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My first public statement on America’s policies toward China came in a letter to the editor of 
the Bangor Daily News, when I argued that John Foster Dulles was wrong and that we should 
support the admission of what I called “Red China” to the United Nations.  That was in in 1959, 
when I was 13.  
 
Melanie and I lived in China for three years, from 2006 through 2009.  I opened and managed 
the Beijing and Taipei offices for my law firm, and Melanie was one of the only – if not the only 
-- western-trained psychiatrists practicing in Beijing.   
  
Subsequently, in conjunction with the largest food company in China, my partners and I in a 
company called Maine Seafood Ventures opened the China market for frozen Maine lobsters. 
  
Today, I am developing an asset management business in China for Thornburg Investment 
Management, one of the fifty largest U.S. asset managers, and I spend about 12 weeks a year in 
Greater China.   
 
I make no bones about being a Sinophile.  Although I harbor grave objections to some of the 
Chinese government’s policies, I admire the country’s 5000-year history and acknowledge and 
respect the government’s success during the last few decades for the Chinese people, raising 
more people – over 700 million – out of poverty faster than any other government at any other 
time. 
  
Finally, in full disclosure of my biases, I like the Chinese people.  I have worked and practiced 
law all over the world – in Europe, across Asia, in Israel and in the Americas – and I would rather 
do business with the Chinese than just about anyone else outside the United States.  They are 
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more like us than most other people in the world. They are capitalists and entrepreneurs to the 
core, share with us an ironic sense of humor, are candid and straightforward and have strong 
family values.  
  
So, for all those reasons and many, many more, I want to see the United States and China 
cooperate with each other, an objective that I think is a realistic one and actually within reach.  
But to get there will require on both sides greater sensitivity, increased understanding, better 
diplomacy – and some different behaviors.  This “road to cooperation” is one that Henry 
Kissinger describes as “inherently complex.” 

 

 
 

The road to cooperation is the subject of my talk with you tonight, and it also is the subtext of 
Professor Graham Allison’s book Destined for War, which I commend to all of you. 
  
Thucydides was the Athenian general who chronicled the Peloponnesian War between Athens 
and Sparta, and the “Thucydides Trap” is the term coined by Professor Allison to describe “the 
natural, inevitable discombobulation [or structural stress] that [brought those two city-states to 
a decades-long war and that] occurs [whenever] a rising power threatens to displace a ruling 
power.   
 
Professor Allison wrote that “as far ahead as the eye can see, the defining question about 
global order is whether China and the U.S. can escape the “Thucydides Trap.” 
  
For the past several years, Allison and his colleagues at the Harvard Kennedy School have 
catalogued and studied 16 cases of “structural stress” that have occurred during the last 500 
years.  Allison asserts in the introduction to Destined for War that in the four out of 16 cases  

The “Thucydides Trap”
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where war was averted, it was “only because of huge, painful adjustments in attitudes and 
actions on the part of challenger and challenged alike.”  And in many of the other 12 cases war 
was the outcome of what he termed “an all-too-rational struggle over predominance.” 
  
Often there is a frighteningly thin and terribly pale gray line between thinking that is “all-too-
rational” and thinking that is uninformed, unstrategic and fully irrational. Too frequently -- 
misled by what once appeared to someone to be rational thinking – we stumble into wars of all 
kinds – hot, cold and trade. 
 

 
 
Henry Kissinger, the preeminent practitioner of realpolitik, puts the central question another 
way.  “Can the United States and China find a path down that “inherently complex” road to 
cooperation and develop what he describes as “joint concepts of world order?” 
 
In our relatively brief history as a dominant world power, the United States has developed and 
put into place ‘concepts of order’ only (a) unilaterally in circumstances where it could do so by 
fiat, such as in this hemisphere, or (b) jointly in circumstances where other nations, in Europe or 
Asia, were dependent on the U.S. for their security, or (c) implicitly in circumstances, such as 

Period Ruling Power Rising Power Result

LATE 15TH CENTURY PORTUGAL SPAIN NO WAR

FIRST HALF 16TH CENTURY FRANCE HAPSBURGS WAR

16TH/17TH CENTURIES HAPSBURGS OTTOMAN EMPIRE WAR

FIRST HALF 17TH CENTURY HAPSBURGS SWEDEN WAR

MID-LATE 17TH CENTURY DUTCH REPUBLIC ENGLAND WAR

LATE 17TH-MID 18TH CENTURIES FRANCE BRITAIN WAR

LATE 18TH-EARLY 19TH CENTURIES BRITAIN FRANCE WAR

MID 19TH CENTURY FRANCE AND  BRITAIN RUSSIA WAR

MID 19TH CENTURY FRANCE GERMANY WAR

LATE 19TH-EARLY 20TH CENTURIES CHINA AND RUSSIA JAPAN WAR

EARLY 20TH CENTURY BRITAIN USA NO WAR

EARLY 20TH CENTURY BRITAIN (FRANCE/RUSSIA) GERMANY WAR

MID 20TH CENTURY USSR, FRANCE, BRITAIN, USA GERMANY WAR

MID 20TH CENTURY USA JAPAN WAR

MID-LATE 20TH CENTURY USA USSR NO WAR

LATE 20TH-EARLY 21ST CENTURIES BRITAIN AND FRANCE GERMANY NO WAR

Adapted from Allison, Destined for War,  2017, p. 42

The “Thucydides Trap”

The Primary Challenge

Can the United States and China develop a
“joint concept of world order?”
(Kissinger) 
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during the Cold War with the Soviet Union, where the order was achieved through the nuclear 
doctrine of mutually assured destruction. 
  
Today the daunting question is whether we can develop and put into place a “joint concept of 
world order” through sensible, strategic cooperation with a nation that is increasingly our 
equal, and one that can make as strong a claim to exceptionalism as we can. 
 

 
 

This evening, I want first to propose some perspectives on the major issues that currently divide 
the U.S. and China – trade, intellectual property and regional security in the neighborhood of 
the South China Sea.   
 
Then I’ll offer what I believe are three essential conditions for achieving a positive, no-war 
outcome.   
 
And finally, I will suggest what we should expect from a relationship that has been reset 
successfully and what failure or success in this endeavor can mean. 
 
Perspective is important for a couple of reasons.  First, if we don’t look at these issues through 
a lens that has been calibrated correctly, we are likely to draw the wrong inferences and reach 
the wrong conclusions.  As Yukon Huang puts it in his book Cracking the China Conundrum, “if 
the analysis is off, then likely so are the policies that are being advocated.”  
 
And second, if we don’t understand the view from the other side, it’s unlikely that we will be 
able to agree on anything.  
 
I am fond of the aphorism “where you stand depends on where you sit.” Often misattributed to 
Nelson Mandela (who certainly understood it), this is the Miles Law, named for Rufus Miles, 
who was a budget official in the Eisenhower, Kennedy and Johnson administrations.  The basic 
lesson of the Miles Law, Mr. Miles later wrote, is that “there is no such thing as pure objectivity 
in the arena of . . . public policy making.” 
 

Tonight
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Management of Change
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For perspective on China as an economic powerhouse and on our trading relationship with 
them, let’s start with this:  China didn’t come out of nowhere.  
 
The “rise of China” is really the return of China. 
 

 
 
 
Follow with me this history of world GDP since the birth of Christ.   
 
(In the years before the actual nations named on the labels in these charts came into existence, 
the labels refer to the indigenous peoples, tribes, empires or city-states that occupied the 
named geographies.  So, for example, in the year 1 AD the label “United States” refers to the 
GDP of the indigenous peoples who lived in what is now the United States.) 
 
 
 
 
 
 

Perspective

The Issues Dividing the United States and China
Trade

World GDP in 1 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”
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China has almost always been an economic powerhouse since the earliest days of recorded 
history.  Through the Dark Ages and the Middle Ages . . . 
 

 
 
. . . through the Age of Discovery . . . 
 

 

World GDP in 1000 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”

World GDP in 1500 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”

World GDP in 1700 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”
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. . . through the Era of Colonization and up to the dawn of the Industrial Revolution. 
 

 
 

In fact, for all of the two to three thousand years before the Opium Wars, China accounted for 
between 22 and 34% of the world GDP in every single year. 
 

 
 
But after the Second Opium War ended in 1860, China went into hibernation, beset for the next 
120 years by epidemic opium abuse, internal struggles, foreign occupations and revolution. 
 

World GDP in 1820 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”

World GDP in 1870 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”
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During the time that China’s share of world GDP was shrinking, the West experienced the 
Industrial Revolution and the economies of Europe and the United States caught fire. 
 

 
 

By 1950, the year after the Revolution and 90 years after the Opium Wars, China’s share of the 
world GDP had fallen from a high of about 34% to only about 4.5%. 
 

 

World GDP in 1913 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”

World GDP in 1950 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”

World GDP in 1980 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”
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China had a lot of catching up to do, and that process began in the 1980’s and 1990’s under the 
leadership of Deng Xiaoping and Jiang Ziamin. 
 

 
 

Once the shackles on its economy were removed and capitalist, entrepreneurial enterprise was 
encouraged, China more than caught up . . .  
 

 
 
 
. . . and it is now the largest economy in the world on a purchasing power parity (PPP) basis.   
What we are seeing is a reversion to the mean, to the normal condition. 
 

World GDP in 2008 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”

GDP Shares 1700-2008 AD

Maddison Project Database, version 2018. Bolt, Jutta, Robert Inklaar, Herman de Jong and Jan Luiten van Zanden (2018), “Rebasing ‘Maddison’: new income 
comparisons and the shape of long-run economic development”
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What is extraordinary, of course, is how fast this has happened . .   In 1980 China’s GDP was 
only 7% of America’s GDP; by 2015, even on an unadjusted basis, it had risen to 61%.  Imports 
grew from 8% of America’s to 73%, Exports from 8% to 151%, and foreign reserves from 16% to 
3,140%. 
 

 
 

What is also extraordinary – and alarming to some -- is where this reversion to the mean is 
headed. 
 
About ten years ago the late Nobel Prize population economist Robert Fogel wrote a paper in 
which he projected the world shares of GDP in the year 2040.  He obviously wasn’t trying to get 
it exactly right, but he was confident that he was directionally correct, and so far, it appears 
that he was. 
 
Fogel predicted that in 2040, little more than two decades from now, China will produce 40% of 
the world GDP and the U.S. 14%. 

China Percentage of US

1980 2015

GDP 7% 61%

Imports 8% 73%

Exports 8% 151%

Foreign Currency Reserves 16% 3140%

Source: World Bank

Fogel Projection for 2040

Global GDP in 20401   
 

Grouping Population 
(millions) 

% of Total 
Population2 

GDP 
($ billions) 

% of Global 
GDP3 

United States 392 5 41,944 14 
EU 15 376 4 15,040 5 
China 1,455 17 123,675 40 
Japan 108 1 5,292 2 
SE Asia 64 516 6 35,604 12 
India 1,522 17 36,528 12 
Rest of World 4,332 50 49,774 16 

                                                 
1  Adapted from Table 2, R. Fogel, Capitalism and Democracy in 2040:Forecasts and Speculations, Working Paper 13184, 

National Bureau of Economic Research, Cambridge, MAS, June 2007. © 2007, Robert W. Fogel. 
2 Totals may not add to 100 due to rounding. 
3 Totals may not add to 100 due to rounding. 
4 Singapore, Malaysia, Indonesia, Thailand, South Korea and Taiwan 
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What is the lens through which we should view this phenomenon?   Is it a zero-sum game, a 
competition between the U.S. and China where the win-lose result is measured simply by the 
conventional balance of trade surplus or deficit?  Or is it more complicated than that? 
 

 
 

The world Is more complicated – much more complicated – than the simplest measures of 
economic activity.   
 
Indeed, sometimes even the basic arithmetic is misleading . . . Or just plain wrong. 
  
For example, China has become the Great Assembler, a country full of relatively low-wage 
workers assembling components imported from other countries into final products which are 
shipped to the United States and other consumer markets. 
  
Foxconn is a Taiwanese company that employs hundreds of thousands of workers assembling 
iPhones and other products at its facilities in China.  The final manufactured cost of an iPhone 7 
is $237.45, and that is the amount credited to the value of Chinese exports to the United States 
in our balance of trade calculations.  Yet, the lion’s share of that cost is tied up in components 
imported to China from other countries, even including the U.S., and the real Chinese value – 
the amount of each iPhone 7’s cost that is shipped to the U.S. and should be counted in the 
balance of trade as an import from China – is $8.45, only 3.6% of the total value of the 
assembled device.  
 
 

The “Real” Balance of Trade: Intertwined Economies . . . Globally

Amount % of Cost

Factory Cost of iPhone 7 (2016) $237.45 100.0%

US Produced Components $68.00 28.6%

Japan Produced Components $68.00 28.6%

Taiwan Produced Components $48.00 20.2%

South Korea Produced Components $17.00 7.2%

Other Components Imported to China $28.00 11.8%

China Produced Battery and Components Assembly $8.45 3.6%

Amount Recorded as China Trade Deficit $237.45 100.0%

Source: Data from IHS Markit; Reported by Jason Dedrick, Greg Linden and Kenneth Kraemer, The Conversation, July 9, 2018



Copyright 2018, Eliot R. Cutler 
 

12 

 
 
Deng Xiaoping unleashed this Chinese economic juggernaut when he famously told his people, 
“Rang yi bu fen ren xian fu qi lai.”   
 
“Let some people get rich first.”  
 
It’s not at all clear that he meant such good fortune for foreigners as well as his own 
countrymen, but the great “opening up” was part of Deng’s strategy, and today General Motors 
sells more cars in China than it does in the United States, and there are more Chinese than 
Americans using iPhones.   
  
Malls in China are jammed with stores of U.S. companies – from Tesla to Major League Baseball 
to Kate Spade to Nike – and Kentucky Fried Chicken, McDonald’s and Pizza Hut are at the top of 
the list of the largest restaurant chains in China. 
 

 
 

No American company is more intertwined in the Chinese economy than Starbucks. I visited the 
largest Starbucks in the world (30,000 square feet) in Shanghai a few weeks ago, and it was 
jammed with Chinese customers. 

The “Real” Balance of Trade: Intertwined Economies

The “Real” Balance of Trade: Intertwined Economies

§ Biggest Starbucks in the world – 30,000 sf 
§ Q2 Sales in China/Asia Pacific grew 54 % 

year over year
§ Planning to grow from 3300 stores in China 

to 6000 in next four years, will open one 
new store every 15 hours

§ Planning to triple revenue and double 
profits from China operations

§ Has 70% market share
§ Just announced new partnership with 

Alibaba
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Starbucks is doubling down in China, preparing to open a new store every 15 hours for the next 
several years – growing to 6,000 total locations -- and entering into a distribution agreement 
with internet giant Alibaba. 
 

 
 
 
Nothing more clearly illustrates the extent to which U.S. companies are embedded in the 
Chinese economy than the fact that American companies with operations and subsidiaries in 
China sell hundreds of billions of dollars worth of goods and services to Chinese customers. 
 
The absolute dollar amount of U.S. companies’ sales in China is huge -- $45 billion for Apple, 
$15 billion for Intel, $12 billion for Boeing and billions more for scores of other American 
subsidiaries.   
 
Just as striking are the   percentages  of their worldwide sales that are made in China – 16% for 
BorgWarner, 22% for Corning, 65% for Qualcomm and 75% for Wynn Resorts. 
 

 
 

The “Real” Balance of Trade: Intertwined Economies

The “Real” Balance of Trade: Intertwined Economies
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As Michael Cembalest pointed out in his J.P. Morgan newsletter, U.S. companies are doing 
almost the same amount of business in China through their subsidiaries as Chinese companies 
are doing in the U.S. via exports. 
 
In fact, when sales in China by American companies’ subsidiaries are taken into account, the 
balance of trade “deficit” literally vanishes. 
 

 
 

In terms of perspective, what does all of this add up to?  First, it helps us see the reversion to 
the mean -- China as a recovering giant in the world economy, returning quickly the dominant 
position that it had occupied for centuries.   
  
And second, it illustrates that as far as trade and investment is concerned, these two massive 
economies are linked together as no two economies ever have been before.  Taking into 
account the central bank holdings of each other’s debt, the outstanding stock of bilateral 
foreign direct investment, and bilateral annual trade, what Cembalest describes as the 
“economic linkages” between the U.S. and China are many times deeper than any relationship 
in modern history. 
 
Moreover, as the iPhone example showed us, not only are the two countries mutually 
interdependent , they are together intertwined in a world economy that has become, absent a 
cataclysmic depression and universal shrinkage, irreversibly global.   
  
From this perspective it would seem that the right strategy for both countries would not be to 
throw the baby out with the bathwater – extracting themselves from this mutually beneficial 
relationship at enormous cost to both – but rather to engage in focused work, separately and 
together, to adopt and enforce “joint concepts of . . . order” and to limit the collateral damage -
- the environmental, employment and social externalities -- that plague both countries and the 
rest of the world. 
 
 
 

The “Real” Balance of Trade: Intertwined Economies

Source: Michael Cembalest, Eye on the Market, JP Morgan, May 30, 2018
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Recent controversy over the possible industrial espionage facilitated by China’s role as the 
Great Assembler has thrown a new spotlight on the intellectual property – IP – issues that also 
plague the China-U.S. relationship. 
 

 
 

Let me be clear:  this is a serious set of issues, with implications for each countries’ economy 
and national security and certainly for the prospect of establishing “joint concepts of world 
order.”  But we also should understand that, as with so many other aspects of China’s post-
1980 phoenix-like ascent, there are striking parallels with our own history. 
  
Seeking perspective, there are two points of context worth noting.  First, there is no history of 
intellectual property protection in China prior to the late 20th century, and legions of Chinese 
inventions, including some of the most important in the history of mankind – paper, the 
printing press, gunpowder and the magnetic compass, made their way from China to the west 
and fueled the Age of Discovery and the Industrial Revolution. 
  
Second, America doesn’t come as a complainant to this controversy with – as lawyers would say 
– clean hands.  As Harvard Law School Professor Fisher points out, it was “the transformation of 

Perspective

The Issues Dividing the United States and China
Intellectual Property

U.S. Perspectives on Piracy: From Consumer to Producer

Paper Movable Type Printing Gunpowder Magnetic Compass

“Gunpowder, the magnetic compass, paper and printing, which Francis Bacon considered as the four most 
important inventions facilitating the West’s transformation from the Dark Ages to the modern world, were 
invented in China.”  (Joseph Needham, Science and Civilization in China, 1954-2016)

Before the mid-19th century, “more Americans had an interest in ‘pirating’ copyrighted or patented materials 
produced by foreigners than had an interest in protecting copyrights or patents  . . . Charles Dickens learned to his 
dismay [that] the American government was deaf to the pleas of foreign authors that American publishers were 
reprinting their works without permission.”  (William Fisher, The Growth of Intellectual Property: A History of the 
Ownership of Ideas in the United States, https://cyber.harvard.edu/people/tfisher/iphistory.pdf )
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the United States from a net consumer of intellectual property to a net producer . . . that had a 
predictable effect on the stance taken by the United States . . . [so that] by the late twentieth 
century . . . the United States had become the world’s most vigorous and effective champion of 
strengthened intellectual property rights” after having been an IP miscreant for nearly two 
centuries. 
  
None of this excuses IP piracy, then or now.  But as we seek to establish and enforce the rules in 
this sector, once again we should remember the Miles Law: “where you stand depends on 
where you sit,” and the corollary “which is not necessarily where you sat before.” 
 

 
 

As fraught as our trade and IP issues, but with far greater risks for everyone, regional security is 
increasingly a flashpoint in the U.S.- China relationship. 
 

 
 
 
In the face of largely appropriate outrage over China’s militarization of reefs and islands in the 
South China Sea and somewhat overwrought handwringing over the growth in China’s defense 
spending and its construction and deployment of a blue water navy, one can’t help but notice 
similarities between the histories of the South China and Caribbean seas. 

Perspective

The Issues Dividing the United States and China
Regional Security

Regional Security: Historical US POV

1895: "Today the United States is practically sovereign on 
this continent, and its fiat is law upon the subjects to which 
it confines its interposition.” ((President Grover Cleveland)

1898: In 109-day war with Spain and subsequent
gunboat diplomacy, the US picks up the Philippines,
Guam, Puerto Rico and the Panama Canal.
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The United States never could have established the hegemony with which we have reigned 
over the world’s oceans had it not been for the expansionist policies pursued by Presidents 
Monroe, Cleveland and Theodore Roosevelt. 
  
In 1898 the Monroe Doctrine reached its full flowering with the Spanish-American War, 
ardently sought by Senator Henry Cabot Lodge, yellow journalist William Randolph Hearst and 
Rough Rider Teddy Roosevelt.  In a 109-day conflict with few casualties, the US drove the 
Spanish from Cuba and  Spain ceded the Philippines, Guam and Puerto Rico to the US.  Later, as 
president, TR’s gunboat diplomacy brought Panama and the Canal into the US fold.  These were 
acts of aggression whose direct progeny we condemn today as violations of international law 
and threats to world peace. 
 
In the Caribbean and South China seas, the United States before and China today have 
extended the spheres of influence to spheres of control.  At least China has not yet repeated 
President Grover Cleveland’s claim that the U.S. is “sovereign on [its] continent and its fiats law 
upon the subjects to which it defines its interposition.” 
 

 
 

Once more, ‘where you stand depends on where you sit,’ and China sits in the middle of an 
historically fractious region where it is much more dependent on sea lanes and imports of food 
and resources for its population of 1.3 billion than the U.S. is today – or was in 1898. 
  
Kissinger put his finger on another critical difference. In contrast to the states bordering the 
Atlantic, he wrote, “the states [in Asia] consider themselves in permanent potential conflict 
with their neighbors.  It is not that they necessarily plan on war; they simply do not exclude it.” 
  
So, from their point of view, and viewed from the perspective of our own history, the Chinese 
response to these circumstances in some (though not all) respects could be seen as entirely 
appropriate: China has a third aircraft carrier under construction, probably on the way to a fleet 
of five or six, while the U.S. has 11 carriers. In 1995 China had three submarines; their 
subsurface fleet now numbers 60 and will expand to 80.  

Regional Security: China’s POV

SOUTH CHINA SEA
§ $5 trillion in trade in 2015, about 30% of world total
§ 10% of remaining world fisheries
§ Undersea oil and gas deposits

MALACCA STRAIT
§ In 2015 became the world's busiest waterway, busier than 

Suez and Panama Canals and the Straits f Hormuz
§ More than 15 million barrels of oil a day
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In sheer numbers of commissioned vessels, the Chinese Navy is bigger than the U.S. Navy by 
317 to 283.   
 
In the South China Sea, at least, China is now a serious force.  Admiral Philip Davidson, head of 
the U.S. Indo-Pacific Command, has told the Congress that China’s capabilities make it “capable 
of controlling the South China Sea in all scenarios short of war with the United States . . . and 
there is no guarantee that the United States would win such a conflict.” 
 

 
 

 
With all of these perspectives in mind, let’s ponder what might be some of the essential 
conditions of thought and approach for avoiding the “Thucydides Trap.”   
  
One of the first things that I learned upon moving to China in 2006 was how different the 
pantheon of values in China looks compared to ours in the United States.  Whereas we hold 
most dear our freedoms, our individual rights and liberties, the top of the Chinese values 
pyramid is all about national unity, harmony and stability.   
  
However much the Chinese Communist Party has reinforced this value structure, it is ancient 
and Confucian in its roots, stressing the importance of hierarchy and the collective good. 
  
Yukon Huang has observed that “geopolitical differences in values and inadequate analytical 
frameworks” frequently get in the way of “ideologically neutral” engagement.  Those 
differences are certainly evident in the implicit condemnations today of each nation’s values by 
the other.   
  
In his book On China Henry Kissinger wrote that if Eyre Crowe, an official in the British Foreign 
Office who in 1907 analyzed the relationship between England and Germany, examined today’s 
conflicts between the United State and China, he likely would find the tensions quite 
unremarkable.   “Both Chinese and American governments,” Kissinger observes, “have 

Essential Conditions

Essential Conditions for Avoiding the “Thucydides Trap”
Value Structures
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frequently assumed a seamless identity between their national policies and the general 
interests of mankind.” 
  
Such assumptions about seamless identity do not make a solid foundation for joint concepts of 
world order.  Both sides would be wise to pay attention to Wang Qishan’s first public speech as 
Vice President.  “Every country,” said China’s second most powerful official, “has its own 
realities, as well as a unique history and culture.  All nations should pursue development paths 
that suit themselves.” 
 

 
 

Each of our two countries has a set of compelling national interests that often change over the 
course of time.  
  
Germany was building a blue water navy in 1907 when Mr. Crowe considered the likelihood of 
collision between British and German interests in his Foreign Office memorandum, and he 
argued that intentions are irrelevant.  Only capabilities matter, he wrote, and if instruments of 
war exist, eventually they will be used to make war.   
  
The Crowe argument, of course, is countered – at least so far – by the nuclear doctrine of 
mutually assured destruction and the experience of the Cold War, from which no hot war 
emerged.  But it is also true that if capabilities exist, they are more likely to be employed, 
especially in the event of blunder and miscalculation – exactly what happened in 1914, seven 
years after Crowe’s memorandum. 
  
In order to avoid blunder and miscalculation, each side should analyze capabilities cautiously 
and take into careful consideration what can be divined about intentions – and also what 
constraints are imposed by circumstance.  The size and strength of naval and other military 
capabilities are important, but so, too, are needs and intentions. 
  
Princeton University Professor Thomas Christenson has observed that China’s “external 
bravado . . . [is] combined with internal anxiety.”  We should keep in mind that China has plenty 
of domestic challenges: 1.3 billion people and a per capita GDP that remains a fraction of ours; 
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a rapidly aging population with a weak and fragmented social safety net and no immigration to 
rejuvenate the country; serious environmental challenges, vanishing water supplies and 
advancing desertification. 

 
 

However many similarities there are between the 20th and 21st century rise of China and the 
19th and 20th century rise of the United States – and there are many – one thing is very 
different, and that is the pace of change.  The pace of the changes in China – particularly in the 
coastal provinces – has impacted the economies, the politics and the psychologies of the rest of 
the world nearly as much as it has impacted China itself. 
  
Whether measured in absolute terms – annual GDP growth exceeding 6% for 25 years in a row 
– or in relative terms – going from 7% of U.S. GDP in 1980 to 100% or more today -- the rapid 
pace of China’s economic development is unprecedented.  Never before has a country so 
different from the western world emerged so rapidly as a powerful economic and geopolitical 
force. 
  
Every country has felt some measure of dislocation as a consequence of this rapid pace of 
development.  In the United States the dislocation has been especially acute for workers and 
communities where jobs and the economic base have been diminished or eliminated in the 
transition from a manufacturing economy to a services and information economy.  They have 
suffered dearly while others in the economy have prospered as a result of lower prices for 
imported goods and higher profits for global businesses. 
  
One reaction to this dislocation – one born out of fear, anger, frustration and jealousy – is 
nativism and the politics of scapegoating and demonology.  A political leader who adopts this 
approach may reap short-term political gain by blaming new and allegedly unfair competition 
for dislocation in the local economy – but will fail to engage with the rest of a world growing 
inexorably more intertwined and interdependent and ultimately will fail to mitigate the local 
damage.  One such reaction can lead to a counter-reaction, and then another, and a change of 
course becomes progressively more difficult, eventually increasing the risk of war. 
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A different reaction, one calculated to both lead to constructive engagement and to mitigate 
dislocation in the local economy, is to manage the change by diverting some of the benefit 
stream to retrain and reeducate workers and to redevelop floundering communities.  The 
better the change is managed in those ways, the more room a political leader has to engage the 
other side – and to develop “joint concepts of world order.” 
 

 

 
 

With our head finally screwed on right, perhaps we can establish mutual trust and confidence.  
Assuming that we can, how should the U.S.-China relationship be reset in a manner that will 
avoid the Thucydides Trap? 
  
Insofar as our trade relationship is concerned, once we have a clear picture of the real balances 
of trade and payments, we can pay attention to what should really matter to both countries: 
definite and realistic timetables for unfettered access to each other’s markets, for the 
curtailment of subsidies to state-owned enterprises, for unconstrained flows of capital across 
borders, and for the internationalization of the Chinese currency. 
 

 
 

Resetting the Relationship
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Since China is the fastest growing producer of intellectual property in the world, and about to 
become the largest, we should expect to see a gradually increasing interest in enforcing laws 
and treaty commitments and sustaining the international regime of IP protection.  It can’t come 
soon enough, as resolving our differences in this sector likely will be difficult and complicated  
by both real and imagined incidents of cyberespionage and piracy. 
  
Unlike the areas of dispute regarding trade and even regional security, there isn’t much room 
here for give and take, for meeting in the middle.  You either steal stuff, or you don’t. 
  
In the absence of informed and interested diplomatic engagement and a multilateral effort to 
bring pressure to bear, however, there will be zero likelihood that any progress will be made in 
this sector.  
 

 
 

 
Perhaps the single most important objective for both sides in the U.S.-China security 
relationship would be the elimination of uncertainty and surprise.   
  
A mutual no surprises policy might have avoided the Chinese interpretation of America’s “pivot 
to Asia” as a strategic decision to contain China and to restrain its growth.  A mutual no 
surprises policy would have provided a line of communication for the Chinese to explain their 
rationale behind the militarization of the reefs in the South China Sea, after insisting that they 
had no intention of doing so. 
  
And a mutual no surprises policy, coupled with U.S. reengagement with Japan, Korea and the 
nations of Southeast Asia, just might open avenues to the settlement of the resources disputes 
in the South China Sea.  
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Plagued by ignorance, misunderstanding  and miscommunication, seized with panic and fear, 
the U.S. and China very well might continue on a course toward a collision of values and 
interests, raising the risk of all-out war, a failing world economy and an existential threat to the 
future of life on our planet. 
  
On both sides of the relationship today, ascendant nationalism asserts that a web of global 
trading relationships can be blown away with little damage to the economy of either country.  
The politics of demonology has taken root In both China and the United States, building 
potentially insurmountable barriers to trust and cooperation.   
  
But remember this:  there has never been another time in the history of the world – not once in 
all of the 16 cases studied by Graham Allison and his colleagues in the Thucydides Project – 
when two powerful economies, two exceptional societies, were together so dominant in the 
world, together shared  more than half of the total world GDP, and at the same time were so 
mutually interdependent. 
 
In his book On China, where he advanced the notion of a “joint concept of world order,” 
Kissinger described a conversation with Jiang Zemin, the former President of China.  Jiang 
observed that “the United States and China need each other because both were too large to be 
dominated, too special to be transformed, and too necessary to each other to afford isolation.” 
  
If China and the United States both approach these trade, IP and security challenges with clear 
and undisguised strategic purpose, with acuity, wisdom and patience, and with accumulated 
confidence and trust, these two great nations could slip the noose, avoid the Thucydides Trap 
and manage a shared hegemony that could save the planet and benefit every realm of human 
endeavor. 
 
 

Possible Outcomes

“It was the rise of Athens and the fear
that this instilled in Sparta. . . .”  

(Thucydides)


