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SALZBURG GLOBAL SEMINAR

ChinaasaWorld Power
Expert recommendations for Chinese and inter national policymakers

China would benefit from greater transparency alisyiolicy-making
processes, in order to build greater trust andidente among its
partners in the international system. The West si¢gthake greater
efforts to understand China, and work out longem{enore consistent
strategies for dealing with it. And other countriespecially other
emerging economies, need to be more strategiamg tiseir developing
relations with China to strengthen their positibath individually and
collectively, within an emerging multipolar intetranal order.

These were among the main conclusions reached pyl&ymakers and
analysts from China and 27 other countries wholasttmonth in
Salzburg, Austria — just three weeks after Chima'w leadership took
over — to debate the question: “China in the 2Estt@y: What Kind of
World Power?”

Convened by the Salzburg Global Seminar, an inddg@rconference
center, the group sought to make constructive sigye both to China
itself and to other countries that will interacthvit over the coming
decade. Its aim was to assess the likely extenhande of China’s
rising power, and as far as possible to recommendses of action that
would make for a more harmonious world, in whichrgld global
challenges can be met by effective and coordinatéidn. It was chaired
by Isabel Hilton, editor of www.chinadialogue.natgioneering bilingual
website devoted to climate change and environmant),included
leading academics, journalists and policy advifers China as well as
China experts from the United States, the Eurojgaan, India,
Indonesia, Japan, Russia, and a range of othetrasifrom Afghanistan
to Egypt to Argentina.



The conference deliberated for five days, from Daoer 4 to 8, 2012.
For much of this time it split into thematic worliigroups, which
considered:

() China: World Leader in Waiting or Conflicted |gerpower?

(i) Human Rights in China’s Foreign Policy

(iif) China’s Approach to Multilateralism

(iv) Governance and Social Insecurity in China

(v) China’s Quest for Energy and Natural Resources

(vi) China’s Expansion to Latin America.

But on the final day participants rearranged théveseinto three
different groups, one of which formulated policyggastions for China
itself on engaging with the rest of the world, vettlhe other two made
recommendations for, respectively, Western countaied the rest of the
world (especially other emerging economies), on hmwteract with
China. Their findings are summarized below.

|. Policy recommendations for China on engaging with therest of the
world

a. International Norms and “Soft Power”

As an emerging power and responsible internatiac@r in the world,
China could promote the observance of internationains and values by
embracing them in its own action, both domestic iaternational. Up to
now China’s style of domestic governance has dfgreared to conflict
with such globally accepted norms and values gsoresbility,
transparency and human rights. If China’s Partiestashes to convince
the world that in fact it favors compliance withregd international
norms, this needs to be reflected in actual paibieth at home and
abroad. Such policies could greatly increase Chifigsft power” —
something the country badly needs at a time wise@dbnomic and
military strength is developing very rapidly.

b. International Security

» It will be greatly to China’s advantage if it camke its conduct of
international affairs less opaque and more prelolieta
Transparency will help to reduce mistrust.

» It will be in China’s interest to engage in moréuet strategies of
building trust with other stakeholders, and to poterreciprocity
in its interaction with them. China may (in constitin with other
stakeholders) build crisis management mechanisraddcess
specific issues and conflicts. Such mechanismstaig/the form
of one or more non-binding fora for regular and eyeacy




dialogue, with negotiated terms of reference, oheoto maintain
lines of communication between stakeholders evendarmost
tense of times.

» China would also benefit from being more transpiirers
decision-making processes. Allowing outsiders tonfa clearer
understanding about the inner workings of the Cdene
administration and systems would help alleviateagessary
tension and suspicion among other stakeholdersn\Wealing
with sovereignty claims, China would greatly benftm
embracing a more transparent code of conduct,dowrage
greater trust and confidence among other staketwldibis
approach would further augment China’s participatio
multilateral platforms and strengthen worldwide aagional
belief in its commitment to resolve disputes thiopgaceful
means — dialogues and consultations. To strengtfi®nt would
be useful to have more effective communicationaaious levels
among the civilian and military hierarchies of Ghiand other
stakeholders.

c. Non-Traditional Security (NTS)

China, like many other countries, faces a rangdT issues such as
transnational diseases, environmental degradatioand water
pollution, corruption, and many others. These issuanot be curbed or
halted by traditional border-based control mechasisTheir cross-
border nature requires international cooperatiogffiorts to mitigate
them. Therefore, China can deal with these issu@s effectively by
putting in place clearer and reliable mechanisntgate, and working
more closely with international partners abroad.i€3nes such as
energy, China can provide leadership by activebhuting renewable
and environment-friendly technologies, which willihto lessen energy
pressures on China itself.

d. Economic Relations
China may consider adopting robust, resilient aadgparent policies on
trade, and on international frameworks for regatathoth trade and
financial markets. The following suggestions maybesidered:
() allow a level playing field and reciprocity for atlarket
participants;
(i)  be in full compliance with the international stardtaand
regulations, and fulfill the commitments that Chirees already




given, e.g. in the World Trade Organization, Baok f
International Settlements and G20;

(i)  help ensure local and global economic and finarstaility, in
particular exchange rate policy, banking stabdityl monetary

policy;

(iv) show a continuing commitment to promoting and imprg
fair, transparent and robust policies on tradeéigellatory
framework, and sustainable development.

e. Domestic Governance

Over the years abuses of power by local officiatgl the level of public
dissatisfaction these have provoked, have frequéettn cited, both at
home and abroad, as a major source of instalii§hina. Bureaucratic
hurdles, coupled with a lack of public input intectsion-making, may
thwart China’s efforts to achieve accountable aaddparent local
governance. Therefore, local democracy at townshgven county level
needs to be introduced. When a certain numbercaf lafficials are
chosen by local citizens, the new local governanodel will be able to
establish an accountability system that requirel®ehl government
officials to answer for their conduct; more effgetsupervision of these
officials both from above and from below; greatartjzipation by local
people; and a more effective system for managifujgaomplaints.
Establishing an independent governance monitonggrozation may
help deal with these challenges, and contributaedeting China’s need
for more efficient and transparent governance.

II. Recommendations for Western countrieson interacting with
China
a. Background Considerations

* As arising global economic giant, China is lesd kss willing to

listen to Western hectoring, lecturing, preachingeaching. Nor is
it receptive to attempts to integrate it into adyeanade world
order. Even talk of “advising” or “engaging” Chirtagwever well
intentioned, risks being perceived as condescending \West
must interact with China on a strictly equal fogtin

1In particular, better regulation of and respectifbellectual property rights would
enhance foreign investors’ confidence in China@swtribute to its development.



Western countries, particularly the United Staties,European
Union and Japan, are involved in extensive secarntytrade
activities in the regions around China, namelySbeath and East
China Seas as well as South-East and Central lsiacent years,
China and the US have reacted to each other’sigsliwith China
taking a more assertive position while the US s¢éeKeebalance”
by strengthening its ties with other countries witthe Asia-
Pacific region. Beijing is suspicious of an inciagsWestern
presence in its neighborhood and feels (or claorisdl)
threatened when it sees its neighbors seekingaretEWestern
support or cooperation.

Meanwhile, in Western capitals, as well as manyiwithe region,
there is a growing sentiment that China doesn’'ttw@eonverge
with the West. It is argued that China will becoakess
cooperative partner in the next ten years. And taswithin the
region fear that their interests may fall victimcanfrontation
caused by a lack of sufficient Chinese-Westerrodiaé.

The US, the EU, Japan and South Korea, despitesghared
democratic values, have different interests inadind China,
and therefore different concerns. Some criticizen€lfor taking
actions which do not align with its words. But Chiitself has had
a frustrating time dealing with Western partnergably in its
efforts to invest in the EU. To some extent, Chpodacy in all
Western countries has been too much dominated ime slic
politics.

Up to now China has not played a very active adilggarole in
most multilateral institutions. Including Chinanmore multilateral
institutions and processes may benefit both sidesiously,
multilateral engagement of this sort requires elgpee-sharing
and close collaboration between the different Wagparties
involved.

In sketching a long-term strategic Western visibis, crucial: to
know what China’s priorities are; to recognize &se
achievements; to consider possible trade-offsjquéarly in the
trade and investment area; to identify the chaksnghina
currently faces and explore ways for the West tp;He
understand where the pressures and outlets areatiing same



time, to encourage China to understand the retsteofvorld more
thoroughly. Without this, Western initiatives am@odned to failure.
Whatever the new policies, they must ultimatelyabeeptable to
China.

Whether China wants to play a leading global roladt, it is
already deeply engaged with countries all roundatbdd in order
to supply its domestic needs. It has invested arlmind the world,
mainly in energy and natural resources, but hts éperience in
managing and maintaining vulnerable supply linesl, laas taken
few measures to protect them. Western countridsagle this
experience, and this is one area where cooperagitmeen them
and China could be fruitful.

b. Recommendations

1. Western nations must make an effort to under stand China better.
Unless the West expands and deepens its undersgaoidhow China
works — preferably with the help of a more transpaand open Chinese
government, but this cannot be taken for grantis views and advice,
and indeed its efforts to help build Chinese cagagispecific sectors,
stand little chance of being taken seriously.

In particular, the West needs to be cautious ibetsavior towards
China on securitissues. While firm diplomacy may sometimes be
needed, and current official dialogues must beisoad, Western
countries should seek to bring more transparendyeassure
China about legitimate Western interests in therethrough
increased confidence building measures and targedegpendent
“track II” programs, i.e. those that involve praeii exchanges
among civil society groups, political parties, jhdiciary, NGOs,
academia and the private sector, as opposed twabffiovernment-
to-government contacts. These programs shouldnbedaat
building capacity, accountability and cultural uretanding, with a
focus on Chinese domestic priority concerns. Suolgrams can
bring the internal Chinese debate to the West.
(www.chinadialogue.net is a good example.)

These measures could take the form of short, mednariong-
term initiatives, including track Il cultural dipteacy and people-
to-people programs — which would also allow Chimaxploit its
“soft power”, in other words expand its influende@ad in a non-
threatening way. Under such programs, Western achas well



as politicians, should make greater efforts to ustdad China, in
particular the complexities of the ruling Commuristrty and its
procedures. This could happen through practicah@axges (with
no official character), involving more research ameraction
between independent Chinese and Western instistpmiitical
parties, civil society and the private sector. Mg/, Chinese
institutions, political parties and civil societyogips would feel
more integrated into the world system, and dephbeyrtresources
more effectively. There are already many such exgagrograms
under way at a variety of different official, seofficial and
unofficial levels, involving (for instance) judgaad students. It
would be good to expand them in such a way thaipn&iance,
Chinese journalists and bloggers would be/permitted indeed
encouraged, to spend time in the West.

* Itis important that track Il initiatives acknowlgel and
complement the current official dialogues betwdenWest and
China, for example, on human rights.

* Inthe past ten years, the EU has been suppodaoaj €lections in
China. If China moves in the direction of furthenabcratization,
this electoral assistance program could be expafidedlocal
town level to county level, and widened to incladsisting the
agenda for political reform and encouraging smadbaties, which
are already engaged in the consultative politicat@ss, to move
towards actual power sharing.

» For better interaction, it is important to incredemiliarity with
the English language inside China and familiaritghvthe Chinese
language in Western countries.

2. Long-term strategic thinking on managing relationswith China

A sine qua non of effective China policies is dig#n separate longer-
term priorities and objectives from short-term dstieepressures that too
often are incompatible with or directly contradicem. This has been one
of the biggest problems affecting Western goverrigi@iforts to pursue
effective policies towards China, because it rezpugxceptional political
firmness, vision and courage.

Western countries should:



» Focus on having an articulated China policy andpiuag it in a
coherent and sustained way that serves the Wedkxtve
interest. This is especially needed in the EU, Wwisicould identify
its priorities. The EU and its member states nedddus on long-
term strategic engagement with China, particularltyheir policies
on investment issues, and on occasion be prepausattifice
short-term gains in the interests of this long-tgaal. Above all,
member states should stop undercutting Europelfsativle
leverage by allowing Beijing to “buy them off” piemeal with
export orders and other commercial favors.

* Pursue greater economic liberalization, primatiotigh positive
incentives, while protecting legitimate nationatseaty interests,
in compliance with the rules of the system.

* Avoid subordinating Chinese policy to domestic {cdi.

* Incorporate risk management in strategic plannisghe strategy
flexible enough to adapt to swings in the politiceddscape within
China — patrticularly if China suffers an econommsis, and all our
assumptions about China continuing to be the wanksit the
world and a great market for our products fall iecps; or if
China's rise turns out to have a nasty nationalstie to it?
Western policies (and, indeed, corporate stratgtpesgards China
can no longer be based on straight-line extramiaif past trends
(e.g. unbroken double digit GDP growth, overridergphasis on
maintaining external stability, keeping a low pl®in global
affairs, etc.), as they have been for much of tmet B0 years. The
mounting challenges and uncertainties facing Cmake it
prudent instead to adopt a “scenario planning” aggin, explicitly
recognizing that the country could go off in marifyesent
directions in the future.

How to achieve these long-term strategic objectives?

The West needs to pursue its objectives by wagpafisive multilateral
and “pluri-lateral” approaches (the latter involyiad hoc groupings of
countries as opposed to structured organizatipasdicularly on issues
where we have common concerns such as internapaoibdic goods. A
concerted effort could be made to persuade Chataathdivide and rule”
approach to the West will not work, and that indteahould accept
four-party talks on common interests with the B¢ US and Japan. If



this got off the ground, smaller countries coukeéide brought into it as
equal partners.

I11. Recommendations for therest of theworld, especially other
emer ging economies, on interacting with China

Background

* There is an obvious asymmetry of power between&aid all
other emerging economies.

* Given the vast variety of countries and the coadgiof their
economies, available resources and existing relstiips with
China, it is important to note that the recommeiodatbelow
should be adjusted to the specifics of individwedas. Some
recommendations may be irrelevant to the speatinditions of
some countries.

Recommendations
1.General issues and security
Countries should

* Develop relations with China as part of policiestpport a
multipolar world order. (This particularly appliesformer
colonies which have a complicated relationship vihiir former
“mother country”.They can use different models @bperation
with China to strengthen their position and divigrieir foreign
policy.)

* Initiate dialogue with Chinaon both traditional amsh-traditional
security issues (the latter including water andet@ronment).

* Engage in multilateral dialogue with China, e.gregional fora;
seek to adopt common or coherent positions so instease their
negotiating strength; and be ready to resist attemopsabotage
such positions when China perceives them as ggamst its
interests.

2. Economic issues
Countries should:



Ensure that any cooperation with China helps the@rall national
interests, especially in terms of sustainable dgpraknt,
modernization and economic progress.

Work towards preservation of their local industasb by:

0 encouraging joint ventures with Chinese companies;

0 ensuring that at least 50% of those employed imt p@ntures
come from the local workforce, with a tendencytfis
percentage to rise as temporary Chinese staffreaseol out;

o and ensuring that local legislation requires higimsparency
from businesses, including Chinese companies, gffirtle
introduction of mandatory auditing and publishirfgonual
reports.

Consider China as a potential source of technai@gsfer,

looking especially for areas where China might e ar willing

to offer a technology which is difficult or impob to obtain
from Western countries.

Follow the Norwegian and Russian examples by cHargheoney

raised through selling commodities, raw materiahgrgy and

other resources to China into funds which investiatle
economic projects, promote economic growth andlgialand
support counter-cyclical policies in order to suevprice
fluctuations.

Promote exports to China, and to this end devdlogiers of

export-oriented producers in order to satisfy Clsidamestic

needs (e.g. in agriculture and processed food pteflu

Encourage the development of Chinese tourism, dimatuthrough

more simple visa issuance and marketing.

3. Social issues
Countries should

a. Aim to create social capital for dealing withi@hthrough:

advancing and accumulating expert knowledge on & imboth
the public and the private sectors;

developing think tanks, specialized agencies, éxXpea and other
research institutions;

encouraging creation of networks of organizatidrad tleal with
China;
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» educating experts on Chinese market and businesses;

» conducting people-to-people exchanges in variaidgion a
regular annual basis (intellectuals, journalistgersists, artists,
youth and student exchanges, double-degree programs
universities, etc.);

* hiring private consultants on China (especiallpusiness), when
other advice on China is unavailable, when theeensed to check
the background of a company the country wantsrioesh deal
with;

» participating in conferences and seminars on China.

b. Secure funds for point a. through local budgetsustworthy
international organizations. If funding is scartenk tanks can be based
in existing institutions, universities, etc. Couesrcould also obtain
funding for a Confucius Institute or through otl&hinese government
grants.

c. Share knowledge and experience with other stattbir region which
have dealings with China.

d. Establish a routine of well-organized intra-cegil caucus meetings
before and after each meeting of a regional orrghmuping with China.
(Example: there should be a special internal Mencoeeting before and
after any Mercosur meeting with China.)
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