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ABSTRACT

This study explores hegemonic transition from the point of view of Brazil, Russia,
and India. Using Power Transition and Hegemonic Stability Theories, it assumes that
international system will rather peacefully transition to a new bipolarity between the
United States and China. It examines each nation in turn from economic, military, and
diplomatic power perspectives and their bilateral relations with the U.S. and China. It
then predicts the implications of this new bipolarity. The greatest implication is their net
effect on the perpetuation of the current international system. They will reinforce extant
norms and institutions if given power and influence commensurate with their rising self-
perceptions. Conversely, they will weaken the system if their newfound power goes
unrecognized. It finds that America must leverage its own power to partner with the
rising powers, enabling their rise within this system.
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Chapter 1

Introduction

These parvenus had no share in the creation of the international
order, and the dominant nation and its supporters are not usually
willing to grant the newcomers more than a small part of the
advantages they receive.
- A.F.K. Organski

Hegemonic transition is often viewed as a duel between a hegemon and its would-
be replacement, and that America’s hegemonic moment is purportedly waning in the face
of a rapidly rising China. Hegemonic war may thus ensue to settle the order of the
international system...or it may not. Much of this depends on the extent to which the
contender desires to reshape the system. A more stable transition should reduce
uncertainty and be more peaceful. While the relationship between the two contenders is
obviously most important, they exist in a wider international system. This study examines
hegemonic transition from the point of view of three other rising powers. Russia, Brazil,
and India will each affect the international system, but each perceives this system
differently. The purpose of this study is to determine how Russia, Brazil, and India will
respond to the next hegemonic transition.

This paper begins with the assumption that the world is transitioning back to
bipolarity. In fact, even if the world is becoming more multipolar, it will likely transition
through bipolarity first. The U.S. and China currently make up approximately a third of
the world’s economy (see Appendix). Their already huge size advantage means that even
moderate growth rates may expand their absolute lead. In the coming decade or two,
China’s economy will be larger than America’s. Other measures of national power,
however, including military and diplomatic, are also essential to understanding the
character of the transition.

Both A.F.K. Organski and Robert Gilpin presented theories that help us to
understand this phenomenon. Organski’s Power Transition Theory explores how the
fluctuation of relative power in the international system often leads to destructive Great

Power wars. Robert Gilpin also provides a framework “for thinking about the problem of



war and change in world politics.”

Neither, however, declared that hegemonic war is
inevitable. The assumption that the U.S. and China will reach bipolarity without
hegemonic war is central to this study. Chapter 2 explores this transition in more detail
and lays out a methodology for studying the other rising powers, notably Brazil, Russia,
and India.

In January 2006, Andrew Hurrell introduced an examination of the BRIC
countries, Brazil, Russia, India, and China, in International Affairs.? He began, “In an
international system dominated by the United States it is hardly surprising that the actual
and potential behavior of important second-tier states should be a source of recurring

interest.”

This study will update the 2006 context and then proceed a step further to
explore possible future U.S. actions. Further, this study covers each state in additional
detail to build a more nuanced picture of their great power potential and aspirations.

Several rationales support choosing Brazil, Russia, and India. All three are
currently among the top ten largest economies (see Appendix). All have recently
expanded, or improved, their military power commensurate to their economic growth.
Each is regionally significant and has the potential, sometimes demonstrated, to affect
affairs in their near abroad. All are also internationally significant or seeking to expand
their influence on the world stage. Hurrell pointed out, “they have all historically
espoused conceptions of international order that challenged those of the liberal developed
West from the (at least rhetorical) revolutionism of the Soviet Union and China to the
hard-revisionist Third Worldism of post-1948 India and the soft-revisionist Third
Worldism of Brazil from the early 1970s to the late 1980s.”* The group, however, has
also risen in the current international system. Chapters 3, 4, and 5 explore Russia, Brazil,
and India in detail to determine the relative significance of each of these factors.

Each of these chapters then explores the implications of these characteristics in a
new bipolarity. Brazil, Russia, and India may move closer to the American or the Chinese

sphere of influence. In the economic realm, this is especially true. Where security is

! Robert Gilpin, War and Change in World Politics (Cambridge; New York: Cambridge University Press,
1981), 2.

2 Andrew Hurrell, “Hegemony, Liberalism and Global Order: What Space for Would-Be Great Powers?,”
International Affairs (Royal Institute of International Affairs 1944-) 82, no. 1 (January 1, 2006): 1.

® Hurrell, “Hegemony, Liberalism and Global Order,” 1.

* Hurrell, “Hegemony, Liberalism and Global Order,” 3.



involved, however, each may have to make a sharper choice in a system becoming
increasingly bipolar. Moving toward the U.S. sphere will likely strengthen the current
international system. Conversely, moving to the Chinese sphere will likely weaken it.
Brazil, Russia, and India will then each affect the international norms, rules, and
standards of behavior amongst states that make up the international system. They will
either reinforce the operation of the system through their actions and interactions or
become revisionists, attempting to change the system. They will do this unevenly across
several interest and policy areas, but will have a net effect on the operation of the system.
Chapter 6 explores these net effects and implications of bipolarity.

Finally, Chapter 7 approaches the transition from an American point of view. It
does not attempt to advocate specific policy choices, but more general policy directions
and concerns. Assuming that America wants to reinforce and perpetuate the international
system it built, this chapter explores how to best leverage bilateral relationships with
each. It assumes that reinforcing the norms of this system will help maintain U.S.
influence and shape China’s own peaceful rise, hence providing a more stable transition
to bipolarity.

This study finds that each state will take its own path to fulfill its aforementioned
desire to expand its influence in the international system, avoiding cooption into either
the American or Chinese spheres. Brazil and India both have much in common with the
U.S. as large democracies and market-based economies. Both will continue to gain from
the integration of the global economy and grow in importance, but reforms are necessary
to sustain development. India’s security concerns in the Indo-Pacific are often closely
aligned with America’s. Expanding militaries offer opportunities for cooperation with
both. America, however, must gain or regain their trust after decades of strained relations.
Russia on the other hand is a developed nation that will deftly exploit the international
system to further its own interests. Recent events in Ukraine remain unresolved, but point
to a revisionist future. Avoiding the perpetuation of Russia’s Cold War ethos will best
serve America. Being a great power has never been solely about the possession of large
amounts of crude material power, however.

Great Power status also involves legitimacy and authority. Rising powers seek
both, especially regionally. America must partner with these states when possible to



encourage productive contributions to the international system. This will help to better
align their expectations and actual influence in the system. Burden sharing can also
benefit America as it looks to expend less effort managing the international system.
Better aligning expectations and realities amongthe Great Powers will also help to reduce
uncertainty in the system, enhancing stability. It is important to remember that China also
rose in the current system and will likely continue to do so. Stability, especially in
congested Asia, will benefit both the United States and China. The rising powers will
play major roles in determining the shape, and therefore stability, of the international
system.

The United States therefore cannot myopically focus on China, but instead needs
to consider wider implications of its bilateral and multilateral relations with rising
powers. In a more bipolar world, American exceptionalism will be more
counterproductive, especially when interacting with these powers. Partnering with the
rising powers to buttress the extant international system will prove more effective for

maneuvering it toward a more peaceful and stable bipolarity.



Chapter 2
A Return to Bipolarity

Right, as the world goes, is only in question between equals in
power..."
-Thucydides

There are already myriad interpretations of the U.S.-Chinese great-power
relationship, and this paper does not aim to create another new one. Rather, it aims to
examine the other great powers in the likely context of this relationship. This chapter will
therefore establish a likely short-term future for the international system without dwelling
on the intricacies of U.S.-Chinese relations, though it will touch on some. According to a
number of measures and theories that the U.S. and China, barring catastrophe, will return
the world to a perceived bipolarity.

This chapter will outline the theories, geopolitical assumptions, and the model
that underlies this study. It will examine the return to a bipolar world system from a
theoretical and practical perspective. Hegemonic transition, so vital to the international
system, has many worthwhile theoretical interpretations. This paper will look to Power
Transition and Hegemonic Stability Theories to highlight some widely-subscribed ideas.
From a more specific U.S.-Chinese context, it will also briefly explore the analyses of
theorists, pundits, and experts (real and self-proclaimed) that regularly apply these and
other theories. A general summation of these models and futures will serve as the basis
for analysis of great power interactions. These assumptions on the shape of a new
bipolarity are below. Finally, this chapter presents the analytical method used to examine
Brazilian, Russian, and Indian reactions in the following chapters.

! Thucydides, Robert B Strassler, and Crawley, The Landmark Thucydides: A Comprehensive Guide to the
Peloponnesian War (New York: Simon & Schuster, 1998), 352.
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Assumptions

Main Assumption: The U.S. and China will continue to grow based on long-term trends

and be the two dominant players amongst nations in the international system.

Supporting Assumptions:

1. China’s economy will reach GDP parity with the U.S. in the next decade, but
remain well behind in other per capita measures.

2. China’s military will continue to modernize, focusing on its ability to influence its
near abroad, while the U.S. will continue to act globally.

3. The U.S.-China relationship may be tense at times, and even punctuated by crisis,

but they will not commit to major war with each other.’

Theory

In a world of thermonuclear-armed states, hegemonic transition is a life-or-death
problem for much of world’s population. It duly receives a correspondingly large amount
of attention from international relation theorists. Their theories provide multiple lenses to
enhance our understanding of any future U.S.-Chinese transition. While nothing is truly
beyond the realm of possibility, it is more useful to view the coming transition though
some lenses than others. Bearing in mind the limited scope of this work, two of the most
useful theories are Power Transition and Hegemonic Stability Theories.

Power Transition Theory and Hegemonic Stability Theory are useful foci
because they highlight some of the key aspects of transition explored in this paper. Power
Transition Theory is useful because at the heart of the work is “the close complex
connection [that] exists between war and power.” It posits that “shifts in the international
distribution of power are often belied to create the conditions likely to lead to at least the

most important wars, and power is the most important determinant of whether a war is

% This is not to say that war is an impossibility. This paper, however, seeks to illuminate the great power
relations prior to any such catastrophic event.
® Organski, The War Ledger, 4.



won or lost.”™

Obviously relevant to a discussion of the developing U.S.-China
relationship, it is the characteristics of the “shift’ that are particularly relevant.
Hegemonic Stability Theory is useful in describing the provisions of public goods in the
international system, the division between power and prestige, and a similar set of
conditions for transition. The two also allow for brief comparison and inclusion of other
realist and neorealist ideas on the international system and transition. A full analysis of
hegemonic transition across all international relations theories is obviously beyond the
scope of this paper, however, which seeks only to provide an overview of near-term great
power relations.

A.F.K. Organski originated Power Transition Theory in World Politics in 1958,
spawning a multitude of related works including The War Ledger with Jack Kugler in
1980. Organski and Kugler advanced the idea that power and development come together
in order to increase the pool of capabilities available to the each country’s elites. The
elites then use this power in their relationships with other nations. They focus their thesis
on growth, as “the manner and the speed of growth of national development change the
pools of resources available to nations and that such changes create the conditions in

»5

which international conflicts occur.” Times will be peaceful when the power disparity

between the leading nation and the next nation or nations is large, but less so as this
disparity shrinks.®

This paper focuses on this period where the disparity will decrease to the point of
re-declaring bipolarity in the international system, an especially dangerous era according
to Organski and Kugler. They advocate that in this period:

The challenger has finally caught up with the dominant country
and passage is a reality, and the elites on both sides view the shifts
in power as threatening. The model insists that it is an attempt to
hasten this passage that leads the faster growing nation to attack.
At the same time it is a desperate attempt on the part of the still-
dominant nation to intercept the challenger’s progress that leads to
war. Moreover, the passage may not be quick—it may take several
decades—and the period may thus be punctuated by a series of
armed conflicts.’

* Organski, The War Ledger, 5.
® Organski, The War Ledger, 8.
® Organski, The War Ledger, 25.
" Organski, The War Ledger, 28.



They posit that these armed conflicts will almost invariably result in the challenger
eventually winning the contest.® It is essential to consider, however, that “wars only occur

% But, when can we

when a dissatisfied great power catches up with the dominant nation.
determine that a nation has caught up?

Differing measurements of national power are essential to different perceptions of
great power relationships in the international system—and hence uncertainty reigns.
Organski and Kugler acknowledge this in that “the measures of national capabilities
based on hard data from national accounts distort reality in the same way as do intuitive
procedures.”™ Therefore, “time series of socioeconomic data provide very uncertain
footing for the researcher interested in indexing national capabilities.” ** They introduce
political development to adjust these measures to determine the extent to which “elites
have the tools to generate resources to be used for national purposes.”* This paper will
then examine both, but only to lend credence the assumption that U.S. and China will
continue to grow towards perceived parity at the top of the international system. Both
will have nearly equal power according to some measures, but uncertain abilities to
translate that power into effect in the economic, military, and diplomatic spheres. Further,
Organski and Kugler acknowledge their contentions on power relations are not universal
amongst theorists.

Organski and Kugler also specifically address their own theory’s separation from
balance of power models though they cite the same phenomena. They impart, “this is the
very opposite of the balance of power model,” because, “its recipe for peace is equal
distribution of power between the major contesting sides.”* Two interpretations of the
Cold War therefore both point to its stability. According to Power Transition Theory,
Cold War stability stemmed from U.S. dominance. Balance-of-power theories often point
to U.S.-Soviet bipolarity for this same effect. In his seminal Theory of International
Politics, Kenneth Waltz heralds the benefits of bipolarity. He points out that “tension in
the system is high because each can do so much for and to the other,” therefore, “the

8 Organski, The War Ledger, 28.
° Organski, The War Ledger, 39.
19 Organski, The War Ledger, 66.
1 Organski, The War Ledger, 66.
12 Organski, The War Ledger, 69.
3 Organski, The War Ledger, 27.



pressure to moderate behavior is heavy.” ** This study will later examine measures of
power in the context of the U.S.-China relationship.

The Cold War’s constant fear of escalation, episodic near-war tensions, and proxy
wars don’t point to a truly “peaceful” period, as posited by Waltz. Rather, the Cold War
showed high tension, but also a lack of great power war between the two largest powers.
Looking further back, the U.S.-Britain transition did not result in their own military
contest either, but it took two German-provoked world wars to settle the rest of the great
power ledger. Again, for the purposes of this study, either or both explanations are
tenable since its focus is transition and how the shift affects the other great powers.

U.S. and Chinese perceptions of risk are critical to understanding why all-out war
is unlikely in the short term. Kim and Morrow explored this factor of shifts more
specifically in When do Power Shifts Lead to War?*® They aim specifically at, “when
rising powers strike and why declining states resist.”*® They find that risk-taking rising
powers are more likely to instigate conflict to establish the status quo earlier. The
declining power is more likely to resist the rising power when they are more risk averse,
fearing the new status quo and wanting to maintain the status quo longer.*’
Consequently, a greater disparity in the status quos advanced by each of the powers, the
greater the chance of conflict. In instances where the norms of the international system
will not change significantly, conflict will be less likely since there is little to gain to
instigating conflict or refusing it. This calculation is critical to understanding any pending
transition, but requires an understanding of both U.S. and Chinese visions of an
international system. Further, this calculation is continuous.

Rising states will continuously decide whether it is better to challenge the
declining power, or not. If so, the declining state must make a decision on whether to
resist or acquiesce. At some point then, after considering its relative power and chances
of winning, it will transition from pursuing resistance to acquiescing. Kim and Morrow

declare this the critical point.*® By implication, they state, “if the declining state will

 Kenneth N Waltz, Theory of International Politics (Long Grove, Il1.: Waveland Press, 2010), 74.

5 Woosang Kim and James D. Morrow, “When Do Power Shifts Lead to War?,” American Journal of
Political Science 36, no. 4 (November 1, 1992): 896-922, d0i:10.2307/2111353.

18 Kim and Morrow, “When Do Power Shifts Lead to War?,” 896.

" Kim and Morrow, “When Do Power Shifts Lead to War?,” 897.

18 Kim and Morrow, “When Do Power Shifts Lead to War?,” 900.
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resist, the rising state contests the status quo only when its utility for war exceeds its
utility for waiting.”*® Their study agrees that war will fix the outcome of the power
relationship, but of course, that is only if it occurs.

Considering the U.S.-Chinese transition in this context, there is a strong case for
China delaying a serious contest versus the U.S.. The potential for any war to escalate to
the thermonuclear level also greatly affects any study of risk. China will be less likely to
challenge the U.S. militarily because their risk-reward calculation must always consider
this potential. Similarly, the U.S. will be less likely to attempt to limit China’s rise
through military means (attacking prior to China’s power parity) because war could result
in a nearly total loss on both sides. Beyond risk, Kim and Morrow also advance
alternative perspective to Organski’s when considering the role of allies in power
calculations.

The role of allies and alliances is central to later discussions of the Western
Pacific and Asia. Where Organski and Kugler acknowledge the value of alliances, they
mainly focus on the power of individual nations when considering power transition. They
contend that “most of the time alliances are simply not a realistic method of preventing
threatening changes in the distribution of world power.”? A Russo-American alliance
could check China, but it seems highly improbable. They propose that alliances should
only be considered when they could make significant impacts on the overall distribution
of international power. Therefore, it is mostly in the short-term that they should be
considered. Kim and Morrow advance the opposite when they “add the assistance that
nations expect from their allies in the calculation of their capabilities.”?* While
complicating any statistical analysis, qualitatively it makes sense that staunch allies
should be included in calculations. Even less staunch, but possible, or opportunistic allies,
must be included in calculations, each discounted according to their likeliness to act.? In
fact, if third party great powers must then also be included—this might create some
additional implications for future study. For the sake of simplicity, though potential

19 Kim and Morrow, “When Do Power Shifts Lead to War?,” 905.
% Organski, The War Ledger, 25.

2L Kim and Morrow, “When Do Power Shifts Lead to War?,” 897.
22 Kim and Morrow, “When Do Power Shifts Lead to War?,” 910.
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alliances will be discussed in this study, the focus will remain on individual nations rather
than blocs.

The short discussion of Power Transition above will provide context and some
theoretical underpinning to our assumptions and to our analysis of great power relations
in the ensuing chapters. Shifts in the international distribution of power are uncertain and
potentially dangerous. The measurement of power and the pace of change are essential
factors in this transition if we assume that some measures place the U.S. and China at
relative parity in the near future. Further, risk and reward will be continuously calculated
in this period. This paper assumes that in the short term risks will be very high on both
sides while rewards do not seem to be great. At a minimum Power Transition Theory
provides some intellectual underpinnings to the concept of transition and helps show that
this paper’s assumptions are within the scope of reason.

Hegemonic Stability Theory (HST) is relevant to this study as it also examines
conceptions of power in the international system. Conceptually fathered by Charles
Kindleberger and described by Robert Keohane, as “the theory of hegemonic stability,”
HST is concerned with the great power relations in the international system. This paper
will focus on Robert Gilpin’s work from his appropriately-named War & Change in
World Politics, which set out to “develop an understanding of international political
change more systemic than the understanding that currently exists.”?® It highlights
conceptions of power versus prestige, the role of the hegemon, and suggests great power
behavior during transition.

Fundamentally, Gilpin relies on realist principles as the basis for his work. He
starts with the assumption that “the fundamental nature of international relations has not
changed over the millennia...a recurring struggle for wealth and power amongst
independent actors in a state of anarchy.”®* It is also a social theory. These actors “enter
social relations and create social structures in order to advance particular sets of political,
economic, or other type of interests.”?> Of particular interest are the actors at the top of

this social structure, also the focus of this study.

%% Gilpin, War and Change in World Politics, 2.
% Gilpin, War and Change in World Politics, 7.
% Gilpin, War and Change in World Politics, 9.
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Although each actor in the international social system acts autonomously, the
norms of the system are essential in considering benefits. Although all restraints act upon
all actors in the system, “the behaviors rewarded and punished by the system will
coincide, at least initially, with the interests of the most powerful members of the social
system.”?® In his Framework for Understanding International Political Change, Gilpin
lays out a set of assumptions regarding the behavior of states. Most importantly for our
study, and mirroring Power Transition Theory, each actor will “attempt to change the
international system if the expected benefits exceed the expected costs.”?” Further, he
posits that a “state will seek to change the international system through territorial,
political, and economic expansion until the marginal costs of further change are equal to
or greater than the marginal benefits.”?® This study then must consider the potential
perceptions of costs and benefits for a rising China in challenging the status quo.

Also central to this study is a declining U.S. juxtaposed with a rising China. As
the dominant power, the U.S. will bear the majority of the costs in maintaining a
beneficial international system. Gilpin posits, “once an equilibrium between the costs and
benefits of expansion is reached, the tendency is for the costs of maintaining the status
quo to rise faster than the capacity to finance the status quo.”* Rebuilding the world
economy after World War Two, promoting free trade, supporting friendly state
governments, and prosecuting a global containment of terrorism all cost the U.S. while
providing benefits to non-contributors. This study will allude to how China and the other
great powers benefit from this arrangement and may consider it in their foreign policy
decisions.

Considering that each of these foreign policy decisions will be based upon
aforementioned realist assumptions, power and prestige are essential concepts. According
to Gilpin, though states exist under anarchy, they actually display a high degree of order
based upon their social arrangement.*® He describes that in this social arrangement “in
every international system the dominant powers in the international hierarchy of power

and prestige organize and control the processes of interaction among the elements of the

%8 Gilpin, War and Change in World Politics, 9.

%" Gilpin, War and Change in World Politics, 10.
%8 Gilpin, War and Change in World Politics, 10.
% Gilpin, War and Change in World Politics, 157.
% Gilpin, War and Change in World Politics, 28.

12



system.”*! His concept of power is less focused on specific measurement than Organski.
It is “simply...the military, economic, and technological capabilities of states.”*
Additionally, however, he includes prestige, or “the reputation for power, and military
power in particular.”*® He continues that it “involves the credibility of a state’s power and
its willingness to deter or compel other states in order to achieve its objectives.”*
Prestige is therefore essential to the organization of the system because it affects the
bargaining between states, all knowing the failure of political resolution may force a
military settlement of an issue. A diplomatic decision may therefore reinforce the
perceptions of power for the states involved, and conflict may ensue if its level of
prestige is below its actual power.

Gilpin also specifically considers the two major social arrangements of power in
the system discussed at length in this paper: hegemony and bipolarity. In hegemony, “a
single powerful state controls or dominates the lesser states in the system,” while in
bipolarity, “two powerful states control and regulate interactions within and between their
respective spheres of influence.”® The hegemon will expend economic, military, and
diplomatic power to prop up the entire system. It is legitimate because it is most
powerful, as proved by the last hegemonic war, provides global public goods, and may
represent commonly accepted ideological values.*® As previously mentioned, however, it
will have to make decisions post-equilibrium on how it can best spend diminishing
returns. In bipolarity, each side will support its own sphere. Furthering the debate as to
whether bipolarity is stable or not, Gilpin declared that its manifestations tend to be
“unstable and relatively short lived.”*" This may actually provide more impetus for
studying this period in detail as the implications will be so significant.

Our subject states, at the crux of this study, will be forced to navigate this
transition. Each will seek to maximize their own power and prestige in the system, and
make their own risk calculations. Atlantic-facing Brazil, for example, will surely perceive

a Chinese aircraft carrier differently than nearby Russia or India. If China’s rise continues
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roughly within the norms of the American system, there may be little incentive for any
state to attempt to change the status quo. Next then, this study must set the stage for these

great power decisions by attempting to understand the character of a new bipolarity.

What’s really happening?

Having considered that a peaceful return to bipolarity is feasible according to
current international relations theories, this paper will now establish the likely conditions
which may predominate under new bipolarity. The U.S. and China will first be evaluated
for the economic, diplomatic, and military characteristics realities that represent progress
toward this end. Objective data and indicators will be presented where appropriate and
when available, but only to lend credence to any assumptions. While The World Bank
Databank of development indicators alone provides more than a thousand indicators for
more detailed analysis, they are mostly beyond the scope of this paper. Rather, general
trends that will likely affect the other great powers will be the focus. Naturally, many will
directly impact the U.S.-Chinese relationship, and those will be explored to highlight
specific points. These developed assumptions will serve as the basis for analyzing the
Brazil, Russia, and India cases.

Economics are at the heart of China’s rise thus far and we will address it first.
Using the broadest brush possible, great power growth, currencies, and economic policies
show that China will likely reach economic parity prior to military and diplomatic
equivalence. It is likely, however, that they will look to translate some of this economic
growth into military power and use this prestige to diplomatic ends. The U.S. will look
for ways to maintain or conserve its power, and will attempt to shape China’s rise into its
most acceptable form. In discussing any trend considering power or prestige, though, it is
worth examining the debate on the role of absolute and relative measures in the
international system.

An exchange of correspondence between Michael Beckley and Joshua Itzkowitz
in International Security is illustrative of these absolute and relative concerns. In China’s
Century?, Beckley questions those who point to U.S. declinism when examining its
relationship with China and the world order. He specifically points that those who “favor
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the declinist perspective because most standard indicators of national power—for
example, gross domestic product (GDP), population, and energy consumption—conflate
size with power and thereby overstate the capabilities of large but underdeveloped
countries.”® Further, “this focus on growth rates, how- ever, obscures China’s decline
relative to the United States in all of these categories. China’s growth rates are high
because its starting point was low.”** He concludes that, “China is rising, but it is not
catching up.”*

Itzkowitz, a proponent of judging ratios, responds that judging the ratios is a
better measure which drives nearer the opposite conclusion. He posits that “instead,
decline is better defined in terms of the relative distribution of economic and military
capabilities between two great powers: decline occurs when one state’s economic and
military capabilities increase at a faster rate than the other’s, such that the ratio of
capabilities between the two falls.”** This is because, “the policy discussion centers on
whether China’s growth is making it relatively harder for the United States to pursue its
interests without other states opposing its actions—not whether the United States is
losing out to China in absolute terms.”*?

Beckley, defending his position, explains that merely judging capability ratios
and their rates of change obscures the true nature of the relationship. He deems it more
useful to consider these ratios in the context of actual capabilities.”* He “shows that the
substantive importance of a change in ratios depends on the size of the ratios
144

themselves.

From 1991 to 2010, the gap in defense spending (excluding U.S.
spending in Irag and Afghanistan) increased by $147 billion, which
is $26 billion more than China’s entire 2010 military budget; the
gap in per capita incomes in real terms widened by $19,000, which
is 4.5 times the average Chinese income; the gap in high-
technology output grew by $2.8 trillion, roughly double China’s
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total high-tech output; and the gap in gross domestic product in
real terms expanded by $3.1 trillion, equivalent to half of China’s
total GDP.

While the ratio-versus-absolute comparisons are important for measuring power, it is

their policy implications which are more important to great power relationships. These
policy implications will largely be based on the calculated perceptions of the prestige
afforded by these measures.

Economics

Contrary to popular opinion, in 2014 the U.S. is still the world’s largest and most
important economy. As early as a 2011 Pew Research poll, 47 percent of Americans
believed that China was the world’s leading economic power compared to only 31
percent believing it remained the U.S..*® This may be forgivable considering the recent
trends and the amount of press allotted to covering the Chinese dynamo, but trends only
point to a likely future. In the 1989-version of the same poll, Americans believed Japan to
be the leader by a two-to-one margin.*® While these economic numbers fluctuate, there is
little doubt, however, that the United States is the leading military power. Examining
additional categories paints a more complete picture. Further, the purpose of this paper is
to identify how others perceive this relationship. Therefore, this paper will first look at
objective measures and trends and then identify a range of opinions before making any
assumptions.

It is therefore best to begin by briefly examining this relationship’s development
via objective measures. Even objective measures, however, require interpretation. Simply
choosing Gross Domestic Product (GDP) as the sole measure of a great power transition
will not show a complete picture. As Organski, Gilpin, and many others described,
additional measures of power show a more complete story.

The United States still has the world’s largest economy, but it is growing at a

much slower rate than China’s. According to 2012 World Bank figures, U.S. GDP was
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$15.68 trillion compared to $8.36 trillion for China, which rounds closer to half.*” GDP
per capita, however, is much more different as it spread over 1.35 billion people
compared to 313.9 million. In current U.S. dollars, Americans are well in front at $49,965
versus $6,188.% It is growth, however, that is piquing the world’s interest.

In A Contest for Supremacy Princeton International Affairs Professor Aaron
Friedberg identified two major dates in China’s modern economic story. After a century
as an essentially failed state, on 1 October 1949, Mao Zedong established the current
People’s Republic. Rebuilding from Japanese occupation and civil war with the
Nationalist Chinese, China achieved an average annual growth rates of more than 4
percent from 1952 to 1978, though most of world outpaced it.*° Friedberg cites December
18, 1978, the opening day of the Third Plenum of the Eleventh Communist Party Central
Committee, as the beginning of Chinese economic reform. Chinese growth exploded over
the ensuing decades, doubling in size every eight years.”® Ranking sixth by the turn of the
century, its GDP passed Japan in 2010 (though some measures say as early as 2008).>
Over the same decade as China’s surge to second, the U.S. economy slowed along with
the rest of the world, having multiple global economic effects.

One of the major features of U.S. economic hegemony threatened by the global
financial crisis in 2008-2009 has been its use as the world’s reserve currency. As the
world’s most important currency, the dollar is both liquid and deep. There are plenty of
dollars in circulation and plenty of securities and assets valued in dollars. This means that
it stable, easily traded, and a good store of value. The financial crisis coupled to the U.S.
Congress’s sclerotic debt management, however, made some look for another option.
Euros, pounds sterling (UK), and yen (Japan) are the next three currencies which also fill
this role, but none is much healthier than the dollar.>® This helps to keep interest rates low

for Americans and gives U.S. policymakers and bankers some advantages in the world
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economy. China, however, passing Britain and Japan, is also pushing the yuan (or
renminbi) to this end.

While the yuan is making gains in international markets, many also point to
reasons why China will not want its use to advance too quickly. Further, many advance
reasons why foreigners will resist a quick change as well. Since China began
internationalizing the yuan, it has made rapid increases, especially in Asia. Between the
first half of 2010 and first half of 2011, international trading denominated in yuan
increased thirteen-fold.>® The main advantages for China would include expansion of its
macroeconomic flexibility, increased competitive advantage for business, reduced risk,
and enhanced domestic purchasing power.>* Both U.S. Congressional and European
Central Bank reports state the possibility of a major challenge to the dollar within the
next few years. >>According to many experts, however, China will more likely be content
alongside the other secondary currencies.

Though arguments can be economically complex, there is little certainty that
China actually wants to be the top currency, or that foreigners will support it. In Foreign
Affairs, Sebastian Mallaby and Olin Wethington argue that “China’s uncertain effort to
internationalize its currency has exposed the profound struggles that lie behind the
country’s larger push to transform its economic model.”*® They point out that America
outpaced Britain’s economy as early as 1872, but did not complete its transition until
after World War Two. Two disadvantages include potentially hurting competiveness and
giving up control of their financial system.>” Another school of thought, represented by
Hyoung-kyu Chey in Asian Review, holds that as a political economy issue, the rise of the
renminbi will be hindered by a lack of international political power.*® Forbes points out a
lack of concerted policy declarations which may reflect their analysis that, “currency

internationalization should be the endpoint of reform, not the starting point.”°
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For the purposes of this paper then, assuming bipolarity, the yuan and dollar will
likely be the top two world currencies. The exact status of their transition will be less
important unless the yuan massively outpaces the dollar. This would most likely occur if
the U.S. entered into such a significant decline that other nations lost complete
confidence in its ability to pay its debts or it no longer offered a significant number of
goods and services on the world market. It would also mean that China’s markets became
open enough that the great powers did not fear any Chinese currency or market
manipulation. Most significantly, this means that the other great powers will have the
choice of using either currency, and will likely use both.

China’s massive economic growth comes with risks, however, as does a U.S.-
driven system. China relies on the rest of the world for energy and for purchasing its
products. As Friedberg succinctly described, “like it or not, in the last thirty years China
has become a maritime nation.”® Further, until its domestic consumption increases, it
relies on the rest of the world for investment and to purchase its products, most of which
travel by sea. The U.S. must continue to support the system of relatively free trade under

which its rival is excelling, an often expensive proposition.
Military

While economics will certainly feature heavily in reshaping a bipolar world, its
military dimension is less certain. If we consider war, as Carl VVon Clausewitz proposed,
“a true political instrument, a continuation of political intercourse, carried on with other
means,” then the military dimension cannot be abstracted from the later discussion of
diplomacy, but its measures can.®* Further, as economic power is convertible into
military power, China’s potential seems to be increasing rapidly. The point of this study
IS to not to point to a finite future, already the subject of countless studies, but a likely
one assuming no major catastrophe.

As in economic analysis, numbers tell a significant role when considering U.S.

and Chinese military power, but not the entire story. Since all military expenditures do
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not produce equal utility, and most militaries seek to obscure their actual power, expert
analysis is often necessary. Conventional and nuclear spending and capabilities are
especially troublesome because their destructive and deterrent values are so different.
Further, a return to bipolarity does not necessarily mean parity in all spheres of
interaction.

The Stockholm International Peace Research Institute’s (SIPRI) annual survey of
military expenditure provides a good baseline for discussion (See Appendix). In 2012, the
U.S.’s overall military spending fell by 6 percent while China’s rose by an estimated 7.8
percent, a seemingly significant differential.®* In the period from 2003-2012, a seemingly
even more significant differential exists between the U.S.’s 32 percent increase versus
China’s 175 percent.”® These and similar numbers are often cited by those wishing to
highlight China as a nascent or even extant threat in the Pacific.

Alternative data points provide a different story, however. According to SIPRI,
while the U.S. spent $682 billion in 2012, China spent only a quarter of that number at an
estimated $166 billion. Further, while U.S. military spending rose from 3.7 percent of
GDP from 2003-2012, China’s remained steadier, falling from 2.1 percent to 2.0
percent.®* China’s rapid expansion in military expenditure therefore roughly follows their
massive rise in GDP. This differential between relative and absolute expenditure changes,
coupled with qualitative measures, evokes a split in interpretations.

U.S. government sources, including the U.S. China Commission, generally strike
a note of caution when describing relations in the military sphere. In its 2013 Annual
Report to Congress, it concludes that, “PLA modernization is altering the security
balance in the Asia Pacific, challenging decades of U.S. military preeminence in the
region.”®® Modernization programs are not only increasing the quantity of aircraft and
vessels, but increasing their quality as well. The commission judges that, “today, the PLA

Navy is able to conduct high-intensity operations in China’s immediate periphery as well
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as low-intensity operations beyond the region.”® This ability to use military influence
and to conduct operations well beyond its borders will likely demand policy responses
from the other great powers.

Given recent squabbles over airspace and waters, however, to assume that the
U.S. will accommaodate the rise of China without reservation seems beyond reason. The
U.S. views this as a threat to its interests in the region. The U.S. China Commission also
concluded that, “the PLA is rapidly expanding and diversifying its ability to strike U.S.
bases, ships, and aircraft throughout the Asia Pacific region including those that it
previously could not reach, such as U.S. military facilities on Guam.”®” The U.S.
currently maintains the majority of power in the Asia-Pacific region while China is
seeking to assert its own local primacy. China maintains territorial disputes with most of
its neighbors, many of which are historical U.S. allies. Where Chinese interests and U.S.
treaty obligations collide, both sides will face difficult decisions. Geographical proximity
may determine eventual influence over small rocks in the “China” seas—short, sharp
disputes may test resolve on both sides as in the Sino-Soviet and Sino-Indian border
disputes of the 1960s. For the purposes of this study, however, the geographical
proximity of Russia and India to China, and therefore individual perceptions, will prove
more important. This study will therefore highlight specific, including historical, aspects
of the great power military relationships where applicable.

Diplomatic

The purpose of distilling U.S. and Chinese politics into a few paragraphs or pages
is to facilitate examining great power responses and actions. The U.S. will attempt to
maintain its place of primacy in the international system and likely be more pragmatic in
its use of blood and treasure in doing so. China will seek to gain political influence on par
with the growth of its economy and military, beginning in Southeast Asia. While the U.S.
may seem to lack a clear direction due to a multitude of viable plans, its debate is mostly

open. On the other hand, China’s elites and system are much more opaque in their plans

66 %2013 Annual Report to Congress,” 17.
87 %2013 Annual Report to Congress,” 17.

21



and dealings. Uncertainty then will be central to their relations with each other and the
other great powers as well.

First, while obviously weapons of war, nuclear weapons hold political
significance to the U.S.-Chinese and other great power relations. Almost seven decades
of non-use means that any nuclear action would not only be martial, but ultimately
political. These weapons now primarily serve to prevent each other’s use. As early
atomic theorist Thomas Schelling stated that ‘mutual deterrence’, “involving the United
States and the Soviet Union was impressively successful.”®® In fact, Friedberg posits that
a nuclear response to Chinese aggression is becoming less and less likely. He contends
that, “the emergence of a durable nuclear stalemate is going to force the burden of
deterrence down to the lower levels of conflict.”® Earlier, as the Cold War unfolded, he
explained that “the resulting international relations often have the character of a
competition in risk taking, characterized not so much by tests of force, but by tests of
nerve.”"

China is tightly controlled by a small group of Communist Party elites, but is not
monolithic. They must govern a population the size of the United States that is rural and
relatively isolated, another that is globally competitive, and two more that are somewhere
in between. The extent to which they are willing to take risks, its pace of economic
integration, military growth, and domestic policies are not foregone conclusions. Nor
does economic liberalization guarantee political liberalization. Deng Xiaoping went so
far as to say “the western types of checks and balances must never be practiced. We must
not be influenced by that kind of thinking. Efficiency must be guaranteed.””* It is,
however, rising in a system created by the U.S. and greatly benefiting by free-riding on
many of the hegemon-established global commons.

Growing under the U.S.-led international system, China exploited many of its
advantages to achieve tremendous growth. For example, it recently committed to the
World Trade Organization, a product of capitalist free traders, but is already falling foul

according to the U.S.-China Commission. The Commission contends that “China has
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failed to fully perform its obligations under the WTO. It has erected a series of nontariff
barriers that include state trading, excessive domestic subsidies and stockpiling of
commaodities, discriminatory taxes, uncalled-for antidumping duties, and slow approvals
of biotechnology applications for U.S. crops.”’? As Robert Keohane pointed out,
“committing oneself to an international regime implies a decision to restrict one’s own
pursuit of advantage on specific issues in the future.””® With increased prestige, however,
it is probable that China will shape the norms of these institutions to seek its own
advantage.

The United States as reigning hegemon and preeminent power is taking actions to
maintain its position and the system that it created. This will involve a precarious mix of
accommodation and balancing. Maintaining relationships in the Asia-Pacific in the face
of Chinese pressure will be essential to its success. The U.S. will have choice whether to
retrench or attempt to maintain its preeminence. China will similarly decide how firmly
to press against any U.S. resistance or how it asserts itself in non-U.S. relations. Will
Chinese economic liberalization lead to political liberalization? Each of these decisions
will affect all others.

In No One’s World, Charles Kupchan argues that “the next world will be
dominated by no county or region.”’* He makes a good case that the U.S. “must take the
lead fashioning a new c