financial linkages. This line of research will have five components:

a conceptual framework that will explain how different systems interact to produce effective

competition (we refer to the framework’s logic as the competition production function, a term that

serves as an analogy for a system of systems; the competition production function will define the

remainder of our approach to this crosscutting issue)

a theory of competition that applies a systems perspective, including a clear definition of success from

the United States’ standpoint

+ an analytic approach to operationalize the conceptual framework that focuses on how levers within

and across issue areas interact to shape competition

a decision aid informed by the systems-based theory of competition

- actionable insights for decisionmakers.

We have identified three primary questions that will guide this line of research:

How can the United States use a systems lens to define U.S.-China strategic competition to guide

policy and strategy?

+ How do different systems (represented by the project’s issue areas) interact to shape the

dynamics and outcomes of the competition?

+  What steps can the U.S. government take to apply these insights and strengthen the United States’

long-term competitive position?
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A second general theme is the condition of soci-
ety and the quality of governance on both sides
of the rivalry. Authors of prior RAND research
have made the case for the importance of societal
characteristics in determining great-power com-
petitive outcomes.192 Authors of another RAND
study argued that the quality of governance con-
stitutes the fundamental competitive paradigm of
the early 21st century.193 Taken together, these
insights highlight the importance of good gover-
nance and the social outcomes good governance
aims to shape as decisive contextual factors in any
competition. We describe this theme in Box 6.2.

Conclusion: Mapping an
Evolving Competition

Taken together, these seven issue areas and two
overarching themes describe the topography of
the U.S.-China competition. They offer a frame-
work for conceptualizing the competition and
designing U.S. strategies for navigating the com-
petition, including setting priorities related to
technology. Specifically, among the issue areas,
we have identified more than two dozen priority
topics for analysis and associated research ques-
tions. Assessing that variety of questions will pro-
vide critical insight into the status and trajectory of
the larger rivalry and offer the basis for findings
about U.S. investment choices.

Box 6.2. Overarching Theme 2: Society and Governance

societal competitiveness.

deliver rapid development and maintain stability.

Governance refers to (1) the makeup of government institutions (including the selection, accountability, and
replacement mechanisms for the people who compose the institutions), (2) the processes and ability to mobilize
and implement public and private resources to enact public decisions, and (3) citizens’ evaluation of those
decisions’ substantive outcomes. This definition covers government institutions, actions, and performance. In
terms of the U.S.-China competition, the social objectives of good governance involve each country’s efforts to
build and sustain cohesive societies that enhance the country’s global competitiveness—what can be termed as

Governance is critical to understanding the relationship between the United States and China because a country’s
model of governance shapes and influences its ability to adapt and perform in a constantly shifting global
landscape and serves as a differentiator in great-power contests. Previous competitions, including the Cold War,
have hinged on governance models. Both the United States and China view governance as an aspect of their overall
competition because the performance of their governance models demonstrates the models’ (and by extension

the country’s) legitimacy and value internationally. In the United States, leaders frequently emphasize democratic
values, individual freedoms, and free-market economic principles as proof of U.S. exceptionalism. Chinese leaders
also emphasize the value that its governance structure offers, highlighting its model as a viable and, in some
respects, superior alternative to Western liberal democracy, particularly what they claim to be the model’s ability to

The condition of a society is both a background to and a key factor influencing the effectiveness of governance.
Without a cohesive national identity and public support for government policies, governments risk losing
legitimacy. A lack of optimism for the future can diminish individuals’ motivation to acquire the skills necessary for
national dynamism. Both circumstances could degrade a government’s ability to sustain the competition.




CHAPTER 7

Initial Implications for

U.S. Strategy

Our ultimate goal with this project is to develop
concrete recommendations to help U.S. policy-
makers manage the relationship with China and set
priorities to safeguard U.S. interests and achieve
advantage in the competitive aspects of that
relationship. We will identify the most essential
“no-fail” areas for U.S. strategy and investment,
as well as the factors that protect and advance U.S.
interests. This report represents only a first step
in that process; we are not yet prepared to out-
line detailed recommendations on priority invest-
ments. But drawing on detailed issue-area reviews,
months of research on the U.S.-China relationship,
related work on systems competition, and almost a
decade of RAND analysis of the U.S.-China com-
petition, we are in a position to offer initial find-
ings and implications that lay the groundwork for
more-specific conclusions.

Tentative Findings

Our research so far supports several broad findings
about the character of the U.S.-China relationship
and its most important elements, including the
more zero-sum aspects of the competition.

Seven critical issue areas of competition offer the
building blocks of a framework for understand-
ing the relationship. In Chapter 6, we outlined the
essential elements: seven issue areas, each with sev-
eral priority topics, and two overarching themes.
Figure 7.1 lists the core issue areas. A deeper assess-
ment of these issue areas will provide guidance on
policies and investments.
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Figure 7.1. Core Elements of the U.S.-China Relationship

Assessments of key
enabling conditions
for competitive success

1 System and Military
network dynamics
Society and Diplomacy
governance

International economics

One lesson we learned from this mapping exercise
is that the competitive aspects of the U.S.-China
relationship add up to a complex, multifaceted
contest without any single fulcrum. Even so, our
analysis does support an initial prioritization: Of
the seven issue areas, the two most foundational
domains of leading importance to both countries’
future positions are science and technology and
domestic economics. For both the United States and
China, domestic economic performance delivers
systemic legitimacy, allows both nations to meet
the fundamental goal of serving their populations,
and creates the basis for global economic influence.
Progress and leadership in science and technology
represent the foundation of future economic poten-
tial, offer additional sources of domestic legiti-
macy, and, in some areas (such as Al advances),
will echo across society and politics in profound
ways. It seems increasingly clear that progress in
AT will represent a critical fulcrum around which
other science and technology and economic prog-
ress occurs and will thus be a defining feature of
the overall relationship in the coming decade.

In addition to the seven issue areas, two critical
foundational or contextual factors will play major
roles in shaping the relationship and driving com-
petitive advantage: systems and network dynam-
ics and societal and governance issues. As part of

Domestic economics

Factors that determine Resources and materials

(asymmetric)
advantage: within,
between, and
among issue areas

Information, ideology,
and culture

Science and technology

our overall project, we are assessing each of these
factors in detail.

At the coreof the relationship is the basic reality of
two great powers seeking to provide for their own
people at a time of intense turbulence and instabil-
ity. These objectives need not become zero-sum:
Both sides could succeed in this goal at the same
time. However, the natural dynamics of an inten-
sifying rivalry are already producing a situation in
which each side increasingly believes that the other
must fail in important ways for it to succeed. In the
process, worsening competitive dynamics threaten
each country’s capacity to safeguard its own inter-
ests and achieve its own objectives: Bitter rivalry
prevents cooperation on global crises, imposes
costs that drain resources from domestic needs,
and risks a war that would represent the ultimate
failure of both countries’ ability to protect their
citizens. A leading example of this risk is in the
governance and risk mitigation around Al

The fundamental trajectory of the U.S.-Chinarela-
tionship does not meet the criteria of a power tran-
sition in which a rising nation bypasses the estab-
lished leading power and achieves predominance.
China is not surpassing the United States in com-
prehensive national power. Instead, itis joining the
United States at the top of the international-power
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hierarchy, and both countries will remain in those
positions—alongside the European Union (if it finds
a way to act more cohesively and pursue domes-
tic economic reforms) and eventually India (if it
remains on its growth trajectory and decides to
express its latent power).

This fact carries obvious consequences. China is
returning to a higher relative level of power and
will have a greater say on international issues,
especially within its own region. The goal of U.S.
strategy cannot be to arrest that process or prevent
China from gaining more influence in key domains.
The United States must seek to identify narrower
objectives—those critical, no-fail contests in which,
ata minimum, the United States must avoid unques-
tioned Chinese preeminence. The most plausible
end state for U.S. strategy is to create the condi-
tions that encourage and require China to constrain
its ambitions and aggressiveness—to become not
a friend or ally but a great power more capable of
controlled coexistence.

China’s core characteristics reflect the essence of
a potent and motivated strategic challenger—but
also a nation that embodies significant contra-
dictions. The overlapping identities that define
China today, which we summarized in six broad
lenses on national identity, describe a nation ani-
mated by multiple mutually reinforcing sources of

ambition and certainty. China today embodies the
power-seeking instincts of a rising great power,
the civilizational self-confidence of a society that
views itself as the natural center of world politics,
the ideological conviction of a Marxist-Leninist
system that believes history is on its side, the rest-
less energy of a developmental state still hungry
for further levels of modernization, the assertive-
ness of an emerging science and technology hege-
mon, and the concentrated authority of a leader
determined to achieve national greatness. Any one
of these identities would make China a formida-
ble rival. Together, they produce a competitor of
unusual power and determination, one with whom
it will be extraordinarily difficult—but essential—to
develop a lasting form of strategic stability.

Yet the differences among those lenses reflect an
equally important insight: China is best understood
not as a single coherent strategic actor but as a lay-
ered and often self-contradicting set of identities
operating simultaneously. The elements of China’s
character do not resolve neatly into a single stra-
tegic logic. They can produce behavior that seems
to drive in different directions, simultaneously
patient and aggressive, pragmatic and ideologi-
cal, confident and paranoid. The mixture of these
identities, and the degree to which each is opera-
tive at any given moment, will shape how danger-
ous and how manageable the competition proves
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to be. One lesson of appreciating China through
multiple lenses is how much genuine uncertainty
remains about what kind of power China ultimately
is and intends to become. The United States needs
a strategy sophisticated enough to engage this full
complexity rather than one calibrated only to a sim-
plified version of the threat.

Despite the complexity of its character, modern
China is constitutionally prone to strategic
overreach—a habit that is not incidental but a
structural feature of the character of the CCP and
the Chinese self-conception. China’s often confron-
tational, bullying, tone-deaf, and self-interested
behavior, which has systematically alienated poten-
tial partners and generated powerful counterbal-
ancing efforts, is not accidental. It stems from
deep-seated drivers grounded in several of the
lenses on Chinese power outlined in Chapter 4: civ-
ilizational hubris, Leninist ideological certainty,
a hierarchical self-conception that expects defer-
ence, and a personalist leadership structure prone
to overcompliance and miscalculation. This pat-
tern represents a potentially decisive structural
advantage for U.S. strategy—but only if the United
States actively organizes to exploit the pattern and,
through its own behavior, offers a clear alternative.

Notwithstanding these limits to its rise, China is
conducting a comprehensive and at least partly
integrated competitive campaign across many ele-
ments of national power, whereas the United States
hasyetto fully embrace anintegrated strategy, cul-
tivate necessary ecosystems of national power, or

invest sufficiently in essential tools of statecraft.
The United States confronts a great power deter-
mined to seize power, influence, market share,
and coercive leverage for itself. China has built a
potent set of national instruments of power for this
purpose and is employing them in a more compre-
hensive and integrated campaign than the United
States is. The United States has begun taking
actions across a variety of domains, but neither
the urgency nor the scope of its strategic response
yet comes close to meeting the challenge that
China’s strategic agenda poses. Left unchecked,
this trend will produce significant advantages for
China in selected, high-leverage areas—which has
already begun to occur—even if the result is short
of a power transition. In short, China is approach-
ing the development of national power, and the
competitive aspects of the relationship with the
United States, in a systemic and at least partly
coordinated and strategic manner—from indus-
trial policy to global digital networks to cultivating
high-technology domains—that the United States
is only beginning to match.

The struggle for predominant influence in the inter-
national system is one of the contest’s essential
battlegrounds. For decades, the United States led
the development and maintenance of what became
known as the liberal, rules-based international
order. In the aftermath of World War I1, the United
States emerged as the leading power and took a
central role in designing institutions meant to pre-
vent future global conflicts and promote economic
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stability. China is determined to change key norms
and power structures in this system to nullify con-
straints on its own behavior. This contest to shape
the international system’s design and function,
including the architecture of institutions, global
relationships, technological standards, economic
norms and governance, networks of geopolitical
influence, and underlying values, is central to this
rivalry. The rivalry can therefore be understood,
at least in part, as a “contest for the system.”* This
is an ongoing and enduring competition that will
persist over the long term regardless of whether or
how either side chooses to engage.

The stance of third countries will be a critical factor
inthe evolution of the U.S.-China relationship and
thetwo countries’ drives to maximize their relative
power. As we have stressed, the competitive space
is not limited to the bilateral U.S.-China relation-
ship. The rivalry is playing out on an increasingly
complex, contested international environment in
which dozens of other countries are both reacting
to U.S. and Chinese moves and seeking indepen-
dent advantage and interests of their own. Through
trade and technology policy, diplomatic engage-
ments, military cooperation and alliances, support
in international forums, and in many other ways,
influential middle powers can tilt the global playing
field toward the United States or China.™s

The present multipolar world poses a very differ-
ent balancing task from one of the more recent
efforts to deal with a rising power: Europe’s effort
to manage a rising Germany. In the late 19th and
early 20th centuries, great powers shifted align-
ments with head-spinning speed—discussing a
formal alliance with one country, then pivoting
and preparing for war against that same coun-
try. Today, the geostrategic context is different.
Although most countries want to maintain decent
trade and investment relations with China, such
countries as Germany, France, Japan, and Australia
would never consider formally aligning with China
in any fundamental way. And although important
Asian countries, such as Vietnam and Indonesia,
seek to preserve good relations with China, they
have also been willing to push back in defense of
sovereign autonomy in important ways. China’s
autocratic, Leninist, and hierarchical character,
as well as the economic and strategic threat China

poses to others, will effectively lock in some bal-
ancing effect in its region and beyond.”¢ The only
question is how firm, united, and effective that bal-
ancing coalition will become.

In this regard, existing trends are not as favorable
as one might expect. Europe is badly undershoot-
ing its potential.'”” Many structural factors appear
set to cement this decline: an aging society and
declining workforce, rising debt, high energy costs,
and brutally constraining regulatory ecosystems. It
remains to be seen whether the European Union as
a whole or leading European countries will stand
up decisively to Chinese industrial and geopoliti-
cal bullying. At the same time, U.S. relations with
many other members of possible balancing coali-
tions on discrete issues, from South Korea to Viet-
nam to Indonesia, have entered a disruptive and
fluid period. China is making a fresh appeal to
developing countries in particular with its Global
Governance Initiative and offers of subsidized dig-
ital network programs, as well as making a new
push on trade accords with developed and devel-
oping nations alike. A global alignment balance
that ought to be shifting continually in the U.S.
direction seems, at this writing in May 2026, to
have stalled out or even edged back toward China.

As much or more than power projection, homeland
resilience will be a critical factor in the ability of
both the United States and China to meet their
national goals, both in peace and war. RAND
research over the past decade has demonstrated sev-
eral clear elements of this trend. China has evolved
concepts and capabilities built on the assumption
that disrupting rivals’ domestic societal, economic,
and political stability can be a source of competi-
tive advantage in peacetime and of decisive oper-
ational effect in war.s The rise of digital societies
and economies has introduced the potential for new
forms of “virtual societal warfare,”* and U.S. and
European critical infrastructure is highly vulner-
able to more classic cyberattacks.>° At the same
time, the painful social transitions underway in
developed economies have created new fault lines
and vulnerabilities that can undermine national
competitive potential. Increasingly, homeland
resilience will be an indispensable and leading ele-
ment of any strategies to sustain national security
interests.
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Domestic social conditions are determinative
competitive factors, not merely background condi-
tions. The social health of the United States and
China—their levels of cohesion, institutional trust,
optimism, and capacity for collective action—is not
merely a background condition for the competition.
Those societal qualities will play a conclusive role
in determining many outcomes. Both societies are
today experiencing a crisis of meaning and collec-
tive purpose that carries the risk of undermining
their competitive potential. The side that better
addresses this internal social crisis will gain com-
petitive advantages that no military or technology
investment can offset. This elevates social policy,
institutional reform, good governance initiatives,
and the cultivation of national purpose to the level
of national security imperatives.

Pursuing such social and institutional advantages
will be difficult, in part, because both competitors
are approaching the limits of their default models
of national power. The U.S.-China competition is,
in important ways, a race to see which side can
develop the next successful model of national
power before its current model exhausts itself. The
decentralized, free-market U.S. model has gen-
erated serious dependencies, allowed the erosion
of the national industrial base, and permitted the
rise of social afflictions, such as inequality and

a corrupted information environment. China’s
export-led, investment-heavy, state-directed model
is running into demographic limits, debt ceilings,
diminishing productivity returns, and international
resistance. Both are simultaneously facing aging
societies, rising debt, and social alienation. The
future of the relationship and competition will be
powerfully shaped by the requirement to develop a
new and sustainable recipe for economic dynamism
and social cohesion.

The bilateral search for advantage and the drive
for a new model of national power are embedded
in acute global transitions that will set the context
for national success. At least five such transitions
are underway: a technological revolution centered
on Al, an epochal demographic shift with mas-
sive implications for the future of many countries
within two generations, a broad restructuring of
global economic models and supply chains, domes-
tic socio-political upheavals in many countries, and
a shift from U.S.-led unipolarity to a more con-
tested multipolar order. Success in the competition
is not simply a function of outperforming the rival
bilaterally but of navigating these transitions more
effectively. A U.S. strategy focused solely on coun-
tering China risks missing the broader demands of
the strategic context.
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Priority Investments

We are not yet in a position to offer detailed find-
ings on the most-essential areas of investment and
policy for the United States. Those results will
flow from the full analysis over the course of our
study. This initial overview, however, does point
in some clear directions. We will discuss in more
detail a vision of success in the concluding report
of this study.

A review of the issue areas, overarching themes,
and existing RAND work on the competition
suggests that success for a U.S. strategy will be
grounded in three elements: ensuring domestic
renewal, contesting China’s control of critical lever-
age and chokepoints in the international system,
and avoiding critical vulnerabilities. (See Figure 7.2
for a visual representation of these three elements.)
Atthe top of the figure lies the day-to-day contesta-
tions for relative advantage, which can provide rela-
tive value to one side or the other, but the outcomes
of those contests will not in themselves be decisive
for the greater contest. These secondary outcomes

could include a variety of economic, diplomatic,
and military developments—for example, expanded
security cooperation, an infrastructure project, a
shared diplomatic initiative—that enhance U.S. or
Chinese influence but represent an ongoing ebb
and flow of competition.

Below that lie two categories of potential critical
power or vulnerability, each of which involves some
potential thresholds for very high levels of relative
power. One is thresholds of vulnerability in such
areas as critical infrastructure, necessary materi-
als or products, or other dependencies that would
allow one side to impose conditions on the other
(unless the other side had parallel, reciprocal means
of imposing costs). The other category is critical
thresholds of systemic power—positions in inter-
national networks and systems, such as dominance
of large-scale digital networks or a global military
posture. One element of success, therefore, is for
the United States to avoid a situation in either of
these categories in which China’s power “passes
beyond the relevant tipping point, to impose the
acceptance of subjection in some form.”2

Figure 7.2. A Hierarchy of Success Goals for the United States

Ongoing contests for secondary influence: Less critical battles for position or advantage
in dozens of areas whose outcome will not be decisive to the overall contest

Threshold areas of critical vulnerability: Those relatively few points along the
more relative areas of success that could grant decisive leverage in one or more
of the seven areas of national success

Critical thresholds of systemic power: The identified measurable aspects of
position in international systems that generate decisive influence

Foundational measures: The essential requirements of national success for any
great power—key elements of domestic dynamism, coherence, and solidarity;
favorable global alignments of power
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Atthe base of this concept for national competitive
advantage lie the core domestic qualities that fuel
long-term power: sustainable economic dynamism,
social solidarity and resilience, cultural and intel-
lectual energy and creativity, and, in external terms,
the most basic measures of global alignments.
These factors represent the most-essential require-
ments for advantage in any great-power rivalry.

At this point in our study, we do not yet have conclu-
sions on which specific investments are called for.
But our initial analysis suggests several tentative
findings that can begin to point the United States in
the right direction for what its priorities should be.

In a contest between two systems aiming to demon-
strate superiorresults in providing for their people,
the United States should not underestimate the com-
petitive value of policy and technology initiatives to
serve the safety, security, prosperity, and opportu-
nity of average Americans. Our project deals with
the national security aspects of the rivalry, and the
Department of War is focused on defense invest-
ments to gain advantage in the military competi-
tion.>2 But the context for success in the national
security contest will be set at home, by demonstrat-
ing effective governance and an ability to deliver
for the American people. The national security
enterprise can contribute to this wider goal: During
the Cold War, for example, Defense Advanced
Research Projects Agency research helped spur a
variety of civilian technology breakthroughs that
enhanced U.S. prosperity.

Inassessing potential U.S. investment strategies to
shape the contest for relative position, most of the
no-fail areas of the competition lie in the areas of
science and technology and some priority areas of
industrial capacity. These domains underpin Chi-
na’s strategy for attaining power and have profound
effects onall otherissue areas. More work is needed
to identify the most-critical risks and opportunities
in these areas. Broadly speaking, however, prevent-
ing Chinese primacy in key areas of science, tech-
nology, and industrial manufacturing is arguably
the most essential focus of any U.S. competitive
investments. Those domains have especially high
leverage over all three critical areas of competitive
success: the foundations of national dynamism,
global networks of power, and critical dependen-
cies. Investments to compete in these areas—from
R&D, to talent development, to high-risk capital
support for breakthrough innovations, to steps to
rebuild strategically vital industries—will be among
the most important steps the United States can take.

Existing global alignments of power remain a lead-
ing U.S. competitive advantage and can serve to
constrain the bounds of China’s claims to power.
Investments in these relationships—in terms of
security cooperation, defense coproduction, shared
diplomatic initiatives, and more—can both have
an outsized return on investment in the competi-
tion and generate substantial efficiencies for the
United States. Ensuring that allies and partners
fully express their potential power and share the
burden of the competition is an essential part of
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this element of statecraft. This finding highlights
the critical role of investments in shared research,
development, and coproduction with partners.

Technology and policy initiatives are needed in the
competition’s areas that fall short of armed con-
flict but are also ones in which China is focusing
on gaining an advantage. These include areas of
military “gray zone” contestation and influence
over domestic-information environments. There
are significant opportunities for technological
solutions in these areas, as well as cooperative
efforts with allies and partners.

The United States needs to more highly prioritize
policy, regulatory, and technological initiatives to
address homeland resilience issues. If the United
States becomes asymmetrically vulnerable in
terms of homeland security, whether in peace-
time or war, the United States will suffer severe
competitive disadvantages. The risks to homeland
safety and security are only growing. The United
States needs to put more emphasis on policy and
technology development investments to achieve
homeland resilience, beginning with significantly
more attention to cybersecurity.

The contest for influence in global digital and AI
networks must be an important focus of U.S. strate-
gicinvestments. China has highlighted science and
technology as the key to unlocking 21st-century
domestic and global power, and China is pursu-
ing specific mechanisms and investments—many,
including AI development, grouped around the
Digital Silk Road initiative—to seize a command-
ing position in emerging digital networks. U.S.
strategic investments will provide the essential
foundation for many countries’ future growth and
offer access to data and social influence for outside
investors and developers who gain market share.

The United States has an opportunity to develop
technology and policy initiatives to compete with
China as a provider of solutions for third coun-
tries. One aspect of China’s theory of success is to
become the provider of choice for problem-solving
assistance, whether focused on economic devel-
opment, Al implementation, cybersecurity, or
other areas of need. The United States—in some
cases working with allies and partners to develop
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joint solutions—will gain a competitive advantage
by designing alternative offerings for developing
countries. These offerings can be led by the pri-
vate sector and involve advanced technological
solutions.

Governance reforms and the development of effi-
cient new governing institutions and approaches,
while a domestic and national issue, will play
a critical role in the competition. Both sides are
struggling with problems of public-sector effec-
tiveness and legitimacy, fueled in part by governing
processes and institutions that do not seem able to
deliver results or solve problems. If one side begins
to make real headway on this issue, it will gain a
tremendous competitive advantage. Experiments
and investments in reformed governing approaches
should be a leading competitive priority.

The United States is facing one of the most pro-
found strategic challenges in its history—managing
arelationship and rivalry with the strongest single
great power it has ever had to confront. We have
argued that the centerpiece of the U.S. response
must be in the areas of core national dynamism,
science and technology, and domestic economic
policies. Success in those areas will have profound
echo effects across all other areas of the relation-
ship. The United States can approach these tasks
with confidence in two critical senses: It retains
tremendous sources of national power that will pre-
vent China from comprehensively surpassing the

U.S. position, and if the United States manages its
relationships well, it ought to benefit from a dom-
inant broader alignment of power in the interna-
tional system.

U.S. strategy will also have to find the right bal-
ance between competing and coexisting with a peer
great power that has some threatening goals and
tactics but that is not (so far, at least) a militaristic
aggressor in classic historical terms. As the public
2026 U.S. National Defense Strategy puts it, the
United States can seek to compete while preserving
“a stable peace, fair trade, and respectful relations
with China” and pursue military deterrence “with
a focus on seeking strategic stability with Bei-
jing as well as deconfliction and de-escalation.”20
The lenses on China’s character and ambitions
described in Chapter 4 highlight the possibility of
striking that balance and also the profound chal-
lenges in doing so: standing up to Chinese preda-
tory and belligerent behavior when necessary, man-
aging relations with a dangerously self-confident
and indeed often condescending regime, and yet
finding space for coordination on issues of shared
concern and promoting a stable equilibrium in the
relationship. In this report, we have tried to offer
an initial framing and general insights to inform
that strategic challenge.
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United States Objectives and Programs for National Security, p. 10.

Heath, Grossman, and Clark, China’s Quest for Global Primacy, p. Xv.
Heath, Grossman, and Clark, China’s Quest for Global Primacy, p. xvii.
Rudd, On XiJinping, p. 376; Heath, Grossman, and Clark, China’s Quest for Global Primacy, p. 43.

Even if foreign spies could get into Beijing’s decisionmaking rooms, the spies “might find that the answers to key questions simply do not exist, at
least not yet. Outsiders might not be able to figure out precisely where China is headed because the country’s rulers do not yet know themselves”
(Friedberg, A Contest for Supremacy, p. 120).

For this chapter, we rely on an earlier RAND study for our analysis. See Heath, Grossman, and Clark, China’s Quest for Global Primacy. We reference
specific sections and components of that report as relevant.

Kang, Wong, and Chan, “What Does China Want?” pp. 55, 57, 61.

The primacy of protecting the domestic system mandates avoiding war: “The first axiom” or the “prime directive of China’s strategy . . . the one rule
that must not be broken under any but the most-dire circumstances” is “the injunction to avoid confrontation and conflict” (Friedberg, A Contest for
Supremacy, p. 144).

Heath, Grossman, and Clark, China’s Quest for Global Primacy, pp. 31-35.

These quotes and the surrounding Chinese government plans are identified and discussed in Hu, Zhou, and Xie, “A Correct Understanding of the New
Stage of Chinese Socialism”; and Chen, Speech by Comrade Chen Quanguo at the First and Second Plenary Sessions of the Fourth Plenary Session of the
Ninth Committee of the Xinjiang Uyghur Autonomous Region of the Chinese Communist Party.

Hass, Stronger, p. 52.

Hass points out that “[n]ot since the Cold War has a country contested American leadership in multiple regions of the world simultaneously. Beijing
has demonstrated that its ambitions are far from being benign or passive” (Hass, Stronger, p. 49).

Heath, Grossman, and Clark argue that “[d]efense strategy plays an important but supplementary role to the proposed Chinese international strategy”
(Heath, Grossman, and Clark, China’s Quest for Global Primacy, p. xvii).

Economy, The World According to China, p. 5.

As Rudd puts it, “A common nationalist thematic across all these formulations is that China’s time has arrived to deploy its newfound national power
to restructure the international system to better suit Chinese interests and values” (Rudd, On XiJinping, p. 245). Schweller and Pu had described the
boldest possible Chinese vision of the future as,

An ambitious and controversial idea within China, the vision of a new Chinese order suggests that (1) Chinese traditional philosophy provides

a better framework than the current order to deal with world problems; (2) U.S. hegemony is losing international legitimacy; (3) Chinese political
and economic systems are gaining legitimacy and provide the basis for a better social model for the world; and (4) China should build a global
datong (Great Harmony) society, in which emphasis is given to social welfare and collective goods. This vision aims to undermine the legitimacy
of U.S. hegemony in a comprehensive sense. (Schweller and Pu, “After Unipolarity,” p. 59)

Office of the Director of National Intelligence, 2026 U.S. Annual Threat Assessment of the U.S. Intelligence Community, p. 21.
See Levin and Liu, “Understanding Chinese Power.” Liu stresses Beijing’s core desire for strategic autonomy.

See Perdue, “The Tenacious Tributary System,” p. 1003. Perdue is describing this attitude; he does not agree with it. The leading proponent of this
more benign interpretation is David C. Kang (see Kang, China Rising). Kishore Mahbubani has argued that for much of the past 2,000 years, China
was “the single strongest civilization on the Eurasian landmass.” If it was militaristic and expansionist, Mahbubani suggests, “it would have and
should have conquered territories overseas, as the European powers did.” He argues that the Han people are not expansionist, that China’s bouts of
aggressiveness occurred “when China was ruled by ‘foreign’ dynasties, such as the Yuan dynasty (1279-1368) and Qing dynasty (1744-1911).” He also
argues that “China is fundamentally unlike America, as it is reluctant to use the military option first. It is also fundamentally different from America
in another regard. It does not believe that it has a ‘universal’ mission to promote Chinese civilization and encourage everyone else in humanity to
emulate it.” See Mahbubani, Has China Won? pp. 82, 84.

Perdue, “The Tenacious Tributary System,” p. 1008.

Rush Doshi argues that a Chinese conception of order would involve “displacing the United States as the world’s leading state” (Doshi, The Long Game,
p. 302).
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168 According to Kang, Wong, and Chan, “[t]here is little mention in Chinese discourse of expansive goals or ambitions for global leadership and
hegemony” (Kang, Wong, and Chan, “What Does China Want?” p. 49). They add that Xi has claimed that China will “never become the hegemon,” and
Chinese officials routinely deny an intent to “replace” the United States globally (Kang, Wong, and Chan, p. 49).

169 Kang, Wong, and Chan, “What Does China Want?” p. 65.
70 Kang, Wong, and Chan, “What Does China Want?” p. 65.

7 Increasingly, Beijing has sought to promote “China’s political model and the export of some of its authoritarian elements, such as state control over the
internet” (Economy, The World According to China, p. 7). Xi argued that as China’s development proceeded, “the superiority of our socialist system will
be increasingly apparent” (Economy, The World According to China, p. 7). As Susan Shirk has noted, Xi is the first leader to have “publicly proclaimed
that the Chinese system was a model for other countries to follow, not just one well suited to China” (Shirk, Overreach, p. 200). See also Friedberg,
Getting China Wrong, pp. 150-152.
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As Ryan Hass writes,

Chinese leaders recognize their governance system is not exportable. They do not face a requirement to build Sinocentric political or military
blocs organized in opposition to the United States. Attempting to do so would be too alarming to India, Japan, and others, who would actively
challenge any such efforts. Rather than seek to carve the world into Cold War-like configurations, Beijing’s proximate goal is to strengthen
the legitimacy of the Chinese Communist Party and erode what it views as the bias of key values, norms, and preferences toward democracy,
individual rights, rule of law, and Western-led standard setting. Over the longer term, China aims to become wealthy, strong, influential,

and respected. (Hass, Stronger, p. 53)
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Greitens, “Dealing with Demand for China’s Global Surveillance Exports”; Greitens, Inboden, and Klein, China’s Authoritarian Exports.

74 See Hass, Stronger, p. 56. Aaron Friedberg has argued, “What China’s current rulers appear to want and what their successors will almost certainly

want as well, is to see their country become the dominant or preponderant power in East Asia, and perhaps in Asia writ large” (Friedberg, A Contest for
Supremacy, p. 165). But Friedberg admits that Chinese strategists, while accepting the desirability of regional preponderance,

differ over precisely how far it is necessary, and possible, to go. The answers to these questions will be determined by events and by the responses
of others rather than set in advance according to some predetermined theory or plan. In this important sense, China’s grand strategy remains a
work in progress. (Friedberg, A Contest for Supremacy, p. 165)

Friedberg adds, “The question of whether they will have to settle for something less than clear-cut preponderance is probably unresolved at this point
in the minds of China’s leaders” (Friedberg, A Contest for Supremacy, p. 174).
75 Doshi, The Long Game, p. 302.

76 On the East China Sea example, see Shirk, Overreach, p. 220.
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78 Allen, Beijing Rules.

79 For a discussion of this issue in the context of China’s coercion of Australia, see Lee, “How China Overreached in Australia.”

180 Allen, Beijing Rules, pp. 168-169.
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Allen, Beijing Rules, pp. 40-41.

82 Allen, Beijing Rules, p. XxViii.

183 When Martin Jacques argues that China’s government’s behavior has, at times, reflected “the imprint of the tributary system, the need to assert the

natural hierarchical order of things, and, if necessary, punish those who dared step out of line,” he is describing a default mindset still evident today
(Jacques, When China Rules the World, p. 393). Jacques also quotes a Chinese scholar as suggesting that, as China’s power grows, “given the chance,

the Chinese may wish to go back to their long-hallowed tradition of treating foreign countries as all alike but unequal and inferior to China” (Jacques,
When China Rules the World, p. 393). In Henry Kissinger’s formulation, “Chinese elites grew accustomed to the notion that China was unique—not just ‘a
great civilization’ among others, but civilization itself” (Kissinger, On China, p. 10).

184 Economy, The World According to China, p. 27.

85 As Henry Kissinger put it, China has used economic and diplomatic tools to “coax” neighbors into recognizing China’s cultural predominance.

According to Kissinger, “[China’s] goal was not to conquer and subjugate the barbarians but to ‘rule [them] with a loose rein’ (ji mi). . . . The goal of this
system was essentially defensive: to prevent the formation of coalitions on China’s borders. . . . [The] objective was a compliant, divided periphery
rather than one directly under Chinese control” (Kissinger, On China, pp. 20, 22).
88 Doshi, The Long Game, p. 303.
87 Heath, Grossman, and Clark argue that “[i]t is possible to imagine alternative forms of [Chinese] global leadership featuring a much lower degree of
direct control than either the United States or past colonial powers exercised” (Heath, Grossman, and Clark, China’s Quest for Global Primacy, p. 45).
This model could be a “‘first among equals’ partnership between major powers that oversee a sort of spheres-of-influence arrangement”; that is, it
could be more about setting norms than exercising direct control (Heath, Grossman, and Clark, China’s Quest for Global Primacy, p. 45).
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