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ADVANCING EFFECTIVE U.S. POLICY FOR
STRATEGIC COMPETITION WITH CHINA IN
THE TWENTY-FIRST CENTURY

WEDNESDAY, MARCH 17, 2021

U.S. SENATE,
COMMITTEE ON FOREIGN RELATIONS,
Washington, DC.

The committee met, pursuant to notice, at 10:02 a.m. via video-
conference, Hon. Bob Menendez, chairman of the committee, pre-
siding.

Present: Senators Menendez [presiding], Cardin, Shaheen, Mur-
phy, Markey, Schatz, Van Hollen, Risch, Romney, Portman, Young,
Rounds, and Hagerty.

OPENING STATEMENT OF HON. BOB MENENDEZ,
U.S. SENATOR FROM NEW JERSEY

The CHAIRMAN. This meeting of the Senate Foreign Relations
Committee shall come to order. Our topic today is advancing effec-
tive U.S. policy for strategic competition with China in the 21st
century.

Dr. Economy, Mr. Shugart, and Mr. Khan, thank you for joining
us here this morning to explore one of the most consequential ques-
tions this committee will consider this year: how to develop an ef-
fective strategy to counter and manage the rise of China.

The China of 2021 is not the China of 1971 or even the China
of 2011. China today is challenging the United States and desta-
bilizing the international community across every dimension of
power—political, diplomatic, economic, innovation, military, and
even cultural, and with an alternative and deeply disturbing model
for global governance.

As I said before, I truly believe that China today, led by the
Communist Party and propelled by Xi Jinping’s hyper nationalism,
is unlike any challenge we have faced before as a nation.

For decades, we have failed to comprehensively address China’s
growing reach, and while I have given the previous Administration
credit for getting the scope, scale, and urgency of the China chal-
lenge right, they seem to operate under the mistaken belief that
just being confrontational was being the same thing as being com-
petitive.

Retrenchment from the global stage, withdrawing from inter-
national fora only to let China fill in the void, alienating our allies
and partners, particularly in the region, only helped embolden Chi-
na’s efforts.
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Coercing its neighbors in the maritime domain, crushing Hong
Kong, threatening Taiwan, increasing its trade surplus with the
United States, racing ahead in the development of new digital tech-
nologies, a campaign of genocide on its Uighur people, China today
is more active and more assertive than ever before.

There should be little doubt in my mind that the right basic
framework for thinking about our relationship with China today is
strategic competition, not because that is necessarily what we want
but because of the choices Beijing is making.

We need to be clear eyed and sober about Beijing’s intentions
and actions and calibrate our policy and strategy accordingly. The
United States needs a new strategic framework for this competition
and a new set of organizing principles to address the challenges of
this new era.

One of these core organizing principles, I would suggest, is the
importance of coordinating closely with our allies and partners to
develop a shared and effective approach to China.

Indeed, I think Secretary Blinken’s and Austin’s have success-
fully started embracing this principle with their trip this week.
And I believe that our China policy must be integral as we develop
an Indo-Pacific strategy.

So I am pleased to see that President Biden understands that
our alliances, our partnerships, and the shared values on which
they stand, and our reliability and resilience in the face of adver-
sity, are crucial for effective global leadership.

Second, as we consider strategic competition with China, we
must recognize that in the 21st century the nature of our competi-
tion also revolves around geo-economic matters, not just the geo-
political and military competition that characterize the 20th cen-
tury.

The most hotly contested domains are in the new and emerging
suite of technologies: 5G, Al, quantum computing, nanotech, robot-
ics, zero carbon energy technology, not just the traditional cat-
egories of blood and steel that have traditionally guided our na-
tional security thinking.

If we fail to invest in our geo-economic tools, if we fail to replen-
ish the sources of our competitiveness here at home, we will find
that while we still may dominate in the old domains and tradi-
tional measures of military power, the world has moved on and we
will be left behind.

Successfully doing so requires significant bipartisan political ef-
forts. To that end, I appreciate that the ranking member has stated
his desire to join forces to draft and markup a strong bipartisan
China bill.

To accommodate his request for more time to achieve this shared
objective, I have agreed to move the markup to April 14th. We will
have to work during the recess to have the text finished and avail-
able to other committee members by the end of this work period.

My expectation is that the text will be representative of the
shared bipartisan space on China, and members will also have op-
portunities to shape the bill through the amendment process.

Both he and I and many members of this committee have intro-
duced bills and issued reports over the past several years address-
ing various aspects of this challenge. Now we need to act and adopt
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a comprehensive bipartisan bill that can provide a sustainable and
durable framework for the years ahead.

So I look forward to the opportunity to engage with our witnesses
today in a genuine and substantive conversation about how we can
work together to develop a comprehensive approach and strategy
towards China to reset our strategy and diplomacy, to reinvest and
replenish the sources of national strength and competitiveness at
home, to place our partnership and allies first, and that reflects our
fundamental values as Americans.

Let me turn to the distinguished ranking member, Senator
Risch, for his opening statement.

[No response.]

Senator Risch, I think you may be muted.

Senator RISCH. It is not now, Bob. Can you hear me?

The CHAIRMAN. Yes, I hear you very well.

Senator RiscH. Thank you very much. I appreciate that.

STATEMENT OF HON. JAMES E. RISCH,
U.S. SENATOR FROM IDAHO

Senator RiscH. First of all, let me pick up where you left off on
the bipartisan nature of this effort.

I think there is no issue before this Congress that demands and
commands bipartisan effort than the issue that we have in front of
us, and you point out, a lot of us who have introduced bills re-
cently, in recent years, addressing various parts of the China issue
and it is time to bring them all together, which is, of course, the
effort that we are undertaking here.

As most of us in recent years have recognized, strategic competi-
tion with the People’s Republic of China must be United States’
number-one foreign policy priority.

The challenges posed by the Chinese Communist Party are ur-
gent, and we must act accordingly. We must also maintain U.S. po-
litical will for the long haul because these challenges will shape
U.S. foreign policy and the international system for decades to
come.

Republicans and Democrats should work together to ensure that
the U.S. and its Government treats China as the top foreign policy
priority in the Indo-Pacific as the priority region in terms of policy,
resourcing, and personnel.

To support these goals, congressional legislation must be truly bi-
partisan and driven by concrete and actionable steps that directly
address the biggest threats we face from PRC.

Today’s hearing will be important in shaping this committee’s ef-
forts, including by providing us with valuable ideas on several as-
pects of competition with China: political, economic, military, and
technological.

One of the important aspects or one of the important pieces of
this puzzle as we go forward is partnerships. We know that we
have allies in the world who are anxious to join us in our quest in
this regard.

Europe, of course, is a natural partner, and I got a report re-
cently that itemized things we can do with Europe and with sup-
port with our European partners. I know the Administration will
do the same thing as we go forward.
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In addition to Europe, of course, we have other natural partners
in the region that will join us in our efforts to do the things that
we are setting out to do here.

Last week, I reintroduced the STRATEGIC Act with several col-
leagues, which includes proposals to put the United States on a
stronger path to win this competition.

The Chairman and I have talked about this and about his bill.
We are going to work together to try to meld those together so that
we have a proposal that is truly bipartisan and meets all of our
ideas as to how we meet the challenge.

First, the STRATEGIC bill challenges the unfair and illegal PRC
economic practices that undermine U.S. businesses and an inter-
national economic system based on free market growth.

The STRATEGIC Act focuses in particular on increased oversight
of Chinese company behavior in U.S. capital markets and Chinese
state-sponsored intellectual property theft. We are all aware of the
many cases that this has happened, and we have got to put an end
to this.

This legislation also addresses the CCP malign influence in our
media, universities, and even Government. We must ensure that
our society remains open and free but also resilient and aware of
the ways in which the CCP attempts to suppress, influence, or
steal information within the United States.

The STRATEGIC Act increases transparency around Chinese
Government funding of our universities and Government-sponsored
trips for Government officials.

Next, this act confronts the threat of a modernized and growing
Chinese military. Its rapid expansion and modernization is shifting
the balance of power in the Indo-Pacific. The PLA is also becoming
more active in other regions such as the Indian Ocean, Africa, and
even the Western Hemisphere.

The CCP plans to use its military to dominate the waters inside
the island chain and project great power beyond. It has strength-
ened its ability to coerce Taiwan to unify with Mainland and to
bully its neighbors into accepting its excessive maritime claims.

Such actions would be devastating to the U.S. and allied inter-
ests in this entire region. We must ensure the United States and
its allies are appropriately resourced to meet this military chal-
lenge.

I want to take this opportunity to express my concern about com-
ments by unidentified Administration officials in the media yester-
day about Taiwan. Beijing’s increased coercion and attempts to iso-
late Taiwan are the reason for seeing increased tensions, not en-
gagement with Taiwan by the United States.

I am especially disappointed to see comments like this right be-
fore the U.S.-China discussions in Alaska this week. The Adminis-
tration should clarify these statements if, indeed, they are truly the
Administration’s position, since it is always hard to tell when the
media cites unidentified officials.

Having said that, it is important that those statements are out
there that the Administration speak to those statements that have
been made.

Finally, the STRATEGIC Act holds the CCP accountable for its
appalling human rights abuses, including its ongoing genocide of
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the Uighurs and other Muslim minorities in Xinjiang, egregious
human rights abuses in Tibet, and its obliteration of individual
rights promised to the people of Hong Kong.

Oftentimes, the CCP uses new technologies to carry out these
abuses. The international community cannot turn a blind eye to its
human rights abuses. No truly great power undermines its own
citizens, and the CCP must be held accountable for their conduct.

These are just some of the pressing and important threats we
face from the PRC, and I look forward to hearing from the wit-
nesses on these important issues. I also look forward to working
with my Democratic colleagues to address these evolving challenges
in an actionable and bipartisan manner, and I believe that the
Chairman and I will continue to work in good faith in a bipartisan
manner to bring these matters before our committee, eventually be-
fore the Senate, to reach a bipartisan solution and action to ad-
dress these matters.

So thank you, Senator Menendez. With that, I yield back.

The CHAIRMAN. Thank you, Senator Risch.

Let me turn to our witnesses now.

Dr. Elizabeth Economy is a senior fellow for China studies at the
Council on Foreign Relations and a senior fellow at Stanford Uni-
versity’s Hoover Institution.

Dr. Economy is an acclaimed author and expert on Chinese do-
mestic and foreign policy. Her most recent book, “The Third Revo-
lution: Xi Jinping and the New Chinese State,” was shortlisted for
the Lionel Gelber prize.

Mr. Tom Shugart is an adjunct Senior Fellow with the defense
program at the Center for New American Security. His research fo-
cuses on undersea warfare and maritime competition, military in-
novation, and acquisition and the broader military balance in the
Indo-Pacific.

And Mr. Saif Kahn is a research fellow at Georgetown Center for
Security and Emergent Technology. His research focuses on Al pol-
icy, semiconductor supply chains, China’s semiconductor industry,
and U.S. trade policy, and his work has been featured in the Finan-
cial Times, The Washington Post, Fortune, and other outlets.

With that, let me first turn to Dr. Economy. Your full statements
will be included in the record. We ask you to summarize it in 5
minutes, more or less, so that we can have a conversation with you.

Dr. Economy.

STATEMENT OF DR. ELIZABETH ECONOMY, SENIOR FELLOW,
HOOVER INSTITUTION, STANFORD UNIVERSITY, WASH-
INGTON, DC

Dr. EcoNomy. Thank you very much, Chairman Menendez,
Ranking Member Risch, and other distinguished members of the
committee.

I appreciate the opportunity to speak before you this morning on
this critical issue of U.S. strategic competition with China.

When Xi Jinping was selected as General Secretary of the Chi-
nese Communist Party in 2012, he spoke of his Chinese dream and
the great rejuvenation of the Chinese nation, and while no one
knew exactly what he meant at the time, I do not think anyone
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would have envisioned that his ambition was nothing less than a
reordered world order.

In over the past 8 years, it has become clear that he seeks to
transform the geostrategic landscape across the four dimensions,
first, by asserting sovereignty over Taiwan in the South China Sea
as well as over other contested territory such as those with India
and Japan; second, by replacing the United States as the pre-
eminent power in the Asia Pacific through Chinese military domi-
nance and a network of regional agreements that excludes the
United States; third, by embedding Chinese political, economic, and
technological preferences throughout the world, via the Belt and
Road Initiative as well as through the leverage of its market; and
fourth, by aligning international norms and values around human
rights, internet governance, and technical standards with those of
China.

Xi’s approach is long term and strategic. He sets targets and
timetables for achieving his objectives. He mobilizes actors from
across the Chinese Government, military, and the private sector.
He structures political and economic incentives to induce outside
actors to support Chinese objectives, and he pursues those objec-
tives in multiple domains within China, in other countries, through
the Belt and Road and in global governance institutions.

China has achieved notable success in realizing many of its stra-
tegic objectives, and much of the rest of the world now believes
that China’s rise and the U.S.’s decline are inexorable.

Beijing’s management of the COVID-19 pandemic, vaccine diplo-
macy, positive economic growth, technological leadership, and
growing military prowess lend credibility to such a narrative.

However, China’s strategy also has significant vulnerabilities. In
many respects, the same state control that contributes to China’s
success has also begun to limit the credibility and attraction of
many Chinese initiatives.

Chinese technology companies, such as Huawei and ByteDance,
face growing constraints and access in global markets as a result
of CCP interference. Nordic countries that once welcomed PRC in-
vestment now scrutinize it for potential military applications.

Many countries have closed their Confucius Institutes, which are
perceived as vehicles for advancing a Chinese Government political
narrative.

In addition, China’s willful diplomacy, along with its egregious
actions in Xinjiang and Hong Kong, have resulted in a backlash
against China.

Popular opinion polls throughout the Asia Pacific, for example,
indicate significant distrust of Xi Jinping and little interest in Chi-
nese regional leadership, and the Belt and Road has become
bumpy, as popular protests and host countries proliferate, deals are
canceled and renegotiated.

COVID-19 placed particular stress on Belt and Road deals with
the Chinese Government reporting that 60 percent had been ad-
versely affected.

The Trump administration was instrumental in drawing inter-
national attention to many of the risks of growing Chinese power
and influence, and it put in place a number of policies to protect



7

the United States from unfair and even malign Chinese economic
and political activities.

If to compete effectively with China, the Biden administration
must move beyond the previous Administration’s more reactive and
defensive strategy to a sort of more positive and proactive message
of U.S. leadership that contributes to advance global prosperity and
security.

And as the Interim National Security Strategy guidance sug-
gests, and I outlined in my testimony, U.S. leadership should be
firmly rooted in U.S. values, strong relations with allies and part-
ners, and a robust presence in multilateral institutions.

A good example of such leadership is the major new vaccine di-
plomacy initiative with Australia, Japan, and India that answers
the humanitarian need, demonstrates the ability of democratic al-
lies and partners to cooperate effectively, and provides an alter-
native to Chinese global vaccine diplomacy.

Moving forward, the Administration and Congress has a long list
of priorities that it needs to address with regard to China. China
is a global challenge that is going to require a global response.

Let me just mention four.

First, we need to develop an economic pillar of engagement in
the Asia Pacific. China’s weaving a net of regional trade agree-
ments and U.S. companies will lose ground in the most economi-
cally dynamic region of the world if the Administration and Con-
gress do not fight their way into the CPTPP or pursue a range of
significant sectoral trade agreements.

Second, the United States, as the chairman mentioned, needs to
retool at home. In the same way that we set clear objectives and
targets for ensuring military preparedness that include research
and development, manufacturing, the development of human cap-
ital, and logistics, we need a technology policy that does the same.

Third, to compete effectively with China, the United States must
look beyond its traditional allies and partners to forge a new rela-
tionship with the world’s developing economies.

China’s engagement in Africa and the Middle East, as well as
Latin America and Southeast Asia, have provided fertile ground for
Chinese values, technologies, and policy preferences to take hold.

Moreover, when the United States and its allies criticize China
in Xinjiang, Hong Kong, and the South China Sea, Beijing is able
to rally support from within these developing economies.

The United States needs to change this dynamic by working with
other large market democracies to pursue a significant new devel-
opment initiative with these economies, such as a sustainable
Smart Cities program, include them in the clean network and resil-
ient supply chain initiatives, welcome them to the table as part of
small ad hoc groups on Administration priorities such as cyber, cli-
mate, and corruption, and ensure opportunities for studying in the
United States and other advanced democracies for the next genera-
tion of leaders from these countries.

Finally, I would just note that China’s released the 14th Five
Year Plan just a week ago, and in it highlights priority areas for
China including the Arctic and Antarctica, maritime governance,
and space.
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Xi Jinping has put the world on notice about his next big stra-
tegic place and we should pay attention.

Thank you very much.

[The prepared statement of Dr. Economy follows:]

Prepared Statement of Dr. Elizabeth Economy
INTRODUCTION

Chairman Menendez, Ranking Member Risch, and other distinguished members
of the committee, thank you for the opportunity to testify today on this important
topic of U.S. strategy in an era of great power competition. My remarks will focus
primarily on the political elements of this competition.

China’s leaders seek to reclaim Chinese centrality on the global stage by asserting
sovereignty over contested territory, replacing the United States as the preeminent
power in the Indo Pacific, embedding Chinese economic, security, technological, and
political preferences throughout the rest of the world, and shaping norms, values,
and standards in international institutions to reflect Chinese preferences. In such
a world, political and economic choice globally will be constrained, and U.S. eco-
nomic and security interests will be compromised.

For almost a decade, Chinese leaders have made substantial progress toward
achieving their objectives. Their success is a function of the leverage of the Chinese
market, growing military prowess, long-term strategic planning, strong state capac-
ity, and a multi-actor, multi-domain strategy. At the same time, Beijing’s pursuit
of narrow self-interest and reliance on coercive tactics have engendered popular
backlashes in many countries and rendered it incapable of exerting true global lead-
ership. These vulnerabilities afford the United States a new opportunity to present
and gain broad support for an alternative vision of the 21st century world order.

The United States should begin by reframing the U.S.-China competition away
from the narrative of a bilateral rivalry to one rooted in values. It should also re-
assert its presence in global and regional institutions, coordinate with allies and
partners, pursue its own multi-actor, multi-domain strategy, and develop a national
consensus around American political and economic renewal. These are the building
blocks of U.S. competitiveness. Beyond these steps, however, Washington needs a
bold strategic initiative that engages the larger international community, is rooted
in U.S. values, and gives life to its strategic vision.

CHINA’S STRATEGIC VISION

Chinese leaders offer a new vision of world order rooted in concepts such as “the
rejuvenation of the great Chinese nation,” a “community of shared destiny,” a “new
relationship among major powers” and a “China model.” Once the rhetoric is
stripped away, their vision translates into a significantly transformed international
system. The United States is no longer the global hegemon with a powerful network
of alliances that reinforces much of the current rules-based order. Instead, a reuni-
fied and resurgent China is on par with, or even more powerful than, the United
States. And the international community and institutions reflect Chinese values and
policy preferences.

At the heart of the Chinese leadership’s vision is the reunification of China itself.
Chinese leaders are particularly focused on maintaining control within their own
border regions, including Xinjiang, Tibet, Inner Mongolia, and Hong Kong and as-
serting control over areas they consider core interests, such as Taiwan and a vast
swath of the South China Sea. China also has outstanding territorial disputes with
its neighbors, including India, Japan, Nepal, Bhutan, and South Korea, that it
wants resolved in its favor, Several of these disputes flared up over the course of
the COVID-19 pandemic, as China sought to gain advantage while the rest of the
world was distracted.

Chinese President Xi Jinping also envisions China as the preeminent power in
Asia. China is establishing a network of regional economic and security arrange-
ments that exclude the United States (some by the choice of the United States,
itself). It leads the Asian Infrastructure Investment Bank and the Shanghai Co-
operation Organization. It concluded the Regional Comprehensive Economic Part-
nership (RCEP) in November 2020, has expressed strong interest in joining the
Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP),
and is advancing a free trade agreement with Korea and Japan. It also calls for a
future Asia-Pacific Free Trade Agreement. In addition, China is rapidly developing
the military capabilities necessary to realize its sovereignty objectives with regard
to the South China Sea and Taiwan.
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Beyond its own backyard, China is embedding its technologies, goods, and values
throughout the world via the Belt and Road, and its offshoot, the Digital Silk Road
(DSR). The DSR is the infrastructure of the 21st century: the BeiDou satellite sys-
tem, Huawei Marine fiber optic cables, e-commerce, and, on the horizon, China’s
digital currency and electronic payment system, which is currently being piloted do-
mestically in preparation for a fuller rollout by the 2022 Olympics. China’s Health
Silk Road (HSR) includes the provision of Chinese-constructed hospitals, tracking
systems, doctors, medical devices (one of China’s Made in China 2025 sectors), and
traditional Chinese medicine. China’s vaccine diplomacy has also become a central
element of its HSR. Finally, Beijing maintains an extensive, well-funded program
of student, journalist, and military officer education and training opportunities in
China for citizens from Asia, Latin America, Africa, and the Middle East—including
10,000 full-ride scholarships for students from BRI countries.

As U.S. and other international actors have experienced, China increasingly uses
the leverage of its market to coerce international actors to align their views with
those of China. While traditionally this coercion has been reserved for issues China
deems “core” interests, such as Taiwan, Hong Kong, and the South China Sea, Chi-
nese red lines have proliferated over the past year. Beijing expelled Wall Street
Journal reporters in retaliation for an op-ed entitled “China Is the Real Sick Man
of Asia,” threatened countries’ market access in China if they barred Huawei 5G
technology, and launched a boycott against Australian goods after the country called
for an inquiry into the origins of the COVID-19 pandemic. China’s market leverage
also provides it the wherewithal to pursue programs such as the Confucius Insti-
tutes and Thousand Talents Program—which it is rebooting in 2021 to accelerate
the process of drawing foreign scientific talent to China—that take advantage of the
openness of other countries to advance Beijing’s economic interests and political nar-
rative. And even as China pursues technological self-reliance, Xi Jinping seeks to
use the country’s market to deepen foreign companies’ reliance on it, asserting: “We
will enhance the global value chain’s dependence on China and develop powerful re-
taliation and deterrence capabilities against supply cut-offs by foreign parties.”!

Finally, China’s strategy involves transforming global governance institutions by
reforming norms and values around human rights and Internet governance, setting
technology standards, and weaving the BRI into the mission of more than two dozen
U.N. agencies and programs. In the 14th Five-Year Plan, Chinese officials signaled
particular interest in shaping norms around the Arctic and Antarctica, maritime
governance, and space.

PROCESS AND PROGRESS

China pursues its vision with a strategy that is long-term, multi-actor, and multi-
domain. Chinese leaders advance bold long-term initiatives with targets and time-
tables, such as the Belt and Road Initiative, reunification with Taiwan, and China
Standards 2035. They mobilize and coordinate significant human and financial re-
sources from all sectors of the Chinese Government, military, business, and society
to realize those objectives. And they reinforce a single initiative in multiple do-
mains.

For example, in their pursuit of becoming the world’s leading innovation and tech-
nology power, Chinese leaders set targets and timetables for controlling domestic
and then global market share in a wide range of technologies, rally both private and
state-owned firms to realize the objectives, protect Chinese firms with programs
such as Made in China 2025, subsidize the deployment of Chinese technology
through the Digital Silk Road, place Chinese citizens at the head of international
standard setting bodies such as the International Telecommunications Union, and
flood those bodies with large Chinese delegations and scores of proposals. The Chi-
nese Government is also highly opportunistic: for example, when China headed
Interpol, it proposed that China upgrade the organization’s telecommunications in-
frastructure; it linked a free trade deal with the Faroe Islands with acceptance of
Huawei 5G technology; and it implicitly threatened to ban German cars if Germany
banned Huawei.

Over the past several years, Beijing has made progress on a number of its stra-
tegic objectives:

e It has realized its sovereignty claim over Hong Kong through the imposition of
the National Security Law and expanded its military capabilities and presence
in the South China Sea.

o It also has withstood international opprobrium and targeted economic sanctions
for its violations of human rights in Xinjiang, and it has successfully mobilized
developing economies, particularly from Africa and the Middle East, to support
its stance on Hong Kong, Xinjiang, and the South China Sea.
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e Its trade initiative, RCEP, elevates its economic position within the Indo-Pa-
cific.

e The BRI has laid the foundation for Chinese technology to provide much of the
world’s next generation telecommunications, financial, and health infrastruc-
ture.

e Chinese dominance in U.N. technology standard-setting bodies and capacity-
building on Internet governance are reinforcing acceptance of both Chinese
technology and the more repressive norms and values it enables.

Yet China’s actions have also created new challenges:

e China’s assertiveness and coercive tactics have contributed to popular back-
lashes that threaten its larger strategic objectives. Polls in 2020 and 2021 sug-
gest that citizens in many developed and developing economies do not trust Xi
%i}rllpin;% or China and favor Japanese, EU, or U.S. leadership over that of

ina.

e Rather than undermine the U.S.’s role in the Asia Pacific, Chinese actions have
strengthened U.S. relations with members of the Quad and other Asian part-
ners, such as Vietnam. And the EU has stepped up to enhance its political and
security engagement in the Asia Pacific.

e Significant solidarity among advanced democracies has emerged to protest Chi-
nese policies in Xinjiang and Hong Kong, to call for an investigation into the
origins of COVID-19, and to ban or limit Huawei 5G technology. And countries
are increasingly scrutinizing and defending against Chinese behavior that at-
tempts to subvert the principles of international institutions.

e The absolute number of Confucius Institutes has declined over the past few
years to just over 500—far short of Beijing’s target of 1000 worldwide by 2020.3

e The Belt and Road has become increasingly bumpy. Approximately 60 percent
of BRI projects have been “somewhat” or “seriously” affected by the pandemic;
and several European members of China’s 17+ 1 BRI construct are considering
exiting the arrangement.

REALIZING THE U.S. COMPETITIVE ADVANTAGE

The Biden administration’s Interim National Security Strategic Guidance estab-
lished a useful set of basic parameters for U.S. strategy in the 21st century: pro-
tecting the underlying political and economic strengths of the United States, pro-
moting a favorable distribution of power, and leading and sustaining a stable and
open international system underwritten by our allies, partners, and multilateral in-
stitutions that is capable of meeting the challenges of this century—cyber, climate,
corruption and digital authoritarianism. To realize this future, however, will require
the United States not only to lead with a strong vision but also to operate with a
new degree of humility and partnership.

First, the United States must account for shifting structural realities. By 2030,
or perhaps earlier, the size of China’s economy will likely surpass that of the United
States. China’s population already exceeds that of the United States by more than
four times, providing it a distinct advantage in human capital, whether for advanc-
ing innovation, growing a domestic market, or enhancing global political outreach.
And within the Asia Pacific region, China claims a distinct military advantage sim-
ply by virtue of geography. These factors will require greater reliance on allies and
partners.

Second, the United States needs to integrate American values and ambitions at
home with its leadership abroad, while acknowledging that some of these values are
still aspirational. These values include a commitment to inclusion and equality, free
trade and economic opportunity, innovation and sustainability, openness, human
dignity, and the rule of law. Many of these aims are already embedded but not fully
realized in the current rules-based order. Operating from such a framework enables
the United States to assert a positive and proactive message of leadership that reso-
nates both domestically and internationally.

Third, and related, the United States should make clear that the central challenge
China poses is a value and norm-based one and not, as is often asserted, one defined
by a rising power versus an established power. When competition is framed in a bi-
lateral U.S.-China context, China gains an important advantage. Every issue is ele-
vated into a signal of relative power and influence; and as the rising power, any
relative Chinese gain becomes a win. A framework that embraces values and norms
also is more likely to engage U.S. allies and partners. Conflict in the South China
Sea becomes a normative challenge by China to freedom of navigation and inter-
national law rather than a competition for military dominance between the United
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States and China in the Asia Pacific. It is a challenge that speaks not only to the
United States but also to the 168 nations who are already party to UNCLOS.

Fourth, as many in the U.S. policymaking community have acknowledged, the
United States needs to retool at home. The polarized American polity and chaotic
response of the U.S. Government to the pandemic tarnished the United States’
image and contributed to the impression of U.S. decline.4 Before taking office, Biden
administration National Security Council officials Kurt Campbell and Rush Doshi
argued that the United States would need to rebuild and rethink the relationship
between the state and the market in ways that addressed inequality, sustained
growth, and ensured competitiveness with China.5 The United States needs the
same clear objectives and targets for realizing these goals that it adopts for ensuring
military preparedness.

Fifth, the United States must re-engage broadly and deeply in regional and global
organizations. These organizations are a central battleground in ensuring a “stable
and open” international system that reflects U.S. interests and priorities. The Biden
administration has already rejoined a number of multilateral agreements and orga-
nizations and made clear its intention to seize back the initiative in areas such as
human rights, climate change, and technology. However, it must also remain at-
tuned to new Chinese priorities. China’s recently released 14th Five-Year Plan
(2021-2025), for example, highlighted several priority areas for deeper Chinese en-
gagement in regional and global governance: the Arctic and Antarctica, maritime
governance, regional free trade, and space. The United States should be prepared
for significant new Chinese initiatives in these arenas and should ensure that it can
operate from a position of relative strength, for example, by acceding to UNCLOS
and the CPTPP, and developing a tightly coordinated strategy with allies around
Arctic and space governance.

Sixth, the United States and its allies and partners should create informal work-
ing groups, perhaps within the context of the OECD, to coordinate and advance
shared norms and values as well as to defend against Chinese coercion. In par-
ticular, many U.S. analysts have underscored the need for such cooperation in set-
ting joint technology standards. Developing consensus candidates for leadership po-
sitions in international institutions, ensuring strong representation by democracies
in bodies such as the UNHRC and ITU, and addressing larger issues of institutional
reform, for example, in the WHO and WTO, should also be priority areas for policy
coordination. And, aligning a policy approach to address ongoing Chinese human
rights abuses particularly in Xinjiang, Tibet, and Hong Kong is essential.

A democratic alliance could also cooperate to combat China’s coercive economic
policies. While campaigns to buy Taiwanese pineapples and Australian wine in the
face of Chinese boycotts are important signals of allied cohesion, stronger steps are
necessary. In cases where China boycotts goods from countries on political grounds,
an alliance network could simultaneously boycott or impose tariffs on Chinese goods.
Similarly, when China threatens loss of market access for industries, such as hotels
and airlines, other countries should respond by threatening to take away Chinese
airlines’ or hotel access to their markets. Reciprocity signals to China that other
countries are prepared to respond with more than rhetorical condemnation and lev-
els the playing field for future negotiation.

The United States should also encourage deeper European security engagement
in Asia. NATO Secretary General Jens Stoltenberg has called for NATO to play a
larger role in the Asia Pacific region, coordinating with Australia, Japan, New Zea-
land and South Korea to support global rules and set norms and standards in space
and cyberspace in the face of destabilizing Chinese behavior.6 Europe could take
part in conversations the Quad is pursuing around supply chain resiliency, the pan-
demic, and disinformation campaigns as well.” Importantly, a stronger Europe-Asia
security partnership could play an crucial role in bolstering Taiwan’s security.

Seventh, for the United States to ensure a world order that reflects its values and
normative preferences—and not those of China—and to meet the challenges of this
century requires more than simply cooperation with its traditional allies and part-
ners. It requires forging a new relationship with the world’s developing economies
that is rooted in new economic opportunities for those countries, is imbued with U.S.
values, and is directed toward meeting the global challenges outlined in the Admin-
istration’s guidance.

The breadth and depth of China’s engagement with the world’s developing econo-
mies, particularly in Africa and the Middle East, but also Latin America and South-
east Asia, has provided China with fertile ground for its values, technologies, and
policy preferences to take hold. And it is forging closer military ties with many of
these countries as well. Yet, there is an opportunity in many cases to change this
dynamic.
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To begin with, the United States should adopt a more inclusive diplomatic frame-
work and engage a broader range of countries in thinking through how best to ad-
vance a common strategy on cybersecurity and governance, climate, corruption and
digital authoritarianism. China shouldn’t achieve an advantage simply because it
shows up and listens and the United States does not.

In consultation with the developing economies, the United States and other large
market democracies, such as Germany, France, the UK, Japan, and Australia,
should also pursue a significant new development initiative—for example, a sustain-
able and smart cities program in 25 to 30 developing countries. Such an initiative
would leverage U.S. strengths and those of its democratic allies and address the
broader global imperatives identified by the Biden administration. It would involve
political and economic capacity building around the rule of law, transparency, sus-
tainability, and innovation and would engage not only governments but also the pri-
vate sector, civil society, and international institutions.

While much of a new development effort would require new financial support, the
United States and its partners could also leverage current initiatives, such as the
U.S.-led Clean Network or Quad-based efforts to establish resilient supply chains.
As multinationals diversify part of their supply chains away from China to develop
regional manufacturing and distribution centers, for example, these new investment
opportunities could become part of this new development initiative. Development
agencies and NGOs, such as the Asia Foundation® and Bloomberg Philanthropy,
that support grassroots programs on the rule of law, sustainability, and techno-
logical innovation could also play an important role. They are a force multiplier for
democratic values and should be part of a considered U.S. and allied strategy. And
at the same time, the United States and its allies could reinforce the political, envi-
ronmental, and technological standards in U.N. agencies and standard setting bod-
ies. Creating a new path forward to engage the developing world is essential to U.S.
competitiveness with China, not to mention the future well-being of the inter-
national system.

Finally, even as the bilateral U.S.-China relationship remains overwhelmingly
competitive, the United States should keep the door open to cooperation with China.
There is legitimate space to elevate the world’s capacity to respond to climate
change, pandemics, and global disasters through U.S.-China cooperation. Reconsti-
tuting a bilateral dialogue that supports discussion and negotiation on singular, tar-
geted issues of mutual concern, such as visas or maritime safety, would also be ben-
eficial. And supporting civil society exchanges, such as the Fulbright program and
Peace Corps, that offer the opportunity to share U.S. perspectives and values, have
little downside for the United States and significant potential upside.
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The CHAIRMAN. Thank you, Doctor.
Let me call upon Mr. Shugart.

STATEMENT OF TOM SHUGART, ADJUNCT SENIOR FELLOW,
CENTER FOR NEW AMERICAN SECURITY, WASHINGTON, DC

Mr. SHUGART. Chairman Menendez, Ranking Member Risch,
members of the committee, thank you for the opportunity to share
my thoughts on the military balance in the Indo-Pacific region.

It is a privilege to testify here today. I must note that the views
I will express are my own and do not represent those of any organi-
zation with which I am affiliated.
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What I consider the overall state of the military balance in the
region, my assessment is that we are entering a period of deep un-
certainty, in stark contrast to the more favorable situation of the
past and also in contrast to the situation that, without changes to
current trends, we seem headed towards in time. That is, Chinese
military domination of the region.

In fact, just this week, the Air Force Chief of Staff and Marine
Corps Commandant wrote that, “Based on assessments conducted
by senior military and civilian leaders over the past several years,
trend lines indicate the Joint Force is not ready to satisfy the de-
mands of great power competition in the Indo-Pacific.”

The ongoing trends in the regional military balance that concern
me the most are those related to China’s development of broad ca-
pabilities clearly intended to counter or deter U.S. intervention to
defend our allies. These are most visible in the form of China’s de-
ployment of large numbers of long range and precise ballistic mis-
siles, its growing bomber force, and its rapidly growing Blue Water
Navy.

As detailed in my written testimony, China has been engaged in
what could be described as the largest and most rapid expansion
of maritime and aerospace power in generations.

While the United States and our allies have begun to recognize
and take action to address the challenge, these efforts continue to
face impediments to implementation, and have thus far been of
somewhat limited impact.

But even with all that, invading or coercing our allies within the
region will remain a high bar for China for some time. Our military
has hard-won advantages over China’s based on experience, multi-
purpose platforms, and difficult to replicate capabilities in key
areas such as undersea warfare, stealth aircraft, and the worldwide
reach of our naval forces.

These advantages will take time for China to erode, though we
should remain watchful, given recent indications of focused Chinese
efforts in these areas.

Considering it all, what I am left with is a humbling sense of un-
certainty that I mentioned before. In this regard, the following un-
answered questions come to the fore.

First, will China acquire the sealift capacity to invade Taiwan,
and if so, when? While much recent commentary has documented
the growing level of integration between civilian industry and the
Chinese military, known as military-civil fusion, some may not ap-
preciate the scale of such integration with China’s world-class mer-
chant fleet.

For perspective, China’s shipbuilding industry routinely builds
more tonnage of ships annually than the United States did at the
peak of the emergency shipbuilding program of World War II, and
China’s merchant fleet today totals more than seven times the size
of our merchant fleet at the end of that war, when it was sup-
porting huge armies thousands of miles from home.

Next, in a conflict would the PLA strike our forces preemptively,
degrading their ability to respond? Some analysts assess that
China is unlikely to do so out of a concern of widening the conflict.

However, such an interpretation minimizes a number of factors
in Chinese strategic thought, as well as real-world evidence which
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indicates that they are building a force to be able to do so and prac-
ticing using it.

And finally, how would key weapons system interactions play
out? To a far greater extent than in wars of the past the course
of peer conflicts in the precision-strike era may be dramatically af-
fected by individual weapon, sensor, and information system inter-
actions whose resolution may not be truly known until the shooting
actually starts.

Given all of this, and given China’s desire to gain what they call
war control prior to escalation, our deterrent efforts must focus on
amplifying uncertainty in their minds as it is uncertainty of suc-
cess and a desire to ensure continued internal stability that is most
likely to deter the Chinese Communist Party from engaging in
armed conflict—not efforts to merely impose costs and provide off
ramps.

With this in consideration, my specific recommendations for how
to ensure continued deterrence of Chinese military aggression are
as follows.

First, we should undermine China’s potential plans to strike a
key U.S. and allied capabilities at the start of a conflict by denying
China easy targets within the region, and by building resilience
against command and control disruption.

Next, we and our allies should visibly prepare for protracted war.
This could include measures such as stockpiling critical supplies,
conducting joint exercises focused on interdiction of Chinese mari-
time commerce, and designing easy-to-produce weapons and plat-
forms whose production could be rapidly increased.

Last, we must ensure that our allies and partners and their
publics fully appreciate the threat posed by the growing capabili-
ties of the Chinese People’s Liberation Army and the grave con-
sequences—for them—of a failure of deterrence.

Thank you for the opportunity to testify today. I look forward to
your questions.

[The prepared statement of Mr. Shugart follows:]
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Tremds, Timelines, and Uncertainty: an Assessment of the State of Cross-Strait Delerrence Mareh 17, 2021

l. Introduction

Chairman Menendez, Ranking Member Risch, and members of the committee, thank you for the oppormunity to shaze
my thoughts oa the military balance of power in the Indo-Pacific. It is a privilege to testify hese on matters that are
imporant to the vital national secusiry interests of the United States, as well as those of ovs allies and parners in the
fegion.

T will specifically addsess the ability of the United States—with ons allies and partners—to deter military aggression by
the People’s Republic of China (PRC) in the region, both now and in the fotore. I will then examine PRC and U.S.

bilities, points of vulnesability for China, and impostant points of sncertzinty. Finally, I will offes
secommendations 2bout some of the steps that might be considered to improve and 3 in the hopes
of avoiding what would be, weze it to occus, a catastrophic conflict for zll concerned.

L. St de and ti inr | deterrence

When I consider the state of the milirary balance in the Indo-Pacific, oy assessment is thar we are entering a period of
deep uncerminty. This is in stark contrst to the simation of perhaps twenty years ago, when I'would have
unhesitatingly predicted failase for the PRC in any awempt to engage in military agpression against our allies and
partners in the region. It is also in contrast to the situation that, absent significant changes in cucrent trends, we seem
headed towards in ten to twenty more years’ time: PRC military domination of the region. Along these lines, though
couched in somewhat moze sestrained language, the Air Force Chief of Staff and Marine Corps Commandant wrote
just this week lhal, "Bised on assessments c:mdmxed by senior military and civilian leaders over the past several years,
to inclode mul the p g wisdom is that the readiness and modernization trend lines
mdmnelhzjuimfmceismtmidymndsf_vtbe‘ ds of great-p iton in the Indo-Pacific™

“That we conld be headed towacd that sitnation should be nassprising given the lasger strategic environment. With
rough economic pacity between the United States and China, over a longer timeline U.S. efforts to prevent Chinese
military aggression or coercion in the region will rma against a clear aspmmetry of both geography and aatiogal will
given what the stakes mean to China. As such, efforts to deter China must be extracedinarily focused on the parts of
the United States and our allies remain successful. To date, they have not been. Instead, some of the United States’
focus has been lost to distractions from Russia and the Middle East, while—for example—Tamvan’s focus has at
times wandered to i n ional “statns” weapon systems such as fighter aiccraft and armored vehicles,
instead of the capabilities genuinely needed to deter a Chinese iavasion. While the United States and our allies have
begua to mﬂagnxze and take action to addsess the growing scale of the threat from China, these efforts continue to
face i L inestia as well as impeds from those who wonld be negatively affected by their implementation.
As such, they have thus far been of somevwhat Limited impact in tecms of their implementation.

The angmngmdszahmdmthe(egjnn:lmﬂn::yb:]mﬂntmm the most are not those directly ted to

for example, Taiwan and Tai djacent forces of the People’s Libecation Acmy (PLA)
Rathes, T am most concarned about China’s development of beoades segional capabilities which ace clealy intended to
couater or deter a U.S. intervention to defend our allies against Chinese aggression through the imposition of
peohibitive costs, or the threat thereof These are most visible in the form of China's deployment of lasge aumbers of
capable precision-strike Intermediate Range Ballistic Missiles (IRBMs), its prowing long-range bomber force, and its
sapidly growing blue-water navy.

Tn my estimation the mid-to-late 20205 may be the period of greatest peril for 2 failuss of deterrance in the region.
This timeframe will see the trailing edge of a peciod of mass retisement of late-Cold War-era U.S. platforms, combined
with the continued growth and modernization of China's ter-i ion forces. In particular, the retirement of
the Navy's oldest crnisers, at nearly the same time as that of its four guided-missile sohmarnines (S3GNs), will result in

Center for 8 New American Security
Bold. Innovative. Bipartisan. 5th Stroat MW, Suite 550, Washington, DT 20005
T: 202.457.9400 | F: 202.457.9401 | CHASorg | @CNASde
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2 signi deop in the availible avmber of vesticallaunch missle tobes dhat could be deployed in suppost of 2
segional contingency. This will ocour before many of the most imp China-focused changes impl 1 by the

United States and its allies begin to bear fruit, but after sufficient time has elapsed for China to rectify some of its
cnsrent capahility gaps—for example, its capacity for sealift across the Taiwan Strait.

ter ion in a regi | conflict

Ill. PRC capabilitics to deter or deny U.S.

In an effort to prevent or deter a U.S. intervention in the segion, LhePLAhzsbeenengagedmwhnmuldbe
accugately deseribed as the lasgest and most fapid ion of and power in i Based
on its scope, its scale, and the capabilities being dev-alaped this buildup appears 1o be specifically desxgued to threaten
or hold at arm’s length US. forces across the Indo-Pacific. Some of the most obvious manifestations of this can be
seen in three specific areas:

1) The rapid giowth of the PLA's long range missile force: Probably the most well-kaown thieat to US. and

allied forces in the western Pacific is the huge arsenal of precision-steik I d ballistic missiles
Eelded by the Chinese PLA Rocket Force (FLARF). Already by far the world's largest, this force continves to
geow at a rate that only makes sense for the purpose of th ing U.S. forces thronghout the region. This is

most appaent in China’s force of DF-26 TREMSs, agguably one of the crown jewels of the Chinese miitary.
Specifically, the Department of Defense’s 2020 China Miliracy Power report recently revealed an apparent more-
than-doubling, in a single yeas, of China’s inventory of DF-26 linachers. We know from Chinese TV footage that
DF-26 uaits practice reloading missiles soutinely, and that the missiles have different wachead types that ace
swappable. Thus, if each of the 200-0dd lanachers had ooly one reload missile available (and there may be well
moxe than that), this would eventually mean an IRBM fosce of more than 400 missiles, neacly all configurable to
anti-ship or land-attack missions, inclading avclear steike.

Given that China’s DF-26 missile has been known abont for sevesal ears, one might be tempted consider its
deployment to be already “baked in™ to idesati of cross-strait d and of the U.8s ability to
intesrvene in a conflict. But the apparent scale of the IRBM force’s expansion matters: going from what had been
dozens of medinm range missiles, to what instead may be hundreds of much longer range ones, will deive changes
on 2 aumber of different levels. Quantitative changes of this magnitade can deive qualitative effects in 2 number
of ways.

Figst, the aumber of available Anti-ship Ballistic Missiles (ASBMs) could broaden the PLARF's anti-ship mission
from what has beea thought of as a "casrer-killec” role to a broader and mose genesic "ship-killes" mizsion. China
itsalf descaibas the DF-26 26 capable againse asge avd mediun-siye shis. With 5o masy moce ASEMs 2t haad,
smaller groups or individo: h as d , and especially logistics ships—could become “ASBM-

wosthy”. In 2 similar vein, given the ability to swap the DF-26' wacheads to 2 land attack mission, 2 more
massive force of them cauld comgplicate the execution efforts such as the US. Marine Cosps’ &p.Edﬂllﬂlﬂ:;

(EABO) concept. As long as China maintains a robust space-based
seasing capability, ground uaits that transmit via means such as nda:, drone control equipment, o command.
and-control (C2) cicenits, could be subject to attack by sub quipped IRBLLs anywhere within the First

and Second Island Chains.

Another way in which 2 DF-26-equipped PLARF could change things wonld be theough its mnch greater seach,
in partienlar the specific additional areas that & conld steike. In the Philippine Sea, areas of selative sanctuary
beyond the sangs of the shorter-rznge DF-21 lis well within cange of the DF-26 (See Fignee 1). These areas have
‘mattered in how American and allied defense thinkers have looked at the regional anti-access /area-denial
challenge (A2/AD, a term that did not originate in China), having previously posited the ability to operate forces
reasonably safely ontside the First Island Chamn as a means to enable episodic operations closer-in to defend

locations such as Taiwan Looking further 1 Chinese ists have ob d since the eady 2000s over
Center for a New American Security
Bold. Innovative. Bipartisan. 5th Street MW, Suite 350, Washington, DG 20005
T: 202.457.9400 | F: 202.457.9401 | CHASorg | @CNASde
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the "Malacea dilemma”, refercing to the vulnerability to interception of China's ol imports from the Middle East.
With lasge aumbers of IRBMs, the FLA could have the ability to stiike U.S. and alled wasships auempting to

in such a blockade across southeast Asia. And similar missile coverage could extend across the vital sea
lanes leading from the Middle East to Asia and Evrope, with coverage extending from PLARF bases in western
China (see Fignze 2).

One factor related that may be suppostiag the PLARF's geowth in long range missiles is the apparent deployment
by the PLA Grouad Force (PLAGF) of 2 new long-range Multiple Linach Rocket System that appeacs capable of
sanging eithes much o all of Taiwan, depending on the vaciant. By putting weapons in the hands of the PLAGF
that ace capable of conducting strikes across Taiwan, some of the shorter-range uaits of the PLARF may be able
to convest to longer-rangs missles, accelesating the transition of the PLARF from 2 force mostly focused on

steiking Tairvaa with short caage ballistic missiles (SREMS) 1o oae capable of beoades goals suck: as detecring os
deaying US. i inp flicts across the Indo-Pacific.

To be suze, a3 has been discossed by the U.S. Navy's leadership before, the range accs of the PLA's missiles ace
aot impeastrable, and the PLARF is ot the first A2/AD challenge that the Navy and Marines have dealt with.
Thess will, without a dowbt, be a back-and-forth berween seekes and jammes, hider and finder, that will
mitigate—to 1 degree—the theeat of the PLARF's long range missiles. But it is hard to deay 2 substantially
increased level of sisk, and over a much lacger azea.

The challenges discussed above ace by no means resteicted to U.S. maritime power p as the story is
perhaps even worse for lind-based tactical airccaft and bombers. Ships are at least moving tacgets, whereas fixed
Iand bases exist at 2 known latimde and longitmde, ooy 3 few kepsteokes away from targeting. In 2017, 2 coll

of mine and I at the Center for a New American Secusity estimated that a pre-emptive Chinese missile steike on
U.S. bases in Asia could crater every ranway and maway-length taxiway at every major ULS. aic base in Japaa, and
d.eslzuy more Ih:n 200 aireraft on the grouad We also estimated that, in addition to shorter-range missiles, an
+ of approzimately 60 DE-21 medinm-range ballistic missiles would be necessary to conduet such 2
strike ! cnmamng the National Air and Space Intellipence Center’s recent estimate that China now possesses
“spprozimately 3507 medimm and intermediate range ballistic missiles, the threat appears to have become graver
than we estimated ?

In addition, since we issued ous report in 2017, open-sonsce imagery now indicates that China’s ballistic missile
forces may be developing the ability to target specific U.S. high value aireeaft. This previously uapublished
imagery (see Figuee 3), from the PLARF’s hallistic missile impact range in westeen China, shows the use of what
appeacs to be 2 mock target specifically designed to imitate a parked E-3 Sentey aichoene early warning and
conteol airecaft (AWACS) While previons aiceraft tacgets at this tast range were mostly older Chinese models,
sufficient to test the efficacy of ballistic missile warheads targeted at a specific location, the nse of 3 mock target
bl to cepresent a specific U5, aircraft (ype (a0 othec nation in the segion operates them) may indicate the

1 of 3 warhead with the capability to recognize and home in on specific airecaft, rather than having to
I:]znlmt an entire airfield with munitions. Tf operationalized, this advance conld reduce the sumber of missiles
required for the PLARF to destroy key aireraft at U.5. and allied airfields throughout the region.

2) The modemization and growth of China's long-range bomber force: In zecent yeass, China bs also

ds d the bility of its force of long-range strike aircraft China has the world’s only operating
bomber pmd\wtnnn line (see Fignse 4), which has been producing brand-new, long-range aircraft seemingly
built to stoke A 3 and allied bases well away from China’s borders, and to overwhelm U.S. carrier
strike groups.
CGorzaks Themat toUS. Bases In A’ (Caner for @ New Amercan Sacurty, 2017), 13
Trrsar 2024), 25.
Center for a New American Security
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Before the last decade, China’s bomber force had fxisdy limited capabilities. Centered around the Xi'an Aircraft
Company’s H-6, 2 dated copy of the Soviet-ema Tupolev Tu-16, its aiteraft only carsied 2 small sumber of missiles
of fairly limited capability and could deliver them to 2 imited range. This began to change in 2009 with the
introduction of the H-6K, 2 major redesign and npdate of the basic sicframe. Equipped with completely new
engines and avionics, the H-6K enjors 2 much longer combat sadins (sbost 3500km), and is capable of casring
thres times the aumber of missiles (6 compased to 2 each in p ions), with each land-attack cruise
‘missile having 2 much longer range compared to previous versions.

L ing the imp provided by the PLA Air Forces H-6K, the PLA Navy has gained its own
emasitime strike-focused version of the airceaft—the H-6]. First seen in 2018, the H-6] is capable of cacrying 6 Y-
12 long-cange supessonic anti-ship craise missiles (ASCMs), again three times a3 many 15 its predecessor. Mors
zeceatly, China sevealed the development of a new model, the H-6M, which is capable of 1ecial refueling and
cacries 2 single, air-lanacked ballistic missile, with what appears to be a hypessonic glide vehicle. While itis s yet
wacleas what tacgets the H-6N’s new missile is intended to strike, with the range extension provided by refoeling,
the reach of China’s bomber force will grow eves focther.

It is impostant to note that it is not oaly in individual platform capability that China’s bnmba: force has been
improving, but also in oumbers. China is not mecely replacing older bombers with improved ones; it appears to
be growing the size of the force as well. Pﬂmmlhenmadwhm of the H-6K, most estimates were that China’s
H-§ inventory was in the mid to low-100z, with a total production roa since the eady 1960z of about 200 airceafe.
In osdes to attempt to determine the approximate size of China’s bomber force, over the last several years 1
condneted two sucveys of availible commereial satellits imagery, nsing open-sonsce lists of Chinese bomber bases.
“These conats, which did not inclode any sicecaft in fight, in hangars, deployed to secondary aicfislds, or otherwise
missing from imagery, produced results of st over 200 aiceraft in 2018, 2nd mose than 230 in 2020. Given that
China has a number of secently-built or upgraded H-6 bases which have sheltess for their aireraft, the actoal
oumbess may be higher if bombers have already been assigned there and packed nades cover. In any case, while 2
handful of airecaft in these totals may have been tackers or training aircraft, it is clear that China’s bomber force
likely now aumbers well over 200, and has been prowing substantially since production of the newer H-6 variants
commenced. When combined with its potent conventional ballistic missile force, China’s long-range steiking
power will be vastly greater than would be necessary to deal with any regional challenges, and seems cleady
disected at gaining the ability to deny U.S. forces the ahility to operate with reasonable risk at ranges from which
they could deliver effective support to our allies within the First Island Chain.

3) China’s world-class naval expansion: In sacent decades China kas growa to be the wodd's Pmmner sea power
by most measuces. In theee of the pillass of maritime power—fiching fleets, hant shi lawr
enfoscement —China holds alseady holds first place. China’s shipbnilding industey dwacks dhat o.f the Usited
States, building 23 millios toas of shipping in 2019 compaed to just over 130,000 toas from American yacds. The
same is troe in maritime law enforcement, with China building coast puard cutters and “maritime safety” vessels
weighing over ten dhousand tons, lacger even dian onx Navy's newest destroyers. China's huge fishing feet, alio

the would's lacgest, is depleting fish stocks worldwid iously off the coast of South America in
xemlmmﬁhs_]nthzvznguanicfﬁhzﬁshmgﬂezuslfn(czof bsidized and directed mariti
militia, with vessels specifically 1 to be able to liy ram others.

Itis only in the realm of hard naval power that the United States has retzined superiority, though the trend Lines

even there are distinctly negative. In addition to its growing regional zir and missile strike forces described above,
in recent years China has engaged in 2 naval buildup valike any seen since the U.S. “§00-ship Navy” effort of the
1980s. X Jinping has declared on more than one occasion that China must have 2 “wodd-clazs naval fosce”,? and

torce,” GGTN, Aprl 12, 2018.

Center for 8 New American Security
Bold. Innovative. Bipartisan. 5th Stroat MW, Suite 550, Washington, DT 20005
T: 202.457.9400 | F: 202.457.9401 | CHASorg | @CNASde



20

Tremds, Timelines, and Uncertainty: an Assessment of the State of Cross-Strait Delerrence Mareh 17, 2021

ag of naval ion appears to be und to make that a reality. As an example, dusing the five
yeass of 1952-1986, the U.S. Navy procused B8 warships:* over the years 20152019, China appeass to have
launched the same oumber. As a predictable result, the U.S. Department of Diefense gecently revealed that China’s
savy is now the “lasgest navy in the woild” in tesmus of the sheer number of ships (see Figure 5). Chinese
shipyards have been seen churning out luge numbers of wasships, inchoding aircraft carriers, state of the art
colti-mission destroyers, and crnisers that ace the wodd's largest duction sucface comb: This
naval buildup does not appear to be nnbalanced in natuce, as China has a]so been constructing modem at-sea
seplenishment ships and amphibious assanlt ships to cacey its capidly-expanding Masine Cocps.

Many Lave pointed out, and not i iy, that China’s warships have been on average much
smalles; that the U.S. Navy remains much larger in tecms of its overall tonnage, ie., the shees heft of the force.
Assuming that combat power at sea has a somewhat comparable density amnngmodam wasships, tonnage may
indeed be a better measuce than the sumbes of hulls# But by that measuse the trend Lnes aze little better. By my
caleulations, from 2015-2019 China linached almost six bnndred i d tons of warships, conghly fifty percent
‘maore than the United States launched over the same time period (see Figuse 6). While the U.S. Pacific Fleet is
cugrently lazger than the PLA Navy by tonnage, my rough calculations indicate that, on cuzcent trand lines, the
PLA Navy will reach near-pasity on this basis as well in fifteen to twenty years. Given that there are ongoing or
plnned major expansions both at the primary shipyard that builds China's sucface combatants and aiceraft
cacsiecs, and at the one that builds its aucleas submasices, it seems that the pace of Chinese naval shipbuilding is
walikely to slow over the long-tecm.

When we consider China’s historic economic expansion over recent decades, this aaval buildup should not
sucprise ns—it follows the pattern laid out more than a century ago by the seminal American naval thinker Alfred
“Thayer Mahan: that “the flag follows trade”. Vigosous and growing trading nations like China pain overseas
intesests and become dependent on trade routes, and then work to gain the means to protect them. This is a self-
ssinfosing eyels whers the Chiness economy's sver- g:mng:ppenm for Emgymdnwmmﬂs, aswell s 3
prowing acray of Chinese d Chinese p of
insecngity. This feeling of insecurity is most cleasy ,nummd by what was descu'bed by Hu Jintao ia 2003 2
China’s “Malacea dilemma”, 3 secognition that China’s enecgy supplies could be interdicted by hostile foreign
nations in steategic lcn::lims Prior to China’s industrial development, no such dilemma existed; bot as Chena's
economy continues to grow and become d dent on access to and mackets, this
fesling of insecusity, as well as the resulting appetite fm the militasy means to solve it, continves to grow—and it
is 2 process that is not going to stop or go away. As 1S, Naval War Collage professors Toshi Voshihara and
James Holmes stated in their seminal work on the modern Chinese Navy, Red Srar Over the Pacific

“China’s maritime presence and actiwism are permanent hecanse the fumes lmpdhngnt to ﬂm seas are
struetural in natase. They are basic to porary China A th 1
has reosiented the nation towasd the seas since paramonnt leades Deng Yiaoping linnched his reform and
opening peoject four decades ago. After decades of integration into the global economic ordec—defined as it
iz by maritime commerce—the Chinese state and society have come to depend on free access to and free nse
of the seas for their well-being and even their suevival That reliance has compelled Beijing to develop dusable

commercial and military means to surtare and protect the nantical sonsces of China’s wealth and power ™1

As the mternational scope of China’s i has ded over time, the horizons of China’s
strategic thinking have broadened cocrespondingly. In the 1980s, China's leaders established a timeline with three

e for Cangress”, January 26, 2021
w5 Pacp usg Dtores, Ssp 1, 2000
uid incly
G2and cope
‘natte damaga
T Yoshirara and Holmas, Red Star Crvar the Pacific. &
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broader goals for the PLAN: by 2000, developing forces sufficient to exest control over the sea regions within the
First Island Chain; by 2020, extending control out to the Second Island Chain, running from New Guinea up
throngh the Mariana Islands to northern Japan; and by 2050, to develop a truly global aavy. In 2004, President Ho
Jintao provided a further npdate to the PLA’s guidance with 2 declaration of “New Historic Missions” that
broadened the FLA's gouls 1o encompass “fas seas defense”, covesing seas past the Fisst Island Chiain. In moze

seceat yeass, the PRC’s 2015 Defense Whits Paper explicitly inchaded defense of and sea Lines
of commuaication in its goals, to be accomplished by the added mission of “open sexs protestion”, signaling 2
aeed to be able to project powes wh China’s i L. As outgoing PLA Navy chief Admizal

W stated npon his departure from office in 2017, “wherever the scope of the nation’s interests extends, that is
whese the pesimeter of our combat development will reach ™

Some ol might ides that China's und dable desice to protect its overseas interests and defend its
maritime trade is 2n anodyne one. After all, such a statement on the past of other nations (and many do say
similar things) would raise little alarm. But this is lagely becanse of what would be assumed 1o be benign intent
on the part of other nations ox, in almost all cases, a lack of any real ability to do 5o on a lage-scale basis. Butin
the case of China, we see a nation that seems to have the motivation, maritime industrial might, and iron will 1o
puwv_:mgm—emwmdsmeunmlydaﬁexantmezmngasmdsmmgythn,:fmmahzed would take the form of
Iy bility of 2 scale that many Western observers have not quite come to flly

appszhend, and that is ouly now taking shape befors us s T have described shove.

In summary, whea one coasiders a Chinese militacy that includes an ever growing and highly threatening ballistic
missile force, the development of a large force of long range strike aiceraft, and 2 highly capable and rapidly growing
blue-water navy, it hardly seems Like a defensive focce intended oxly to uphold Chinese sovereignty, prevent piracy,
ete. Rather, China's military seems like a foree being forged specifically to be able to deter or prevent U.5. military
intervention to defend our alkes and partaers, and to eventually be able to seize and maintain control of key macitime
routes across the region.

IV. U.S. capabilitics and PRC vulnerabilitics in a cross-Strait conflict

Even given the develop i d shove, invading or coercing our allies within the region will remain 2
high bar for the PLA. Additionally, as the PLA hes its bt funha::my&omnsshanesmseucho{
Pawe:pmpecunn,nnsmmmgumngnsownnewwlnnabilmesasmhegnsmmmmmsammnthgmdmnnﬂ

Amesican markers of wodd-class military capabiliry.

1) U.S. capabilities to intervene in a cross-Strait conflier: The U.S. military has hasd-won advantages oves the
PLA based on opesational and warfighting experience, flexible and amlti-pucpose platforms, 3nd diffienle-to-
seplicate capabilities in key wacfare aseas.

Furst, the U.S. mulitary has gained i d l-world combat operations over decades of
conflict in the Middle East and Central Asa, w]:mls d:ePI.A hzs had lmtle combat experience since its invasion
of Vietnam in 1979, At sea, the 115, Navy has had g of exp operating worldwide, whereas the
hu]ka{thePL&watypmallysuvswaﬂnnﬂmlmmemmsdthewesneml’xmﬁc,wnhsmlla:nmnbmnf

hed on mi such 25 aatlpicacy patcols in the Red Sea. All of this should peovide 2 lavel of
ﬂbil.‘:y and capahbility for U.S. forces to respond to i that may not be
matchied within the PLA. This may be tme, in particalaz, in cases where naits of both sides may lack guidance
from above due to distupted One o factor to ides iz the possibility that U5,
experience gained mostly fighting insncgents in permissi ; weill ba of litdle wility (and pechaps even

negative ntility) in knowing how to fight 2 major war against a peer competitor.

& Toshi Flad Star Owar tha [Annap: ress, 2018), 132
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While some observers have applanded China’s apparent focus on asymmetsic means of fighting, such as the use
of wtificial nielligence, unmanned sysiems, and ballistic missiles, we shovld heep in mind that the multi-puspose
natuce of U.5. power projection platforms may also help to provide op bility in 2 conflict.
As a specific example, consider the Navy’s Adeigh Buske-class destzoyer. This modern U.S. sucface combatant,
the evolutionary winner of centuies of warship development, can engage in diverse mission areas such as long-
range anti-aircraft defense, steidke wasface, anti-sucface warfase, and anti-submacine warface. If cut off from
communication, it can use its own sensors to locate and attack enemy targets and defend itself and others; if its
information systems ace affected by cyber-attacks, these ace personnel onboard who can take corrective measuces
to patch and restore them to service. By contrast, a battery of ground-based missiles has no significant capability
to detect tacgets or to defead itself; if cut off from communication, its militasy capability is reduced to near-zeco.
If nomanned combat systems ace similady cut off from communication, their capahility may also be severely
affected, at least in the abseace of teuly forward-leaning lethal antonomy. While it is difficult due to classification
and othes factors to charactesize the struggle that would sucely take place to gain 2 command and information
advaatage in a cross-Strait conflict, what we can be sure of is that such efforts would be taking place on both.
sides, with motoal degradations of these fuctions Liely to sesult. Ove the consse of 2 loages segional contlit
such as a blockade or a stal ion, this seems likely to favor U.S. and allied forces due to their greater

Aexibili 1
i3 P

and

Benefiting from decades of investment, the United States also holds significant military advantages in areas such
as nndersea warfare, stealth aiceraft, and the woeldwide reach of its naval forces and Masine Cosps. These aceas,

iouladdy techaically-demandi messuehlsﬁuhmmqmehngmdsbedthtechnolngy,wﬂlukenmfu:m
China to ernde, though we should remain watchful given secent indi such 3 China's apparent building of
aew class of submarines, as well as the fortheoming debut of China’s own long-rangs stealth bomber. wadmg
against thase U.S. militaey advantages, oves time the cost of individual plitforms o which the U.S. milicary selies
has gone up, with resulting rad in the aumk lable given othes sach as ongoing
combat operztions 2nd sising pessonnel costs. As 2 result, 25 some of the Last waves of late-Cold War IS,
platfocms etice, the US. miliasy s sesing ongoing seductions ia the sumber of combat-capable platfosms

dable, with 1 of some of the Navy’s most capable surface combatants, 3 mid-2020s trongh
in the number of auclsar.p 1 fast attack submarines, 2nd an Air Force aireaft inventory whose verags age
has inereased to almost 30 years. While the Navy, for one, has 2 plaa to increase its aumbers in coming years,
mch of the techaclogy mpporting its proposed use of nnmanned vessels is still developmental in nare, with
deployment at 2 meaningful wacfighting scale still years away and without cestainty of suceess. The level of
budgetary support o achieve fulfillment of this plan also seems somewh in given budget o
selated to the COVID-19 pandemic, as well as nad inmal mistrnst in the wake of tronbled
programs snch as the Littoral Combat Ship and Znmwalt.class destroyer

2} PLA vulnerabilities in a conflict: Perhaps the greatest mulnesability that China faces in its ability to coerce or
invade oue allies and partners in the segion is its lack sufficient amphibions sealift capahility to deliver and sustain
an imvasion force. Recent added focns on the part of both Taiwan and Japan in developing their own A2/ AD
capabilities should help to exacerbate this Lmi by focusing on the use of weapons such as mines and ASCIMs
to inflict Iosses on PLA amghibions forces. The actualization of this can be seen in Taiwan’s ongoing deployment
of supersonic HF-3 ASCMs both at sea and ashore, 2 planned guschase by Taiwan of a5 many as 400 suhsonic
Harpoon ASCMs from the United States, and Japan's ongoing development of a new, longes-range ASCM.
Additionally, in recent vears the U.5. Department of Defense has developed or purchased a number of new
ASCMs such as the Maritime Strike Tomahawk (MST), Naval Stetke Missile (INSM), and Long Range Anti-Ship
Missile (LEASM) in an effort to rapidly increase its ship-killing capahilities in the wake of decades of relative
nglz:x of this mission area. It has also eml::r_bed on efforts to upgrade existing Harpoon ASCMs and has re-

duced their use onboard U.S. attack sut
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Moze points of PLA vulnerability ave likely to emexge as China continues to develop the capability to engage in
long-range power projection, as the forces that it will need te do so will become subject to interdiction in manners
similar to those that that have provoked about the vulnerability of 1S, power projection platforms. Put
simply, if one desires to go somewhere over the sea or through the air, one will have to leave the protective clutter
of the earth, as well as the protective nmbrella of defensive coastal sensors and weapon systems, and become
subject to detection and attack on the open sea o airspace. More specifically, China’s new aircraft casciers and
large amphibions ships will make Incrative tacgets for U.S. attack submaines, having to venture into deep watsr if
they are to project power outside of China’s near seas. China’s auclear submasines are noisy and still mited in
anmbers, and thus also would be subject to detection and destmction after they leave their home waters. The
level of support required for China’s lacge bombes fleet will probably Limit them to a elatively small aumber of
kaown fixed bases and avemmes of approach, making them also subject to destruction in Hight on their way to
distant tacgets. The relevance that all of this has for a regional scenario is lagely related to how fac PLA power
projection focces will be able to push back U.S. and allied forces, and what costs China may suffer in doing 20 a5
its newer, prestige platfosms come nader threat

V. Points of uncertainty

Considesing all of the fictors di d ab dinarily rapid ad in Chinese milifacy capahilities,
enduring US. and allied strengths, and new U.S. and allied wasfighting initiatives—what I am left with is 2 humbling
sense of ity s to the sp of possible zesults in 3 ragional conflict. We should remind ousselves that

thece has ot been 3 major power contflict, pacticulady at sea, within the last 75 yeass. Entire genecations of weapon
systems have come and gone without sesing significant use in pees combat. As  specific dsta point, it bears
considering that the only cusendy commissioned warship in the U.S. Navy that has suak anothes warship in combat
is the USS Constimtion, from the Was of 1512,

To provide some perspactive for whea one hears confident predictions about how a majos U.8.-China war would play
oo, it beass consideding that dusing the list majos powes was ia the Pacifio, most platfoums iavolved eaded up being
wsed for quite different pucposes than those for which they were originally desi 1 intended to be the
main stelking fosce of both sides’ navies, cnded np being vsed mosdy for shoce bombardment and anti aiccraft
definse, with aisoraft cassiecs (thought to be most useful s scouts) raking the place of the striking asm of the feets.
US. sub fed mostly fos soonting aad atisition of eveany batleflect, ended up being focnsed oa siaking

Fant ships and g the Jap . The B-29 bombez, which was osiginally developed to intesdict
flects in mid ocean from bases in the continental United States, ended up mostly being used to firchomb Japanese
cities. ? Considering this, we would do well to exescise humility in ous planaing for the farace, 2ad do what we can to
ensuze that the forces that we do deploy ase as resilient 2nd fexible 33 possible.

With this sense of nncertainty i mind, in my the follow: d ions come to the fore
regarding the fomre regional military balance and state of detamce

1) Will China close its gap in sealift capacity? While some mar take comfort that China may appear to lick

sufficient amphihions lift to conduct a t for ple, this is not a factor npon which onr allies”
and partners’ defense should rest, 25 China may be able to close this gap faster than may be commonly
nnderstood.

First, while recent commentary has documented the growing level of integration, as part of China’s Military-Civil
Fusion effoct, herween Chinese civilian indostry and the PLA, some may not appreciate the scale and pace of such
o or of the & in relevant Chinese merchant fleet capabdities in recent years. Take for an
example the case cxfBohal Ferry Group, the primary Chinese fecry operator across the Yellow Sea. As described

*lan Tol, it Wastam Paciic, Mawr Yorc WW. Norton & Company, 2020), 335
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by the manager of the group (a Communist Party Deputy), n recent years the group has constructed 7 new large
roll-on /soll-off passenger ships specifically built to national defense requirements, has used them to transpost
ity equipment mose than 40 tanes, and has increased its fessies’ vebicle capacity by a factor of 100 oves the
last 20 years. This sort of vehicle transportation capahbility could Iy to China’s overall sealift
capaciy, in 2 manner not Iy d for by of the PLA Navy’s amphibious feet.

Next, we must consider that given the scale of its status as the wosld's lacgest shipbuilder, as well as the fact that
its prime shipyards ace dual-pucpose producess of civilian and militasy vessels, China may be able to build sealift
capacity fast enough that we m:j' already be within the window of strategic susprise with respect to China’s

pabdity to conduct 2 ion. That is, China may be able to increase its sealift capacity, one of the
last missing pieces in its abiliry to invade and coerce its neighbors, fastes than the 1.5, and its allies may be able to
‘make strategic changes in response, given the typical pace of change wnlnn our democratic s)mems Fm- some
perspective on the Chinese shipbuilding capacity to which T am g, ducing the emesgeacy shipk
program of Wosd Was II, which supported massive, mechanized acmies in two theaters of was thousands of
miles from home, U.5. shipbuilding production peaked at 18.5 million tons annually,™ and the United States
£inished the war with 2 merchant fleet that weighed in at 39 million togs ' In 2019, dusing peacetime, China budt
moce than 23 million tons of shipping, and China’s merchant flaet (including Hong Kong's) totals mare than 300
million tons. We would also do well to aote that China’s shipyards have recently commenced secial production of
large amphibions assault ships, with three 40,000 ton Trpe 075 Landing Ship Dock (LHDs) lnached within the
past two years alone.

Finally, we would be wise to assume that China will being all of its toals of masitime power to beas in ensnding
suecess in a ragional conflict, including the nse of the China Coast Guard, the wodd's lacgest such foree; and its
fishing fleet, spacifically in the form of the People’s Asmed Forces Masitime Militia (PAFMM). In something Lke
the form of 2 reverse-Duakick, we should expect that instead of oaly dealing with dozens of gray-painted PLA
Navy amphibious vessels and their escorts, we would likely see an effort supported by many huadreds of fishing
boats, merchaat ships, and Coast Guard and Maditime Safety Administeation vessels. It is worth noting that
Chinese PAFMM vessels have already been seen nsing radar reflectors and other tools to increase their sadac
sigaatuses to sesemble that of rcger vessels;' i the event that U.S. 2ad allad weapoas such 2s ASCAs 2ad

does ace nnable to effect i key amphibious assaul: ships and all of the other vessels
that may be provided 2 decoys, wemyﬁndﬂmmmbarofmn—shpwezpms able to be brought to beas to be
lacking, especially given what are likely to be vigorons Chinese efforts at jamming, spoofing, and missile defense.

2} In aconflict, would the PLA strike U.S. forces presmptively, degrading their ability o respond?® As
China’s ahility to steike 1S, forces in the region has grown, some analysts have continued to assess that China is
wnlikely to quickly strike major 1S, bases and forces in the egion, out of a concern that such 2 move would
widen a conflict in a way that China would not desire. This may be true, with the United States and irs allies able
to marshal and disperse forces before major damage is done, thereby retaining sufficient military capability to
cespond meaningfully in support of our allies and partners dusing 1 regional conflict. An optimistic reading of
Chinese strategic documents would support this view, focusing on China’s that its d ine of “active
defense” is larpely defensive i nature, that its prefecred concept of “war control” would seek to keep a crisis
below the level of military conflict, and tha it would in any case seek to minimize the spread of any such conflict
to additional conatries

Such an interpretation mnmmzes 1 number of factors which indicate that, in some situations, China may indeed
opt for lagg le and pro ptive strkes against U.S. forces and bases in the repion. First, as other
analysts have pointed ont, China’s stratepsc writings advocate, in cases whese conflict seems inevitable, “seizing

.ys. Trands and ¥ August 1984,
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the initiative early, through rapid, viclent, and possibly pre-emptive artack "2 The natuce of precision strike
weapous, coupled with the selaive diffculty of seplacing modecn snd sopbisticated weapon systems, bas also

created powecful & rages in goig d going big—in « conflict. This factos is ampliied by
what seem to be additional offense-d tages in the cyber and space domains. Finally, and
pednps ‘most obvigusly, the PLA appears to I:e putting significant resources into building just such a stke force,
as d above, and has been seea and testing it accordingly (see Figures 7 and 8).

3) How would key weapon system interactions p]ay out? To a far greater extent llnnm major- power wars in
ke past, the sesclution of peer conflicts in the precisi ke eca may be d Ly affectsd by individ
weapon, sensor, and i system i ions whese sesolvtion may aot be truly kaowa vadl the shocmng
actoally stacts. Given the smallec becs of pl the of i ipons, and the relative

difficulty of ceplacing all of them, the consequences of the intesplay of jumme: verss seeker, seasor vessus
signatuse, and hacker versus data stream are likely to propagate from the tactical to the operational and pechaps
strategic level in ways not seen befose. As ane specific and obvious example, a conflict whee China’s ASEMs

conld be consistently made to miss theongh the use of j might be a completely di war than one
whese that was not the case. We should expect to be susprised, and the abiity to adapt quickly may well be the
Eey to victory.

VI. Policy recommendations

Given the scale of the problem, aad in light of China’s ongoing imp in military capability, we must carefull;
facus ous efforts to ensure continved detsrrence of Chinese aggression.

In pasticular, we must wock in conjunction with onr allies to ensuge continved cross-Taiwan Strait deterrence, as the
military and geo-political consequences of a forcible incorporation of Taiwan into the PRC would have grave effects
on the regional military balance. Were China to gain control of Taiwan’s east coast, the PLA Navy—which is cusrently
forced to transit via First Island Chain choke points—would gain direct access the open ocean from Taiwan’s east
coast ports. More specifically, China’s submarine force—which for now has to transit shallow waters sucrouading all
of its ensrent bases—could gain immediate access to the deep water of the Philippine Sea (see Fignce 0). Wese China
to base long-range ASCM: and anti-aic misslles on Taiwan, the area coverage of these weapons (see the red ace in
Figuce 9) conld extend across the near-enticety of the Luzon Strait, which constitutes the largest exit from the South
China Sea to the Philippine Sea and cover the most vital shipping routes to Sonth Korea and Japan (see Figure 10).

In case of a failuce of detecrence, or were U.S. forces d.uven wa’iﬂ!d.!lwﬂ from the xeg.«m, the eﬁeﬂs on cur allies”
and partners’ ahility to maintain freedom of action as ind ses would be dr gative. For a
specific example on why this conld be the cise, let's retomn briefly o the topic of naval construction. Figare 11 shows
the total warship tonnage lmached from 2015 throngh 2019 for the major sea-going navies in the Tndo-Pacific region,
inclnding the rongh proportion of the 17 §. Navy that is assigned to the Pacific Fleet (about 60%). One can see quits
clearly that if one removes the U5 contribution from the total, the PLA Navy iz on pace to exceed in size the
cambination of the rest of the major navies in the region—and would dwarf any individnal one Notably, these totals do
not include China’s coast gnard and masitime safety agencies, which each have shipbuilding programs that probabl
rival those of indiridnal regional navies, and that will populate the front lnes of China’s m:u:ihma “gray znne
operations. This comparison also leaves ont the PLA’s land-based maritime stedke air and missile forces, none of
which are approached in capability by any other regional power. If China mer to achieve this level of air and macitime

dominance in the Indo-Pacific, the fact of onr allies’ and partners’ lete dependence on sezborne trade—all
of them ace island nations or might as wll be—conld give China major coescive powes over them via the threat of
blockade or quarantine.
" e 2004), 58
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Gaven these stakes, and China’s likely desize to ensure “war control” prior to escalation, U.S. and allied detercent

efforts must focus on ensuring that China lacks | dn( n:ul.nzxy ggression on its part would succeed.
Influenced by a Marxian belief in cocrect p and les, China's gists aze thought to believe
that “crises and wars need to be ccml:m]led This arises from a concern l.hzl an unconteolled war could desail
China's economy and, in the process, foster wid 1d di and instability that would threaten the

legitimacy of the Chinese Commanist Pacty”.14 Tt is this Factor—the desize to avoid nacertainty and ensuze the
stability of the CCP—and not the prospect of known costs, that is most likely to deter China from engaging in azmed
coaflict. Assuming that the primary goal of U S. policy continues to be deterrence of a regional contlict, we should
therefore enconcage measuces that ace Likely to raise the nacestainty of maccess in the minds of Chinese leadership,
seeding doubt as to whether the PLA can establish effective “war control” at the level of armed conflict and thus
delaping a decision to move up to the next level of conflict in the conti that it sees b peace, a “quasi-war”
strugple, and open conflict '® Efforts to merely impose costs and “provide off-ramps™ to deter a conflict may not be
enough, as China’s strategists have indicated that China’s core interests, such as its claim to soversignty over Tamran,
“must be protected, presumably even at a high cost”™ '

To succeed, efforts to create nncertainty in the minds of China’s leadecship must dicectly attack the PLA’s theary of
victory, which is based on waging “system destroction wacface” —effosts to paralyze and destroy an enemy’s
operational s\:stem—md which the PLA would intend to actualize via “system-vs-system opesations featuring

P smk.es, and joint operations.” Thzse operations would focns on dismption of US.
and allied i son flow, k d and control, and firep ipabilities and netwocks;
and d.ts(upnng the time sequence ur] tempo of our operational architecture.? Of note, 2 pecfect example of such
efforts would be the potential capability to single out and strke high-value command and control assets like the E-3
Sentry AWACS airesaft, as discuszed above.

With these factors in consideration, my specific policy recommendations are s follows:

1) Undermine China’s plans to strike at 11.8. and allied command and control and firepower capabilities at
the start of a conflict:

As a genenal axiom, planning for 2 regional conflict against the PLA should sor rely on any of the following to

succeed:

- Usnits or forces that requise anything but episodic communication or data flow (for examgle, nnmanned
vehicles that sely on consistent hnman oversight to do their job, particnlasly given cusrent policy testeaints on
lethal antonomons weapons).

- Any important fixed and hard-to-repair facility on or within the Second Island Chain (for example, fixed fuel
tanks, headquarters buildings, repair facilities, and fixed communications equipment).

- Asmming that political considerations may require letting the PLA shoot first, any non-stealthy and non-
dispersed platforms within DF-26 range at the beginning of a conflict (for example, aireraft on the ground at
major 1.5, and allied bases, valuable ships within ASBM range, and non-dispersed air and missile defense
assets). To be clear, this applies specifically to the beginning of a conflict, when the PLA has a peacetime-
quality targeting picture, and may not apply to forces brought in after conflict has begun and the PLA's

It should go without saying, for those familiac with U5, military forces and facilities in the repion, that on any

given day this list describes the bulk of them. This is not to s:yﬂ:ztfuwesm facilities that meet this descoiption

would not be useful in a conflict with China, or for purp of p i But they should
not be !!anfu:mary‘mmde(a:ﬂ:eplc&nmnking aggﬂssivemiliﬂtywliﬂn

4 Burgass Lars, IGartar 2017).8
< KR BT AT, “MARAgINg O, 2030
‘+¥amman and Harrat, “Manggng Cortir, 79,

artare o 2018, 1.
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When Congress is presented with plans and programs that do rely on any of these types of forces, facilities, and
czpibil.mzs o dE(e( Clnm hard questions should be asked about how they will evade targeting in China’s

b g for war ini Any ve action that results should not be to take steps to improve sucvivability,
mimnuze attcition, etc., but rather to find differens capabilities, to ensuce that China's leadership knows that ous
plans do mor rely on capabilities that are within theic easy reach in the region. Otherwise, the PLA may simply add
additional resonsces (such as building huadreds mare missiles) to easnce they gain the confidence that they desire
to be able to move foroard with conflict initiation.

Anj'ﬁ:ned facilities oc noa-dispessed fosces dhat ace sill fielded wilhis the cegion mvst be provided with cobust
ibly. against precision strike, such as hardening and robust ballistic missile defense. The
point in this case is not to provide a 100% assured, leak-proof defense, but to at least raise some doubt as to
whethes the PLA' precision steikes would succesd at scale. Networkdepeadeat forces within the segion must
sisadadly bld cesilience sgaiast via means snch as the extensive and well-

1 d

d use of indep “mission ", forwrazd leaning sules of eagagement, and capable agaic
sensors. The PLA must ot believe that it mp:ﬂl_\rze US. and allied forces by cutting them off from command
and conteol and tasgeting networks, sen if they are wrong in this beligt

2) Visibly prepare for protracted war: In osdes to nadermine China’s confidence that it can win by seizing the
initiative via a shot, viclent fait accompli, or by cutting Taiwan off from the interaational system, we should tke
cleas action to ensure U.S. and allied preparation for 3 protracted conflict. This could include measnses such as

stockpiling critical supplies o ensuse suppot for allied populations dusing an ded blockade, conducting joint
exarcises with allies and partners focused on interdiction of Chinese masi 2nd designing
and easy-to-prod and platforms whose production could be rapidly ramped up in the event of 2

protracted conflict. Th last of these conld inclode plans to bing to beas the industsial capabilities of ons allies 25
well, such as the substantial shiphuilding capacity of Japan and South Kosea. China must see visible commitment
anthepmofﬂ:eUmnedSum mdm:lhzsmdpumm and not gain the confidence that it can win via a
shoxt, shacp, 3 1 7P paig

3) Ensure that our allies and partners fully appreciate the threat posed by the growing capabilities of the
PLA, and the consequences of a failure of deterrence: Despite the scale of the challenge laid out above, with
appropriate sesonseing, focus, 2nd usgency, I believs that the U.S. and ou allies should be able to maiatsia
detascence and prevent Chinese domination of the region. Our combined output, d i
advantages, and sources of technological innovation should suffice to mamntain at least an nneasy ngw
collectively agpdy asrselves. But this will require greater efforts and focns than have been apparent in recent years,
particulardy on the part of our allies.

As a specjﬁc example, wlnle Taiwan has produced a new Overall Defense Concept that is more focnsed on

hinese the that it is applying to its own defense remain woefuolly inadequate to
the task, despite recent promises to inceease them. Looking at trends in defense expenditures by Taiwan and the
PRC over recent decades (see Figure 12), one could be forgiven for paining the impression that Taiwan is not
taking serionsly the regulary-repeated threats to its freedom from across the Strait. [It bears noting that these
relative trendlines are not only 2 matter of China's economic power increasing, as Tziwan's defense spending as a
percent of GDP has actually declined over recent decades, even as the threat from China has grown (see Fignre
131

As democracies, gaining traction for increased efforts to prepare for the China challenge will ultimately be a
‘matter of educating and alesting our publics to what we are facing, as well as the likely consequences of failure to
live up to the moment Our allies should be informing their people about the sorts of facts T have presented today
and provide them with a clear-eyed assessment of what China’s goals appear to be in the region—despite China’s

claims to the contrary. They should know that the o0 of what a Chinese-dominated Indo-Pacific would lock
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Like has lacgely already been by d 1 behavior, such as China’s attempts to coerce allies like
South Kosea and Avstral ically, aad its d 1 willingness 1o use the threat of force to get its way

lsewhere. In its recently-revealed list of 14 g ” with lia, for example, China has indicated that

Intion of its problems with Avstralia will require £ 1 changes to Awstralia as 2 fnctioning

democracy, such as the freedom of its leaders and thinkers to speak out on human rights issves as they see fit.
And a: China's military powes has grown, one need oaly a:k Filipino fishesmen—or Vietnamese saergy
companies—vrhat 1 taste of Chinese military dominance looks lke: when Vietnam commenced exploration
drilling for enecgy resomsces off its own coast in 2017, China “hceatened to attack Vietnamese bases in the
Spratly [slands if the deilling did not stop”. As China’s military capabilities have increased over time, so have the
hosizons across which China plans to be able to use them, and there ace o indications that this tread is going to
change. The peoples of the Indo-Pacific democracies deservs to kaow this.

We should be clear-eved, of conrse, about the scale of the diplomatic challange involved in getting this message
accoss theonghont the region. Unlike ducing the 20%-century Cold War, the intectwining of Chinese and regional
economic intesests has made the risk of elite capture by China a grave one, with narural temptations to just “get
along™ in support of shost-tecm interests. We have alceady seen this intertwining at wok in the acceptance by

i

of Chinese infrastrctaze help, 33 well as the ion of critical i
segional partnes aations by aow-sanctioned Chinese companies—in some cases even pastly foaded by U.S. and
allied tax dellars, Nevestheless, we must these hurdles and speak the touth to our allies and pastness,

lest 2 lack of prepasedess tempt China to progress from a war of words in the region to one of missiles.

This conchodes my prepased remarks. Thank you for the oppostuaity to present this information to you todar. 1 lock
forward to aay questions you might have.
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Appendix: Graphe and Figures

Figure 1: Estmated eflective ranges, DF-28 IREM v DF-21 MABM, yora

F-21 w8 DF 26 Fuasges, idias Dosen agion |
i —

Figure 2: Estimated ellective ranges, DIF-26 IRBM s DF-21 MABM, lndian Ocean and Persian Gull
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Possible E-3 Sentry mock target,
ballistic missile impact test range,
western China (image dated 7-8-2020)

U.S. E-3 Sentry (AWACS) aircraft,
Kadena Air Base, Okinawa, Japan

N\

Figua 3: Passibie mockup £-3 AWAGS larget, wastern Ghing. Sourcas: Digita\Globe (upper ial) and Google Earth (0w ght
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Figure & Possible balistic missile test targets, westem China, 2013.
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Etalpat

Tamugh

Figure 9: Taiwan and the deep water of the Philpyping Ssa. Also shown: range arcs (red) representing approximate ranges of polentisl Tawan-based
PLA anti-ship and anli-gir weapons (400kmj.
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Figuive 10 Historics! miring shipping density in the vicinily of the Philppine Sea | 2019 data)
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Military expanditure, in constant {2018) $U.5. bikon (Scurce: SIPRI)

L]
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Figure 13: PRC ve. Taiwan defense expendilures, 1999-2019

Military expenditure as percentage of gross domestic product, 1993-2019 (Source: SIPAT)
35

— PRC Taiwan
Figuirg 122 PRC va. Taiwan defanss sxpentiures &% a percentags of GOP, 1999-2019
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The CHAIRMAN. Thank you very much.
Mr. Khan.

STATEMENT OF SAIF KHAN, RESEARCH FELLOW, CENTER FOR
SECURITY AND EMERGING TECHNOLOGY, WASHINGTON, DC

Mr. KHAN. Chairman Menendez, Ranking Member Risch, mem-
bers of the committee, good morning and thank you for the oppor-
tunity to speak today.

I am a research fellow specializing in semiconductor policy at the
Center for Security and Emerging Technology, a nonpartisan think
tank at Georgetown University that studies the security implica-
tions of new technologies.
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Today, I will cover three topics: first, the United States’ and Chi-
na’s respective advantages in technology competition; second, how
our best strategy to sustain long-term leadership will be to double
down on our current strengths, our international partnerships, and
ability to attract the world’s top talent; third, the importance of
maintaining U.S. competitiveness in two linchpin technologies:
semiconductors and artificial intelligence.

China’s science and technology has progressed faster than U.S.
efforts to track it. China has a vast technology transfer infrastruc-
ture, R&D investments equal to the United States, and more than
twice as many yearly S&T graduates as America does.

China’s efforts have resulted in competitive capabilities across fa-
cial recognition, genomics, IT applications, military aviation, and
materials science.

But the United States and its allies retain advantages in many
core technologies, especially areas with hard-to-acquire know-how
and high capital costs that pose barriers to entry.

These areas include semiconductor chips, jet engines, certain
space-related technologies, and equipment for quantum computing.
The U.S. also leads China in fundamental research. But the areas
in which the U.S. is currently ahead may not provide a durable
strategic advantage.

First, the technology landscape evolves quickly and unpredict-
ably. Where China is behind in a critical domain it seeks to leap-
frog ahead by acquiring cutting-edge technologies from abroad and
investing in new paradigms that render U.S. and allied advantages
obsolete.

Second, supply chains have become increasingly globalized,
meaning no single country controls all inputs necessary to secure
technological capabilities through unilateral trade controls.

Third, unlike decades ago, the private sector dominates today’s
most strategic technologies, requiring governments to adapt them
before any strategic advantage can be gained.

To compete with the increasing scale and quality of China’s S&T
efforts, we must double down on our asymmetric advantages.

First, our network of allies is the world’s strongest. The U.S.
funds only 28 percent of global R&D compared to China’s 26 per-
cent, but the U.S., plus six allies, fund over half. And although the
United States is just one node in globalized supply chains, together
with allies we control key technologies such as chip manufacturing
equipment.

To mount an effective response to China, we must cooperate with
allies on research, investment, technology standards, and export
controls.

Second, America’s open society has continually attracted the
world’s best and brightest. Half of the Ph.D.-level scientists and en-
gineers employed in the United States were born abroad. But out-
dated immigration restrictions have made other nations increas-
ingly attractive.

Meanwhile, China’s science and engineering workforce is growing
faster than its U.S. counterpart and will become the world’s largest
if it has not already.

We must both invest in our domestic workforce and ensure the
U.S. remains the world’s top destination for global talent by broad-
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ening and accelerating pathways to permanent residency for sci-
entists and engineers.

They want to stay. Foreign nationals graduating from U.S.
science and engineering Ph.D. programs overwhelmingly remain in
the United States. Strong evidence suggests that increases in high-
skilled immigration improve innovation, jobs, and wages for U.S.-
born workers.

Finally, I want to call special attention to two linchpin tech-
nologies, semiconductor chips and artificial intelligence.

Semiconductor chips underpin all modern technology. While the
U.S. and allies still lead in semiconductors, China is investing at
an unprecedented rate. If trends continue, China will become the
world’s largest semiconductor manufacturer, fundamentally alter-
ing the global economic and security landscape.

Meanwhile, U.S. manufacturers have lost market share and will
continue to fall behind without policy action. To reduce supply
chain risks and create high-quality American jobs, we should gen-
erously fund semiconductor manufacturing incentives.

And to ensure that democracies lead in advanced chips and that
they are used for good, we must partner with allies on joint R&D
and tightening multilateral export controls on chip-manufacturing
equipment.

Semiconductor chips provide the computing power for artificial
intelligence, the second technology I want to discuss. Al promises
to revolutionize sectors from transportation to scientific discovery.

But Al systems are fragile and error prone. Deploying them in
crif{ical systems without verifying their trustworthiness poses grave
risks.

We must better collaborate with allies on R&D for Al safety and
security and test beds and standards for Al development. We must
also identify opportunities to collaborate with competitors, includ-
ing China, to build confidence and avoid races to the bottom.

We should invest in new Al technologies that protect privacy and
other civil liberties, and restrict exports of American technology to
human rights abusers, such as Chinese companies using Al sys-
tems for surveillance.

The U.S. can ensure long-term technological leadership, but only
with concerted action. I thank the committee for the opportunity to
speak today.

[The prepared statement of Mr. Khan follows:]

Prepared Statement of Saif Khan!

Chairman Menendez, Ranking Member Risch, members of the Committee: Good
morning, and thank you for the opportunity to speak today. I'm a research fellow
specializing in semiconductor policy at the Center for Security and Emerging Tech-
nology (CSET), a nonpartisan think tank at Georgetown University that studies the
security implications of new technologies.

Today, I'll cover three topics. First, the United States’ and China’s respective ad-
vantages in technological competition. Second, our best strategy to sustain long-term
leadership will be to double down on our current strengths, including our inter-
national partnerships and ability to attract the world’s top talent. Third, the impor-
tance of maintaining U.S. competitiveness in two linchpin technologies: semiconduc-
tors and artificial intelligence.

China’s science and technology has progressed faster than U.S. efforts to track it.
China has a vast technology transfer infrastructure, R&D investments equal to the
United States, and more than twice as many yearly S&T graduates as America
does.2 China’s efforts have resulted in competitive capabilities across facial recogni-
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tion, genomics, IT applications, military aviation, and materials science. But the
United States and its allies retain advantages in many core technologies, especially
areas with hard-to-acquire implicit know-how and high capital costs that pose bar-
riers to entry.3 These areas include semiconductor chips, jet engines, certain space-
related technologies, and equipment for quantum computing.# The United States
also leads China in fundamental research.?

But the areas in which the United States is currently ahead may not provide a
durable strategic advantage. First, the technology landscape evolves quickly and un-
predictably. Where China is behind in a critical domain, it seeks to “leapfrog” ahead
by acquiring cutting-edge technologies from abroad and investing in new paradigms
that render U.S. and allied advantages obsolete.® Second, supply chains have be-
come increasingly complex and globalized, meaning no single country controls all in-
puts necessary to secure technological capabilities through unilateral trade controls.
Third, unlike decades ago, the private sector dominates today’s most strategic tech-
nologies, requiring governments to adapt them before any strategic advantage can
be gained.”

To compete with the increasing scale and quality of China’s science and tech-
nology efforts, we must double down on our asymmetric advantages.

First, our network of allies is the world’s strongest. The United States funds only
28 percent of global R&D compared to China’s 26 percent. But the United States
plus six allies fund over half.8 And although the United States is just one node in
globalized supply chains, together with allies it controls key technologies, such as
chip manufacturing equipment. To mount an effective response to China, we must
cooperate with allies on research, investment, technology standards, and export con-
trols.

Second, America’s open society has continually attracted the world’s best and
brightest. About half of the Ph.D.-level scientists and engineers employed in the
United States were born abroad.? Immigrants to the United States invented the
modern computer chip and launched companies critical to America’s security and
prosperity today, from SpaceX to Google. But outdated U.S. immigration restrictions
have made other nations increasingly attractive.l?© At the same time, China’s science
and engineering workforce is growing much faster than its U.S. counterpart—and
will become the world’s largest, if it hasn’t already. In response, we must both in-
vest in our domestic workforce and ensure the United States remains the world’s
top destination for global talent by broadening and accelerating pathways to perma-
nent residency for scientists and engineers.'! They want to stay: foreign nationals
graduating from U.S. science and engineering Ph.D. programs overwhelmingly re-
main in the United States.12 Strong evidence suggests that increases in high-skilled
immigration improve innovation, jobs, and wages for U.S.-born workers.13

Finally, I want to call special attention to two linchpin technologies: semicon-
ductor chips and artificial intelligence.

Semiconductor chips underpin all modern technology. While the United States
and allies still enjoy the lead in semiconductors, China is investing at an unprece-
dented rate. If current trends continue, China will become the world’s largest semi-
conductor manufacturer, fundamentally altering the global economic and security
landscape. Meanwhile, U.S. manufacturers have lost market share, and will con-
tinue to fall behind under the policy status quo. To reduce supply chain risks and
create high-quality American jobs, we should generously fund the manufacturing in-
centives program in the CHIPS for America Act. And to ensure that democracies
lead in advanced chips and that they are used for good, we must partner with allied
democracies on joint R&D and tighten multilateral export controls on chip manufac-
turing equipment.14

The second technology I want to discuss is artificial intelligence. Al promises to
revolutionize national security, healthcare, agriculture, energy, transportation, and
scientific discovery. But Al systems are fragile and error-prone. Deploying them in
critical systems without verifying their trustworthiness poses grave risks. We must
better collaborate with allies on R&D for Al safety and security; test & evaluation,
validation & verification (TEVV) of Al systems; and testbeds and standards for Al
development. We must also identify opportunities to collaborate with competitors,
including China, to build confidence and avoid races to the bottom.'> We should in-
vest in new types of Al technologies that protect privacy and other civil liberties,6
and tightly control exports of American technology to human rights abusers, such
as Chinese companies using advanced Al systems for surveillance.l?

In summary:

e The United States and China each have technological advantages; and U.S. ad-
vantages may not provide a durable strategic edge.
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e We must double down on our international partnerships and openness to the
world’s top talent.

e We must place a special focus on leadership in certain linchpin technologies
such as semiconductors and artificial intelligence.

The U.S. can ensure long-term technological leadership, but only with concerted
action. I thank the Committee for the opportunity to speak today. I look forward
to your questions.
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The CHAIRMAN. Well, thank you all for your testimony. We will
start a round of 5-minute questioning and we will recognize mem-
bers by seniority in the order of their appearance at the time of the
gavel. In order to be recognized, please have your video on so that
I know you are ready to be called upon.

So I will start the first 5 minutes.

It is no secret that China seeks to exert its influence and power
through conventional and emerging tools. But there is still some
debate about exactly to what end. I have my own views, but I
would like to hear yours.

What do you believe is China’s goal in the near term, in the long
term, and why?

Dr. Economy?

Dr. EcoNnoMY. Thank you very much.

As T suggested, I think China seeks a transformed world order,
one which is reclaimed centrality on the global stage, where its
norms and values are reflected instead of those of liberal democ-
racies, and where it has regional preeminence where it is reunified,
it is an innovation and technological powerhouse so that its tech-
nologies from fiber optic cables to e-commerce to satellite systems
also dominate globally.

We have seen China move ahead with it, digital currency. So I
think it is seeking to escape from the dollar dominance in the fu-
ture.

So I think it is all about returning China to past glory, but it is
glory for the 21st century.

The CHAIRMAN. Mm-hmm. Let me ask you all, Secretary Blinken
and National Security Advisor Sullivan are planning on meeting
with their Chinese counterparts this weekend.

The Administration has cautioned that this meeting is not in-
tended to be the first of a dialogue but, rather, an initial meeting
to set expectation and priorities and to inform the Administration’s
Indo-Pacific and China policy reviews.

What would you hope to see out of this Alaska meeting? What
should they hope to accomplish in this trip, from your perspectives?

Anyone in particular want to share?

Dr. EconoMmy. I, certainly, would hope that they will clearly ar-
ticulate sort of the U.S.s new approach that is rooted in values,
that this is going to be a policy that is an alliance-based policy and
that the United States is going to be back assuming a leadership
position in international institutions, that we take seriously Chi-
na’s human rights abuses in Xinjiang and its policies in Hong
Kong.

I think Kurt Campbell was extremely articulate in his defense of
Australia when he said that the United States is not going to im-
prove its relationship with China unless China improves its rela-
tionship with Australia.

I think it is an important signal that the United States is stand-
ing by its allies. So I think it is establishing a new framework for
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the U.S. approach to China that is embedded in values and allies
and multilateral institutions.

The CHAIRMAN. All right. And then let me ask, and I think both
to you, Dr. Economy and Mr. Shugart, in this particular respect,
do you believe that our Indo-Pacific strategy ought to be a function
of our China policy, as it was during the Trump administration, or
that our China policy ought to be a function of our Indo-Pacific
strategy? Put another way, can we get China right if we do not get
the region right first?

Dr. EcoNnoMy. Okay. I think, absolutely, our allies come first and
it is, an Indo-Pacific strategy because Indo-Pacific strategy is at the
center, but again, it is about a global strategy and it is based in
our allies, it is based in our values, and that is what the free and
open Indo-Pacific represents.

And I think China should be placed within that. We do not want
to be in a reactive and defensive position where we are simply re-
sponding to China. We want to be in a proactive position, and I
}hink we can only do that if we are asserting our own values up
ront.

Mr. SHUGART. On that question, Senator, I think that, I mean,
we should be expressing the basic goals that support—I mean, I
think that the unfortunate military confrontation largely arises out
of their apparent desire to contravene what we are used to for dec-
ades now.

A free and open Pacific—freedom of navigation, et cetera, really,
those are the challenges that drive the military confrontation for
the most part that we are seeing there.

Under the question of defense goals, or their goals in the defense
realm, they have made it fairly clear in their defense white papers
and other strategic documents what those are.

It is just we have very different interpretation sometimes of what
those words mean and what that translates into. They talk about
sovereignty.

We may think that that sovereignty is the control of individual
nations, but they may define it as reuniting themselves with Tai-
wan.

When they talk about maritime rights and interests, those are
not the maritime rights and interests, in accordance with inter-
national law, as we understand them.

So they have made that pretty obvious. The biggest one, what I
think we can see over time, is their Navy’s expansion for what they
call protecting overseas interests and their sea lines of communica-
tion.

We can see that, as their capabilities have grown, their military
capabilities have grown, so have their strategic objectives to go
along with those.

And I think it is when you consider the full list of what they
have said their interests are and objectives are, that they really do
want to maintain sea lines of communication overseas—that is
what explains, to some degree, the really major expansion of their
Blue Water Navy that we have seen in recent years.

The CHAIRMAN. Thank you.

Senator Risch.

[Audio issue.]
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Senator RISCH. —and that is one of the things we did not talk
about much was the student exchange that our countries do. There
are almost 370,000 students, Chinese students, studying in Amer-
ica. Let me say that again. Three hundred and seventy thousand
Chinese students study in America.

On the other hand, the United States has less than 12,000 stu-
dents studying in China. We do not talk about this much because
as being an open society we encourage exchange of culture, but for
those of us who work in the intelligence space we know at least
part of those 370,000 are actually in the collection business. And
so as a result of that, this whole thing gets mixed together and not
much gets done about it.

But for Chinese students studying high-tech matters here and all
matters, really, in the United States, it is easy for them to extri-
cate the value that we have and the knowledge that we have and
take it home.

Now, we do not want to in any way curb exchange of culture. But
on the other hand, I think we need to protect ourselves.

I would like to hear each of your thoughts on this obviously un-
balanced situation with the number of students studying in each
place and what we do about having students placed in areas where
our very valuable information is stored.

Why do you not do it the same way you started?

Ms. Economy, if you would

Dr. EcoNnoMy. Okay. So I think as you suggested, there are dif-
ferences between undergraduates and graduate students. For un-
dergraduate students, I would say the danger is, really, that some
students are there to report on other students and I think we need
to make clear at the college level maybe they should have a civics
class on American values.

They maybe sign a pledge that they are not going to report on
their fellow students or face expulsion.

I think we should not allow for Chinese Government funding of
Chinese student organizations on campuses and I, certainly, know
that Congress has moved very aggressively to encourage univer-
sities to shut down their Confucius Institutes.

So I do not think we should close down avenues of study for Chi-
nese students. I think it is essential that we keep those doors open.

And just let me make one point on the return part of it. You
mentioned the disparity in number. I mean, the truth is that the
number of U.S. students studying in China has declined and some
campuses have closed their programs because of lack of U.S. stu-
dent interest.

I think that is the problem. It is not that the Chinese are keep-
ing American students out but that American students are not ac-
tually pursuing Chinese language study or want to study in main-
land China. That is the challenge.

As far as the graduate students are concerned, I think we have
discovered PLA members posing as students. Obviously, that needs
to stop and the FBI is doing its investigations.

Universities that are accepting defense funding in labs should
not have Chinese graduate students there unless they have some
very intense security within their labs, and I think we need to be
very careful and do a lot of vetting of Chinese graduate students.
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But, again, I do not want to limit their opportunities, but our pri-
ority has to be to secure our intellectual property.

Mr. SHUGART. Senator, I would say while educational policy is
mostly beyond my area of expertise, clearly, any information flow-
ing in that direction regarding technical advances would, obviously,
be detrimental, potentially, to the long-term military advantage in
the region for us.

Senator RiscH. Thank you.

Mr. KHAN. I would like to quote a senior counterintelligence offi-
cial who actually noted that 99.9 percent of Chinese students in the
U.S. are just here to contribute to the economy. We are talking
about a very, very small percentage of the total that actually pre-
sents any concern.

Another point is, Chinese officials are on record as noting that
the brain drain that they are experiencing to the United States is
actually very much to their disadvantage and to our advantage.

I think that the Chinese students are actually contributing quite
a bit to our economy, and it is actually a source of comparative ad-
vantage.

Another piece is that virtually all of the notable cases of espio-
nage have actually not involved students but, rather, other types
of institutions such as industry or Government labs, for example.
And so students really are not the population that we should be
very concerned about.

But I absolutely agree with Dr. Economy and Mr. Shugart that
we should be concerned about our intellectual property. I do think
that there are more targeted measures that we can take to ensure
protection of that intellectual property.

Senator RiscH. Thank you. Thank you very much. I will have to
say I respect your opinion, Mr. Khan. But I can tell you that deal-
ing with the intelligence people, they are substantially more con-
cerned about the issue than you are. That is a fair way of laying
out both of our views on it and I think all of us need to explore
that a bit further.

My time is probably up or close to it. But I would like to hear
from Dr. Economy, very briefly, about the reference she made to
the dollar being, obviously, your national standard. That is some-
thing that we have enjoyed for many, many years. If that changes,
it is going to affect things dramatically.

Dr. Economy, would you care to comment about that?

Dr. EcoNoMy. Sure. I think, for a long time, the Chinese have
sought to increase the role of the yuan in world trade, but now they
are pursuing this digital currency.

There is actually a program that we are starting up at the Hoo-
ver Institution just now to explore sort of the Chinese objectives
and ambitions with regard to this.

But, certainly, one of the things that we are going to be looking
at is how they might use a digital currency to push the use of the
renminbi and move away from the role of the dollar as the world’s
reserve currency.

Senator RiscH. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.
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For all members’ purposes, there should be a clock on your
screen just so you can measure your time.

Senator Shaheen.

Senator SHAHEEN. Thank you, Mr. Chairman, and thank you to
all of our witnesses.

Yesterday, we held a hearing in the Armed Services Committee
with the head of SOUTHCOM, Southern Command, who is respon-
sible for the Western Hemisphere south of the United States, so
Central America and Latin America, and he gave us a map of Chi-
nese influence in Latin America that I found very troubling. I am
going to hold this up.

Now, I appreciate that you will not be able to see the specifics,
but just look at the red color because that is where China has so
much of its influence.

And I want to read a couple of the statistics here. Of the 31 coun-
tries in Latin America, 25 host Chinese infrastructure projects.
Nineteen countries have joined the One Belt One Road Initiative.

The cumulative value of COVID-19 assistance to Latin America
is greater than $120 million. The goal for China is to provide $250
billion in loans to Latin America by 2025, and they have had 44
heads of state meetings there since 2015 with heads of state from
countries in Latin America.

So I would like, Mr. Chairman, if I could to submit this for the
record, this map.

The CHAIRMAN. Without objection.

[The information referred to follows:]
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(U) “Brazil clears emergency use of Sinovac, AstraZeneca vaccines,”
https://www.cnbc.com/2021/01/18/brazil-clears-emergency-use-of-sinovac-
astrazeneca-vaccines.html

(U) “Chile regulator greenlights Sinovac COVID-19 vaccine for emergency use,”
https://www.reuters.com/article/us-health-coronavirus-chile-sinovac-idUSKBN29P1Z6

(U) “Peru secures 23.1 million future coronavirus vaccine doses from Pfizer, COVAX,"
https://www.reuters.com/article/us-health-coronavirus-peru-vaccines-idUSKBN28720E

(U) “Beijing races to deploy five vaccines despite questions over results,”
https://www.smh.com.au/world/asia/beijing-races-for-vaccine-advantage-20201209-
p56m0j.html

(U) “Chinese CoronaVac vaccine in demand across Latin America,”
https://www.smh.com.au/world/south-america/chinese-coronavac-vaccine-in-
demand-across-latin-america-20201211-p56mr0.html

(U) “China’s Engagement with Latin America and the Caribbean,”
https://fas.org/sgp/crs/row/IF10982.pdf

Senator SHAHEEN. Thank you.

So, clearly—you have been talking mostly about China’s influ-
ence in the Indo-Pacific but, clearly, they are moving into Europe.
They are moving into Latin America, in the Western Hemisphere.
In fact, they have significant diplomatic and economic assistance
throughout Latin America.

So and while they are doing that, in the last 4 years we have had
only one ambassador in the Central American countries and that
is in Guatemala.

So can you talk about what advantage it gives to China when we
leave the playing field to them in places like Latin America and
what the implications of that are for the United States?

I can direct it or anyone can take it.

Dr. EcoNOMY. Sure, I can start and then maybe others can add
in.

Absolutely. The Belt and Road Initiative is a global initiative in-
cludes technology like deploying Huawei, but also fiber optic cables
in e-commerce. So you are going to see the Chinese e-commerce
companies coming in as well.

It includes hard infrastructure—ports and railroads and high-
ways. There is a military component to it. So you can watch China



49

building ports and have PLA navy ships stop by for some visits. I
do not think that has happened yet there, but this is the kind of
thing that you can expect.

And it includes political capacity building and so offering semi-
nars for Belt and Road countries on how to manage the internet
and control civil society.

So for authoritarian-leaning countries, of course, this is very at-
tractive. You know, it is a one-stop shop on how to bolster your
control over the economy.

There is a lot of attraction for many countries and I participated
in a seminar with Latin American scholars and some former offi-
cials and they say, China listens to us.

They are engaging in joint innovation projects, which they find
very exciting and attractive in ways that the United States does
not. They are pouring money into having students from Latin
America go to China. So they have full scholarships for students
to go there.

China is trying to deploy the type of soft power that the United
States has traditionally

Senator SHAHEEN. Right.

Dr. EcoNOMY. —been known for, and they are making inroads.

Senator SHAHEEN. They are. Thank you. And I think it was just
fair to say that most of us who saw that map yesterday in the
Armed Services Committee were surprised to see—not just see
what China is doing in the Indo-Pacific but surprised to see what
they are doing in our hemisphere in Latin America.

And recognizing that our Government cannot order American
companies to invest abroad in the same way that the PRC can, can
you all talk about what we can do to better encourage our compa-
nies to invest in places where there are interests I hope not just
of those private companies but of the American Government
around the world?

Dr. EcoNnOMY. Sure. Part of that last proposal that I mentioned
in my testimony about developing a new economic development ini-
tiative with our larger market democracy allies has to do with just
that.

So using Development Finance Corporation funding to support
American firms to go into some of these countries, thinking about
how to bring these countries—when we are talking about devel-
oping resilient supply chains, when we are encouraging our compa-
nies to diversify out of China, to develop more regional-based sup-
ply chains, then why not think about encouraging them to go into
some countries in Latin America.

So I think there are ways that we can do that. But I think we
need to think in a grand and strategic way in partnership with oth-
ers. We are not going to be able to do it alone.

We are not going to be able to match China investment for in-
vestment. So we need to come up with, I think, a creative way of
reengaging.

And, again, I think part of it, to be frank, is listening, because
one thing that China does, at least at the outset of its—you men-
tioned all those visits that the Chinese leaders make and they are
holding all these seminars—they give leaders and other officials
the feeling that they are being listened to and I think that is some-
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thing very much that sometimes we are good at it and sometimes
we are not.

Senator SHAHEEN. Thank you. Thanks, Mr. Chairman.

The CHAIRMAN. Senator Portman.

Senator PORTMAN. Chairman, thank you very much for holding
the hearing. To you and Senator Risch, I appreciate your focus on
China. I noted the commitment to an April 14th markup of the
China bill. I thank you for that. It is timely.

So many great questions to ask but, Mr. Khan, I want to start
with you. You talked about the need for us to enhance our own re-
search here to keep up with China. You talked about artificial in-
telligence in particular and you talked about the semiconductor cri-
sis we face right now without a supply chain that is reliable.

Let me just ask you two quick questions, if I could. In the Na-
tional Defense Authorization Act, we got the CHIPS Act included.
It is an authorization. It would require a $37 billion appropriations
to make it effective.

Then we also got Al legislation in, including senators of this com-
mittee and I worked on this. It is called the AI Initiative Act, as
you know, and it is about the Government—the Federal Govern-
ment’s coordination of artificial intelligence response and research
that would require a $6 billion commitment.

Do you support those levels of funding, and, if not, do you sup-
port more or less? What is the appropriate amount of funding for
the taxpayers to work with the private sector to enhance our ability
to keep up with China and to surpass them, hopefully, in some of
these areas?

Mr. KHAN. Yeah, Senator, thanks for the great questions. So yes,
I do support those ranges of funding for the CHIPS Act.

That would certainly work as an initial down payment, and de-
pending on the effectiveness of incentives and the other programs
in the CHIPS Act, we can consider later appropriating even addi-
tional funds on top of that.

I do think that keeping semiconductor manufacturing in the
United States is an absolutely critical national security priority.
Right now, the supply chains for this technology are too centralized
and there are risks that we could be cut off. And so it should be
a very high priority and I think even those levels of funding are
actually quite cost effective.

Senator PORTMAN. I look at what is happening to the auto indus-
try in Ohio and elsewhere around the country, and we are literally
stopping production of automobiles right now.

Over 200,000 cars were not made this year that would have been
made but for the semiconductors, and we are totally dependent on
Taiwan, as you know, and China’s developed them quickly.

Another point, Mr. Chairman, on the China legislation, we have
legislation called Securing the American Innovation Act and it
comes from a year-long investigation by the Subcommittee of Inves-
tigations, a deep dive, bipartisan, and what we are able to reveal,
sadly, was that for two decades now China has been systematically
targeting promising American researchers, promising American re-
search paid for by the U.S. taxpayer and taking it to China to im-
prove their conditions, including the rise of the Chinese military
and the economy.



51

And we have begun to crack down on it, finally. You know, you
have seen the number of arrests by the FBI and the U.S. Attor-
ney’s Offices. But, frankly, we need legislation to give them more
tools to be able to deal with it.

So as we put more money into some of our research institutions
in order to respond to the threat from China economically, we have
got to be sure we are protecting that money.

So I appreciate Senator Risch, Senator Coons, and others in the
committee who have been co-sponsors of that legislation, and I
hope it can be included in whatever final China bill we have be-
cause it provides what we need to ensure that we have that bal-
ance.

We need foreign researchers to work with our researchers here,
but we also need to take common steps to prevent bad actors from
te:lking that research, which has been done over, again, two dec-
ades.

On the issue of China, Dr. Economy, I want to talk to you about
what we are doing with the Global Engagement Center. This is to
try to push back on disinformation and propaganda. China is very
good at it.

Last year, Senator Booker and I chaired an oversight hearing of
this committee on combating disinformation and the expert wit-
nesses told us that China spends over $10 billion annually in state-
sponsored disinformation operations. Ten billion dollars annually.

And so my question to you, Dr. Economy, is can you elaborate
a little on China’s use of disinformation? It is inexpensive. It has
got a lot of deniability attached to it.

I listened carefully to what Senator Shaheen said about Latin
America. They are certainly engaged in there and in Africa. What
are the most pressing areas where you have studied China
disinformation campaigns and why do they use this tactic and what
should we be doing to push back against it?

Dr. EcoNnoMY. Thank you, Senator.

Certainly, look, we are right in the midst of a Chinese
disinformation campaign ourselves, right, as the Chinese are
spreading untruths about the United States as the source of
COVID-19, you know.

So, obviously, shedding light and pushing back against Chinese
efforts is critical. But I think in other countries that have a less
robust free press is one of the greatest concerns in my mind. If you
look in Africa, for example, where Chinese media companies are
managing not only, for example, the digitization of villages in
Kenya but also providing the content for Kenyan television in
many villages, and the newspapers are, basically, doing what they
used to do with AP. It is much cheaper—they can just get for free
from Renmin Ribao or China Daily.

And so what you are getting in many developing countries now
is just a flood of Chinese information. And so it is a little bit dif-
ferent, maybe, from disinformation, but it is a close second because
it is, basically, spreading a Chinese narrative and cutting out ac-
cess to, you know, other sources of information.

For example, in Kenya they price access to the BBC and other
international stations at a higher rate to dissuade people from buy-
ing access to that kind of information.
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So, they influenced the recent Taiwanese elections or attempted
to. They spread all sorts of disinformation over the course of
COVID-19 pandemic about other countries’ responses.

I think that the most important thing we can do is simply to
shed light on the lies, to push back against them and act in concert
with our allies on this.

Our best response is sort of the transparency that is inherent in
our own system.

Senator PORTMAN. Well, I think my time is up. But the Global
Engagement Center is directed at all those things, and Senator
Murphy and I have attempted to get more funding into it for that
reason, because it does support a free press, as an example, to get
to the truth in those countries.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Senator Schatz.

Senator SCHATZ. Thank you, Mr. Chairman. Thank you to the
testifiers.

Dr. Economy. I want to stay with you for a few minutes. I want
to ask about the Arctic and China’s interests there. China is taking
advantage of the fact that the Arctic is becoming more accessible
because of climate change.

In 2013, it became an observer of the Arctic Council, the primary
forum Arctic states use to discuss regional issues, and in 2018, the
Chinese Government published its own Arctic strategy where it
proclaimed itself to be a near Arctic state, which is pretty much
meaningless.

But it does indicate to us that they are trying to get a seat at
the table as Arctic states discuss the rules of the road.

China has also announced a Polar Silk Road plan to finance a
port airfield and undersea cable and other infrastructure projects
in the region. And last year, its first domestic-built icebreaker com-
pleted an Arctic expedition.

So can you talk about China’s goals in the Arctic and specifically
what the United States can and should be doing about it? And if
you would not mind commenting on whether or not you think we
should ratify the Law of the Sea Treaty?

Dr. EcONOMY. So the last question first.

Yes, I think we should ratify the United Nations Convention, the
Law of the Sea, both because of what is taking place in the South
China Sea but also, as I think you are intimating, in terms of the
Arectic.

168 countries have ratified. We should be part of that. It gives
us a platform to engage with them. So, absolutely.

In terms of China’s move to become a great Polar power—it is
very interesting, this has begun as early as 2008. Right at the mo-
ment of the global financial crisis, China established its own Polar
Institute, as you said.

It is, I think, the perfect example of that kind of multi-actor
multi-domain approach that I was talking about, long-term stra-
tegic objectives. They deployed their diplomats and their scholars,
so they are reframing the narrative around the Arctic to talk about
it as because it is global climate change, because of the resources
there, it is an issue of global commons so it should not be managed
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by merely the few Arctic countries that are there that are part of
the Arctic Council.

You have their scientists taking part in Arctic research. They
have done more polar expeditions now than any other country.
Their military is developing great capabilities with the icebreakers,
pursuing a very aggressive campaign that already is outstripping
us.

They see this, as you said, Xi Jinping wants to be a great Polar
power. They are going to try to reshape the way that Arctic govern-
ance is sort of considered so that they will get a seat at the table,
a formal seat, not simply an observer seat, and they have been in-
vesting, as I noted, in Nordic countries.

So they have deployed both state-owned enterprises and private
enterprises to tick up strategic investments, and one of the things
that we see, beginning in 2018, is that a number of Nordic coun-
tries have noticed this and their defense intelligence agencies have
said, this has to stop. So you are beginning to see pushback.

So I think——

Senator SCHATZ. Hold on.

Dr. EcoNOMY. Sorry.

Senator SCHATZ. I want to go—I want to go south, with my re-
maining time, to Oceania. Most of China’s influence in the region
comes from financing loans, more than one and a half billion in the
last decade, and we know about the debt trap diplomacy that they
deploy.

It is becoming increasingly a problem in Oceania where econo-
mies are fragile during the pandemic, and I worry that China could
take advantage of indebted countries to gain a foothold in the Pa-
cific to develop ports and airstrips.

In Vanuatu, China agreed to finance a $90 million dollar wharf
large enough to dock cruise ships. But Vanuatu is also already
highly indebted to China with China holding half of its external
debt. As we look at post-pandemic society, the risk of default and
recapturing these assets may be high.

Can you talk about what the United States should be doing in
the region in terms of soft power, economic power, whether it is
USAID or any of our other tools of diplomacy?

Clearly, we are not going to be financing ports all over the place,
but we have got to have tools in our toolkit and we have got to be
engaged in Oceania and not think of our Asia Pacific strategy as
just South China Sea, DPRK, Japan, and TPP.

We have got to look at the vast ocean in between our country and
China, and the many, many countries that are in the Pacific.

Dr. EcoNomy. Thank you. So I think this is an area where we
have a program in place, the Blue Dot Initiative, that if it were
really moved forward in an aggressive way with Australia and
Japan to work with countries to help them develop the capacity to
appropriately evaluate Chinese bids and Chinese initiatives, and
then to offer alternatives that we cannot be there doing this.

But, Japan is a larger provider of infrastructure in Southeast
Asia than China is. So there may be opportunities for Australia,
Japan, and other countries to step in and do some of this infra-
structure development as well, or, at the very least, if China is
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going to do it to ensure that it is done in a way that is economically
sustainable for these countries.

Senator SCHATZ. I will make two final points. Your point earlier
with Senator Shaheen about the value of listening and treating a
head of state like a head of state really applies to FSM, to the Mar-
shalls, throughout Oceania.

And then one final sort of point of personal privilege, I just think
this committee and U.S. Government officials should be extremely
precise when describing the Government of China as opposed to the
Chinese, because I think that, given what is happening in U.S. so-
ciety to Chinese Americans and other Asian Americans, we owe ev-
eryone that kind of precision.

Thank you.

Dr. EcoNnoMY. Thank you.

The CHAIRMAN. Thank you, Senator Schatz, and a point well
taken.

Senator Rounds.

Senator ROUNDS. Thank you, Mr. Chairman.

Let me just begin by telling you that I very seldom find one of
these committee hearings where all of the individuals involved in
providing testimony seem to agree on a particular item, and in this
particular case, we hear all of our separate members here in front
of us all talking about the very serious challenges that we have re-
garding the People’s Republic of China.

And I look back at the time in which I served as the chairman
and now the ranking member of the Armed Services Subcommittee
on Cybersecurity and the impact that China has on the way that
we look at the international norms, and in particular, thinking—
the numbers that we most recently heard about what China has
done across the globe—intellectual property, the theft of over $600
billion in international property or intellectual properties, their
lack of respect for copyrights, lack of respect for patents, their in-
terest in not just espionage but in theft through cyber activity—all
seems to point to a difference in norms between what most of the
rest of the normalized international society accept as being good for
all of our countries versus what this particular Government be-
lieves is the right way to react with other governments.

I would like to just work our way through. Should we be involved
and do you think it is worthwhile to discuss with the Government
of China what the appropriate norms are and in the establishment
of norms with regard to cyber activity, just as an example?

Look, I mean, it used to be we talked about air, land, and sea.
Now we have got cyberspace and we have got space, and in both
cases we have an outlier with China in terms of their apparent
lack of regard for what most of us thought were norms.

I would like to just get on the line with each of you and just
briefly share with us what you think the possibilities are of actu-
ally having a good dialogue, and what the benefits to them would
be for having that dialogue with us and what we can do if they de-
cide not to.

Dr. Economy, would you like to begin and just, briefly, your
thoughts.

Dr. EcoNoMY. So, briefly, I think the Chinese very well under-
stand what appropriate norms are. We had a cyber agreement with
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them. I think it was signed in 2015 under the Obama administra-
tion. There seemed to be a dip in cyber attacks.

But then later people said it was simply because the cyber at-
tacks were more sophisticated and we just were not picking up on
them at the same rate.

So I do not think there is an issue where China does not under-
stand what it means to protect intellectual property or does not un-
derstand what they are doing with their cyber economic espionage.

And I am afraid that there is not much point in norm discus-
sions, but there probably is some point in working with allies to
bring pressure to bear upon them in some way.

Senator ROUNDS. Thank you.

Mr. Shugart?

Mr. SHUGART. I, largely, agree with Dr. Economy there.

We know that Chinese cyber activity has been quite deleterious
to the military balance in the Pacific. There are numerous exam-
ples of Chinese platforms of weapon systems and sensors that are
very closely modeled on what we have developed.

It explains, to some extent, the ability that is sometimes people
will ask, how is it that when we spend so much more than them
that they are able to become so threatening in the region, and part
of it is because they are able to have a second-mover advantage in
terms of the costs associated with it.

That does not mean they are not innovative in their own ways.
But, certainly, the cyber angle has helped them out a lot. I agree
that they know what the right answer is, from our perspective and
I do not see them changing anytime soon just because we ask them
about it.

Senator ROUNDS. Mr. Khan, a comment?

Mr. KHAN. I do think we have to continue to harp on our values,
say what they are. But at the end the day, we have to respond ef-
fectively to Chinese attempts at technology transfer, and there are
a lot of changes we can potentially make to better combat that.

One is just better applying export controls and investment
screening measures more multilaterally and in a more targeted
way. We also just do not know enough about China’s technology
transfer infrastructure as well as their emerging technology devel-
opments.

And so we, ideally, need a stronger base of open source intel-
ligence, just tracking all of those developments so we know what
to fight against.

And, finally, I think we need a better whole of society approach
on research security. Some of my colleagues at Georgetown have
talked about creating public-private partnerships that bring Gov-
ernment, industry, and academia together to create best practices
for how to combat tech transfer.

I think we have to take an approach to respond to China’s tech-
nology transfer. I think just stating our norms is not going to be
enough.

Senator ROUNDS. Thank you.

Mr. Chairman, my time is expired. Thank you.

The CHAIRMAN. Thank you, Senator Rounds.

Senator Cardin.
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Senator CARDIN. Thank you, Mr. Chairman, and let me thank all
of our witnesses. This is, certainly, a critically important subject
when we talk about strategic competition with China.

So I want to talk about where China is out of norm, and that
is in good governance issues, and there are so many areas that we
could talk about—the way they treat the Muslim minority, the
Uighurs, what they have done with the people of Hong Kong and
the commitment that they made in regards to the system that
would be used in Hong Kong.

And we have taken action. Congress has passed legislation to im-
pose certain sanctions against China as a result of these behaviors.
The administrations, the Trump administration, the Biden admin-
istration, have all taken and considered action against China as a
result of their violations of human rights.

My question is, there is still a lot of space left on which we can
impose sanctions against China, including trade sanctions.

It would certainly be much stronger if we worked with our allies
in a common strategy. I would like to get your view as to what has
worked, what more can be done, and what allies are going to be
critically important for us to have working in unison with us to
make it clear to China that there will be consequences if they con-
tinue the oppression in Hong Kong and the way that they treat
their own citizens?

Dr. EcoNnoMmy. What allies would be critical to work with if we
were to impose more sanctions on China? Germany, certainly, they
are a huge exporter to China. Japan—I think we can go down the
line.

But I have to say, unfortunately, that I believe when it comes to
issues that China considers core sovereignty issues like Xinjiang,
and like Hong Kong—I am not certain that any amount of eco-
nomic sanction is going to bring about change.

I think, instead, China will continue to hunker down and assert
its sovereignty. So I am not saying we should not do it. I am just
saying I do not anticipate that it is going to engender the desired
result.

Senator CARDIN. Let me just respond to your point, and I recog-
nize that and you mentioned Germany. We lost an opportunity in
the Trans-Pacific Partnership to be in unity with the Asian coun-
tries and Pacific countries in a policy that could have isolated Chi-
na’s influence on the trade front.

Germany, of course, is very much in tune with the EU. So work-
ing with the European Union would, certainly, be critically impor-
tant. So if we can deal with the Pacific nations and we can deal
with Europe and isolate China economically for these types of be-
haviors, it seems to me that our sanction policy would be more ef-
fective.

I recognize that China will never acknowledge their justification
of sovereignty, even though it is no justification for violating their
international commitments on Hong Kong, the way they treat their
own citizens.

But my point is that we are not going to give up. President Biden
has made it clear that our foreign policy is going to be wrapped in
our values.
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My question is, how can we be more effective at changing behav-
ior in China, and to me, perhaps reengaging the Pacific nations on
trade, perhaps dealing with Europe on specific sanctions related to
Hong Kong?

I welcome your additional thoughts, any member of the panel
that may have thoughts on that.

Dr. EcoNoMY. Let me just offer one quick additional thought and
that is, it is fairly easy when it comes—for China when it comes
to the United States sanctioning China or even, I would say,
United States and its closest allies for China to say it is just
United States trying to contain China. That is why it is doing this,
right.

What would be more helpful would be if we could engage a
broader swath of the developing economies to stand up. As I men-
tioned earlier, those are the countries that come to China’s defense
in the United Nations around things like Xinjiang and Hong Kong.

Those are the countries that we need to get to our side. I think
once China feels as though it has, you know, nowhere, has no sup-
port, I think that is when we are going to begin to—that is when
China will begin to feel the heat.

And I will just quickly note that from 2019 to 2020 there were
two different resolutions brought before the United Nations on
Xinjiang. The Central Asian nations dropped off their support for
China from the first to the second.

So it is possible to peel them away. They did not sign up to criti-
cize China but they did not support China. So I think we need to
do more work in that arena.

Senator CARDIN. Very good points. I would also recognize my col-
leagues’ talk about the Belt and Road Initiative. Very much we
have to diminish China’s influence that they are trying to buy in
otherwise democratic free countries that influence their judgment
in joining us in isolating China because of their human rights vio-
lations.

I think putting together that entire package it can be much more
effective in bringing about change in China’s governance activities.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Cardin. We love your green
tie. You are followed by someone who has an even deeper green tie,
Senator Romney.

Senator ROMNEY. Thank you, Mr. Chairman.

Dr. Economy, as I have listened to the three people testifying
this morning, I am struck by the massive investment China is
making around the world, an investment and propaganda, invest-
ment in sending students around the world.

Of course, the Belt and Road, making loans all throughout Latin
America, through Africa, to the Middle East. The number in Iran
was massive.

How are they financing all this? How do they afford it? Where
is the money coming from? Because we are not providing anywhere
near the kind of investment around the world that they are. And
yet, we are the larger economy in the world. How is it they are able
to afford all of these massive investments?

Dr. EcoNnoMmy. First, a lot of the Belt and Road investment is not
actually investment loans, and I think that is important to remem-



58

ber that they are lending the money to these countries and then
they are using—these countries are often using Chinese construc-
tion firms, Chinese equipment, and so—or they are getting paid
back through resources.

So it is one big cycle of Chinese money going through and leading
back to China, and they are able to do that because they have such
low-cost labor, they underbid, and they subsidize.

So, you know, I think they have put a priority on this is also how
they are able to do it, and we have not put a priority on this.

I mean, it is also less expensive, frankly, to, host a student in
China than it is to host a student in the United States.

So I think there are a number of ways, but I think, fundamen-
tally, what it speaks to is Xi Jinping’s belief that this kind of out-
reach is going to pay off over the long term, and that it is bent on,
especially in the technology field with the Digital Silk Road.

China is going to, basically, provide the technological infrastruc-
ture for the 21st century. It is a long-term investment in play.

Senator ROMNEY. But as they loan money to a foreign country to
build a port or to build whatever—the country is going to pay them
back in the future, but in the current, they are actually spending
the money to pay people to go to that country to build the port and
so forth.

So there is a lot of money coming in. A lot of that money is com-
ing from the U.S. and we have pension funds and others that are
investing in China. So I think we need to think of that.

Just another question I will ask you, Dr. Economy, or the other
members of the panel as well, which it is very clear that China has
an extraordinarily comprehensive strategy to dominate the region,
and I would suggest once they feel they have dominated the region
they intend to dominate the world.

And, I mean, their strategy includes their military, their competi-
tiveness economically, their propaganda efforts, the management of
their own people, their monitoring of their own people, their geo-
political strategy with Belt and Road, the technology transfer.

It is an unbelievably comprehensive strategy. There is no way
that a bunch of men and women in Congress are going to come up
with a strategy to confront that. We are being outcompeted in a
dramatic way on the world stage, and we are not equipped, as a
group of folks that are a little long of tooth, to come up with some
that is so comprehensive that we are going to push back in a posi-
tive way and assert our leadership in the world.

And so I wonder, what do we do? How would you suggest that
we develop the kind of comprehensive approach and the decisions
on where to invest money and how much to invest to counter what
China is doing around the world? Because at this stage, we are
highly reactive and, frankly, for the last decade or so we are losing
pretty badly.

Dr. EcoNoMY. So I am going to make one quick point and then,
please, everybody else jump in, and that is; we have to have our
own vision.

We have to have our own vision for what the United States, its
place, is going to be in the world and for what the world is going
to look like in 2049, and then we have to structure down from that.
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And then we have to work with our allies to realize that vision,
because I think you are right. Otherwise, we end up simply re-
?porﬁding to the thousand different initiatives that China is putting
orth.

And so even to say about strategic competition against China,
really, it should be about, you know, what does the United States
want this world to look like in 2050 and how are we going to get
there. I think that is how we have to approach this.

Senator ROMNEY. Thank you.

The other members, happy to have you comment.

Mr. SHUGART. So I think—sorry, Mr. Khan. Go ahead, please.

Mr. KHAN. Within the technology domain, I think China still rec-
ognizes that with respect to certain high-end technology supply
chains, semiconductors being one of them, they are actually still
relatively dependent on the United States and allies.

That might not remain the case in the years ahead. But they are
investing quite heavily to, hopefully, gain technology independence
in some of those domains. They are trying to localize supply chains.

And so whatever we can do in our technology strategy to main-
tain that leverage that we have now will have huge geopolitical
and strategic relevance in the years ahead.

Senator ROMNEY. Thank you.

Mr. SHUGART. And from the military perspective, I think that it
is definitely going to have to be a team effort. We are going to have
to have an association of like-minded democracies and nations that
are going to have to band together ever tighter in order to counter-
act Chinese military power in the region and further abroad.

I would point out that, from a military perspective, China is not
really trying all that hard yet. I mean, outside estimates, not
theirs. I never believe theirs. But outside estimates of their mili-
tary spending is less than 2 percent of GDP.

So they are not really quite breaking a sweat yet, which means
it is going to take greater involvement, contribution, both in terms
of perspectives provided, strategies considered, and just shoulders
put to the wheel to be able to succeed in the long run.

Senator ROMNEY. Thank you. My time is up.

The CHAIRMAN. Thank you.

Senator Murphy.

Senator MURPHY. Thank you very much, Mr. Chairman. This has
been incredibly informative. A fantastic panel. Thanks for taking
the time with us.

I want to build upon Senator Romney’s questions regarding the
scope of Chinese economic development efforts and just note that
we have, essentially, voluntarily put one hand behind our back.

We have an International Development Finance Bank, one that
is more nimble and more comprehensive today, thanks to efforts of
Congress to establish the DFC. But its cap is around $60 billion,
whereas the Chinese development bank’s overall portfolio today is
$1.3 trillion. And so if we do not start getting in the international
economic development game, at the very least with the capacities
that we have today, then there is absolutely no way to be able to
meet China where they are.

And so I wanted to ask that question about whether the DFC is
the proper entity to be able to compete internationally for develop-
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ment finance projects, whether you think that we need some new
special purpose vehicle, and then to ask about, you know, this
question of how we can better integrate with our European part-
ners.

There is no effective China strategy that does not involve very
close cooperation with Europe, and these development financing
projects can be much more effective if they are done jointly with
European partners.

So I wanted to open up that line of questioning for the panel.

Dr. EconoMy. Okay. So I will start, I guess. So I think the De-
velopment Finance Corporation was a terrific innovation. Some
people have proposed that perhaps there should be another one
that is explicitly devoted to technology so that the Development Fi-
nance Corporation can focus on the harder infrastructure and then
we can have one that deals with technology infrastructure.

So we would need more investment. But obviously, you are right,
we need to partner with Asian allies and European allies.

Europeans are concerned about China’s inroads within Europe,
in particular. They also have their own Asian connectivity strategy
that they have talked about.

But my experience in dealing with the Europeans is that they
have a less of a threat perception when it comes to China than our
Asian partners, and so they are a little bit slower off the mark.

That does not mean that we should not continue to try to work
with them. But I do think that they are not quite as invested in
terms of pushing back against China.

They do not have the same degree of threat perception, I think,
as the United States and our Asian partners. So I am all for co-
operating with Europe.

I just think it will be more difficult than not with some of the
major economies. U.K. may be an exception. But I think France
and Britain, in particular, are a little bit dragging their heels.

Senator MURPHY. Let me follow up with a question about our
diplomatic efforts. Last year was the first year that China had
more diplomatic posts around the world than the United States
did, and I have conveyed a few times during the committee’s pro-
ceedings a story from a recent trip I took to Dublin at the exact
moment that they were going through a tender for a 5G contract.

Our embassy there noted that the Chinese embassy had swelled
in personnel that—not coincidental to this private sector contract
tender. Chinese diplomats had all of a sudden shown up to make
the case.

We have no capacity to do that nor do we, frankly, have any
strategy that would involve integration of U.S. diplomats with pri-
vate sector contracts in any meaningful way.

A group of us yesterday proposed a pretty dramatic increase in
just the size of the U.S. diplomatic corps, in part to be more nimble
in order to support private sector efforts to compete with China
around the world.

What do you make of China’s investment in diplomacy posts and
is it necessary for us to keep up?

Dr. EcoNoMY. Absolutely, and again, it speaks to that sort of
strategic and multi-level, multi-domain approach that I mentioned.
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China basically grasps everybody and deploys them toward a single
objective, as you point out.

So their embassy people become involved in pushing for Huawei.
They will fund universities to do studies on the Belt and Road and
provide students to—on the Digital Silk Road provide scholarships
for itudents to come back for the best essays to talk about why it
works.

You are right, we are not going to compete. But I will say I did
research in Greece, and I will say that the American ambassador
there, he blogs. They hosted the American Pavilion. It was the year
of the United States when he was there.

He brought American companies like Google and others and they
did sort of incubator things and innovation workshops. And every-
where I went in Greece people talked about how effective that di-
plomacy was.

Secretary Pompeo visited once, if not twice. The head of the De-
velopment Finance Corporation went to Greece and all of a sudden
Greece, which had to pilot projects on Huawei underway, now is
not going to use Huawei in its 5G infrastructure, moving forward.

So I think it is enormously important to have a strong diplomatic
presence that is capable of understanding what is happening on the
ground and to bring in the firepower from Washington when need-
ed and also from the private sector.

Senator MURPHY. It is a good reminder that diplomacy is both
about quantity and quality. Ambassador Pyatt is truly exceptional
and we can learn from his efforts in Greece.

Thank you for your time. Appreciate it.

The CHAIRMAN. Thank you.

Senator Young.

Senator YOUNG. Well, thank you, Mr. Chairman, Ranking Mem-
ber, and I thank our witnesses very much.

Mr. Khan, you highlighted in your testimony the ways in which
China is pulling ahead in this technological competition with the
United States and that it is critically important for us to take ac-
tion to keep up.

I wholeheartedly agree with this concern. I believe that we need
to recognize that in order to compete with China we must not ig-
nore America’s unprecedented capacity for innovation.

We have done this successfully in the past, of course, as a coun-
try, most notably during the Cold War. In the 20th century, the
United States led the world with investments in science and tech-
nology and infrastructure that would highlight the crucial role of
the Federal Government in catalyzing innovation in national de-
fense, economic security, and American prosperity.

The Apollo program may be one of the greatest examples. In re-
sponse to Sputnik, the Federal Government spent $140 billion in
today’s dollars to land a man on the moon and to win the space
race.

The success of NASA would lead to spinoffs and hundreds of new
products, new industries, and American leadership in aerospace
itself. By 2018, U.S. dominance in this aerospace sector contributed
$2.3 trillion in GDP to the U.S. economy, including $143 billion dol-
lars in exports annually, more than the entire investment to put
a man on the moon over a decade.
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I believe we are staring at another Sputnik moment, only this
time with China’s investments in research into emerging tech-
nologies, technologies that have the power to dramatically reshape
our world, especially if they are developed by the authoritarian re-
gime in Beijing.

This is why I am working on bipartisan legislation, the Endless
Frontier Act, to confront this challenge head on, invest in R&D,
and keep America in our leadership position, in short.

The bill focuses a $100 billion investment in research and devel-
opment over 5 years on 10 key emerging technologies, including the
two you highlighted in your testimony, artificial intelligence and
semiconductors.

Recognizing and embracing the global challenge that China pre-
sents, these funds would be used to crowd in the expertise of both
U.S. private industry and also crowd in the expertise and capital
of our global partners and allies.

I would note that the model I favor to scale up proven tech-
nologies would be the very DFC like structure just endorsed by Dr.
Economy. I believe the time is right to get this done, and I look
forward to the Senate considering this issue in coming weeks.

Mr. Khan, what are the risks to the United States if we are not
successful in this competition over technology with China?

Mr. KHAN. Senator, first, I would just like to note that I agree
wholeheartedly with your characterization of China’s challenge to
U.S. technology leadership as really a Sputnik moment.

We really should be increasing R&D at the federal level quite
substantially. You look at the numbers over the last few decades,
and the percentage of GDP we are spending on R&D has contin-
ually declined and it is really now the time that we should be look-
ing to stabilize that and perhaps increase it.

The Federal Government has a unique role in funding
precompetitive breakthrough research that industry is not always
well placed to consider, and if we do not do this traditional tech-
nology paradigms are going to slow down.

People talk about that in semiconductors, Moore’s law, which is
this observed law of progress with computer chips. Without basic
investments, we probably are going to start seeing slow progress,
and in a time of slow progress that means competitors can catch
up, and China in particular.

If technology leadership is going to be a key piece of overall stra-
tegic relevance in the long term, then we have to keep investing
and running faster than China in order to maintain that leader-
ship, and at the same time, we do have to work with allies, given
the scale of these challenges.

Senator YOUNG. So, Mr. Khan, I am grateful for the response.
Let me just follow up on a thread there. You talked about the im-
portance of federal investment. I would expand that, paired with
whatever monies we can get from the private sector as well as
partner and allied countries and so forth.

Why cannot the market alone take care of this? Is it because,
and I will volunteer to you my understanding of it. It is because
venture capital, venture capital, will not invest in technologies that
are not entirely proven or do not have a strong record of being
proven.
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It is too speculative, and the time horizon for a return on invest-
ment is too long and the spillover benefits that are realized in
terms of national security and in our collective benefits are not—
would not be captured in terms of the return on investment for
venture capital. So that initial investment would not be possible.

And then as it relates to scaling, which is where the real money
is, ultimately required, you need a DFC like structure or some
other federal construct to help scale proven technologies because
private equity does not do this. Private equity, instead, they iden-
tify existing proven business models and they go in, as Mitt Rom-
ney can tell you—he has worked in this space—and they prove they
will optimize existing models and squeeze more value out of them.

So 1s it that reason or are there other reasons why federal invest-
ment, premarket, in technologies as opposed to just hard science
are required here?

Mr. KHAN. Senator, I think you are absolutely right to point out
time horizons as a big piece of the issue, also spillovers as well.

I think in mature industry areas it is also easier for the industry
to set a target in a known paradigm.

But when you are talking about the next technology paradigm,
there could be 20 different things that are going to be important,
and industry is not always going to be focused on that. In fact, that
technology could disrupt existing industries. So that is a big risk.

A few decades ago in America it was the time of the dominance
of the corporate research lab, which had a similar place where they
were able to have very long time horizons.

But right now, that model is less common in industry, and I do
think the Federal Government can fill that role of long-term invest-
ments that prioritize wide spillovers to the broader economy.

Senator YOUNG. I am over my time. I apologize, Chairman.
Thank you so much to all our witnesses.

The CHAIRMAN. Thank you.

Senator Van Hollen.

[No response.]

The CHAIRMAN. Senator Van Hollen, I believe you are muted.

Senator VAN HOLLEN. Thank you, Mr. Chairman and Ranking
Member. Great hearing. I want to thank all the witnesses testi-
fying today.

I do believe we have a dangerous misalignment between the na-
ture of our foreign policy challenges today and our current strategy
and resources for meeting them, and I was pleased to join with
Senator Murphy and some of our House colleagues yesterday in
proposing changes to our foreign affairs budget, including signifi-
cantly increasing the DFC, which has been mentioned, but also
providing more of a diplomatic search to counter China’s global ini-
tiatives to export their model and also meet other foreign policy
challenges.

I do want to salute the Biden administration for their action
today in sanctioning 24 officials from China and Hong Kong for
their crackdown on democracy and human rights in Hong Kong,
based on a bipartisan bill Congress passed last year.

But I agree with Dr. Economy that those measures are much
more effective if taken in concert with a multiplier effect with our
allies and partners around the world.
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That is true whether you are talking about human rights or the
other major challenges before us. I agree with Senator Young and
others who have said we need a major sort of Apollo program when
it comes to our investment in these cutting-edge technologies, given
China’s very expressly stated goals around the China 2025 agenda.

So, Dr. Economy, there have been lots of talk about how we need
to work with our democratic partners and allies around the world
in terms of organizing some kind of strategy to counter China’s
moves around the world to export its model to leverage some of its
unfair economic practices.

There has been talk of techno democracies versus techno autoc-
racies. Many different lenses through which we could view this.

Here is my question. I am trying to boil down these concepts into
specific actions. So if you were the secretary of state right now and
you were sitting down with the heads of state of our partners and
allies around the world, what specific actions would you say we
should take today, as specific as you can, in laying out a strategy
to bring democracies together to counter some of China’s actions?
And thank you for all your good work in this area over many years.

Dr. EcoNOoMY. So thank you, Senator Van Hollen.

I think approach to China has to happen at two levels. One is
the defensive strategy and one is the offensive strategy, and the de-
fensive one is looking across each one of those domains that I men-
tioned from China’s reunification strategy to the Asia Pacific re-
gion, out to the Belt and Road and up into global governance insti-
tutions.

So it matters that we coordinate policy in each one of those
areas. For example, in global governance institutions, you know,
we need to coordinate, for example, in the OECD to develop con-
sensus candidates to head U.N. agencies and programs.

We need to work together to flood expert committees in the tech-
nical standards areas where China has been doing that and taking
control of these committees.

So in each one of those domains, we need to have a coordinated
strategy to push back when we can identify those Chinese policies
and push back against them.

Beyond that, I will go back to my last recommendation, which is
we need a coordinated effort to bring a vision that is rooted in
democratic values that addresses the kinds of issues that the Biden
administration has laid out—corruption, the cyber and climate—
through into the developing world.

It cannot be all about just the allies and our partners. We need
to engage the rest of the world, and how do we get buy-in from
those countries into the liberal international order into the vision,
you know, that we believe sustains the rules-based order.

And so for me, the biggest and most important thing that the
United States and its allies can do is to think through a com-
prehensive initiative, again, rooted in our values and our partner-
ships that brings together the economic development needs of the
rest of the world in a sustainable way and brings innovation to
these economies.

I think that is the way that we actually counter China.
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Senator VAN HOLLEN. I appreciate that. I see my time is already
out. So I will just follow up with the other witnesses separately.
But thank you all very much for your good guidance and counsel.

The CHAIRMAN. Thank you.

Senator Hagerty.

[No response.]

The CHAIRMAN. Senator Hagerty, I believe you are muted.

Senator HAGERTY. Thank you, Senator Menendez, Ranking Mem-
ber Risch. I appreciate this very informative hearing that you have
organized and I want to thank all of our witnesses as well.

I would like to turn our discussion to an area where we've had
tremendous progress, frankly, since 2004, and I put a lot of effort
on my own behalf into this area, and that is our cooperation in the
countries known as the Quad—our allies Japan, India, and Aus-
tralia.

This cooperation, I think, can have a great impact on our rela-
tionship with China. We have seen great progress, particularly ac-
celerating over the past several years, and I am very pleased to see
the Biden administration continue a focus on the Quad.

In fact, there was a leaders meeting that took place just this past
Friday between our President and his counterparts in Japan, Aus-
tralia, and India.

I would like to open a question to the group. Given our progress
to date, what new milestones can you offer for cooperation with our
Quad partners? And the second part of the question is whether
there might be other nations that we should include in this cooper-
ative effort?

[No response.]

Senator HAGERTY. I will first ask Dr. Economy.

ﬂDr. EcoNomy. I wanted to give somebody else a chance to start
off.

Senator HAGERTY. I keep picking on you, Elizabeth. I am sorry.

Dr. EcoNnoMY. No, no, it 1s okay.

I mean, let me take the second part of your question first, and
that is are there other nations. I think there are a lot of opportuni-
ties to engage other countries one by one, with the Quad, and I also
think the general secretary of NATO has expressed a lot of interest
in expanding cooperation in the Asia Pacific on cyber issues, on
space issues. So I could see some partnership between the Quad
and NATO developing in the future.

In terms of the issues that the Quad should look at moving for-
ward, I think that, basically, what we are hoping for is that the
Quad is going to become the foundation for the entire Asia Pacific
region in terms of maintaining freedom of navigation and free
trade and better human rights and governance practices.

So I think initiatives that reflect those basic principles are what
we would want to see. And I could offer some suggestions but I
vzflant to give some time to other people who have some concrete
ideas.

Senator HAGERTY. Please. Thank you.

Mr. SHUGART. So from a military perspective, the ever-closer
Quad engagement is very good to see. I am a former naval officer
so I tend to see things perhaps from a maritime perspective, but
it seems like the greatest challenge we are going to see worldwide
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is, to a pretty large extent, going to be a maritime one. That as
China, somewhat understandably, tries to develop the ability to se-
cure their sea lines of communication against—in the case of a
military conflict, that is going to result in development like we
have not seen in quite some time, and all the Quad nations are
maritime nations.

But I think keeping moving along those lines of like-minded na-
tions who are interested in free trade and open economic develop-
ment, because we have to remember that in the world as we know
it the worldwide global commons has been in the caring hands of
either us or, prior to us, the Royal Navy for the previous several
hundred years.

We have not seen a time period where we have allowed an au-
thoritarian-collectively that is, have allowed an authoritarian na-
tion like China to gain control of the global commons.

So any nation that is interested in making sure that does not
happen should be somebody who it would be helpful to have on
board and achieve ever closer collaboration.

Thank you.

Mr. KHAN. I would just like to add from the perspective of tech-
nology diplomacy, it is critical to partner with the key high-tech-
nology producing nations in the region.

That includes Korea and Singapore at a minimum, but we also
have to be working with many of the emerging economies in South-
east Asia who are going to become increasingly important for tech-
nology supply chains in the future.

Senator HAGERTY. I appreciate that suggestion, Mr. Khan, and I
must add that the U.S. has a tremendous military presence, a tre-
mendous maritime presence, in the region. And I also concur that
we need to continue to cooperate with the other maritime nations
in the area but look for ways to cooperate and partner with other
nations.

And I particularly appreciate the direction you are taking us, Mr.
Khan, in terms of finding ways to advance our technological co-
operation.

Thank you very much.

The CHAIRMAN. Thank you.

Senator Markey.

Senator MARKEY. Thank you, Mr. Chairman, very much. Senator
Cory Gardner and I introduced the landmark Asia Reassurance
Initiative Act, which was passed into law in 2018 and has since
provided $2.5 billion per year towards initiatives in the areas of se-
curity, economic development, human rights, and fighting corrup-
tion in the Indo-Pacific.

These investments are meant to cement the United States place
in the Indo-Pacific, allowing us to work with our regional allies and
partners to compete effectively with China and advance the mis-
sion of a free and open Indo-Pacific region.

Dr. Economy, how do investments such as those implemented
through ARIA move the ball forward in terms of combating China’s
influence in the Indo-Pacific?

Dr. Economy. I think they are critical. I sit on the board of the
Asia Foundation, for example, and so the type of grassroots effort
to cement the rule of law to help develop innovative ways for coun-
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tries to develop their export capabilities, women’s empowerment
issues—I think all of these things are essential.

Personally, what I think is missing from this is some form of a
branding initiative, and I worry sometimes that we in the United
States do a lot in terms of capacity building, which is essential.

And yet, somehow it gets diluted and there is not the same sense
of everything that the United States is bringing to the table, and
even with our allies as the Belt and Road Initiative.

And so, to some extent, I think what we really need to do is to
have a comprehensive initiative, with a name attached to it that
sort of lays out very clearly for countries this is what the United
States is bringing to the table. In a very sort of five points, this
is our effort.

So I think it is terrific. But I think we are missing an oppor-
tunity in terms of actually selling the United States in some of
these countries.

Senator MARKEY. Thank you.

Senator Gardner and I thought that Asia Reassurance Initiative
was a good headline. But you are right, maybe they need to—thank
you—we have to do a better job. I agree with you.

May I also ask you, Dr. Economy, how do we balance these inter-
ests? We need China on climate change, on nuclear nonprolifera-
tion. But at the same time, they are engaging in activities against
the Uighurs, and in Hong Kong that are absolutely reprehensible.

So how do we balance those interests? Because, clearly, we need
them on climate change, for example.

Dr. EcoNoMY. We need them. But, it is in their own interest to
respond to climate change. So I am firmly in the camp that says
we should not be trading out any issues of importance to us to try
to garner Chinese support on climate change.

Xi Jinping has established himself, ostensibly, as the leader on
the global stage on climate change. I think that gives us leverage
to hold him to account. That does not mean we should not take ad-
vantage of opportunities to partner with China on climate change.

When they emerge, we can help them make a more robust emis-
sions trading system. We can model best behavior by setting out
our benchmarks for how we are going to achieve carbon neutrality
by 2050.

We can push them to green the Belt and Road Initiative. There
is a lot that we can do. But one thing I do not ever want to see
us do is trade out other priorities to get them on board.

Senator MARKEY. No, and I agree with you. I agree with you. But
it is a delicate balance we have to strike. I agree with you.

And finally, Mr. Khan, on green infrastructure, China is now
manufacturing 95 percent of solar panels. What should the United
States be doing in that one specific area of green energy in order
for us to be competitive globally?

Mr. KHAN. Senator, I have not investigated that issue in much
detail, but I absolutely think that should be an area that we are
heavily investing in as well.

Senator MARKEY. Okay, great.

Dr. Economy, have you looked at that, the green energy gap that
has been created in terms of production coming out of China?
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Dr. EcoNnoMY. Right. China, beginning in 1992, started to en-
courage foreign firms to invest in China as a condition of their ac-
cess to Chinese market. They had to set up manufacturing plants
in China and slowly over that time it has captured the wind and
solar markets.

There are other green technologies where I think we can still be
leaders. There is smart green technologies, et cetera. We have bat-
tery production.

We need—there are areas that we—look, we have to set out the
objectives, allow for some support for these——

Senator MARKEY. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

I see no other colleagues that have booked on, and unless some-
one is on and has not shown their video and recognizing that there
is a vote underway, with the thanks of the committee to an incred-
ible panel.

We have different dimensions here that we have explored. We
appreciate your insights. The record for this hearing shall continue
until the close of business tomorrow for questions to be asked for
the record.

And with the thanks of the committee, this hearing is adjourned.

[Whereupon, at 11:50 a.m., the committee was adjourned.]
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