Preface

China remains a country of complexity and contradiction. It has become
an economic powerhouse and an increasingly influential global player,
raising the prospect that it will be a future rival to the United States in
world affairs. At the same time, China’s unbalanced growth fuels unsus-
tainabilities and inequities in its political and social system, raising longer-
term questions about its domestic stability. Abroad, China is widely wel-
comed as an engine of economic growth, even as its military modernizes
and its increasing footprint creates palpable discomfort about its impact
on global stability and the international system.

For Americans and others in the international community, coping with
the rise of China has emerged as the key challenge of the 21st century. For-
mulating an effective strategy to do so, however, demands a far richer and
more nuanced understanding of China’s fundamental social, political, and
economic context than that shaping the current public debate in the United
States and elsewhere.

The China Balance Sheet Project, a joint endeavor by the Center for
Strategic and International Studies (CSIS) and the Peterson Institute for
International Economics, was established in 2005 with the intention of
providing a balanced and objectively reasoned source of information on
China for government officials, business and other private-sector leaders,
the media, and the interested public alike. Our first book, China: The Bal-
ance Sheet—What the World Needs to Know Now about the Emerging Super-
power, was published in April 2006. Translated into several languages, that
book—and the one-page issue summaries derived from it provided on
www. chinabalancesheet.org—has become a standard reference for poli-
cymakers, journalists, and students around the world, fulfilling an un-
mistakable need for authoritative and balanced discussion of China’s con-
temporary economic, military, political, social, and international policies
and perspectives. It has been widely quoted by top officials of both gov-
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ernments, including US Secretary of the Treasury Henry Paulson, Jr. and
former Chinese Vice Premier Wu Yi.

In May 2007, the two institutions held a full-day national conference to
continue the discussion of China and US-China relations. At that session,
we released The China Balance Sheet in 2007 and Beyond, a compilation of
papers that delved into topics including Beijing’s internet censorship poli-
cies, the rule of law in China, and China’s relations with India and Rus-
sia. Keynote presentations were delivered by Secretary of the Treasury
Henry Paulson, Jr.; Robert Zoellick, president of the World Bank and for-
mer US deputy secretary of state; and Craig Mundie, chief research and
strategy officer for Microsoft.

This book seeks to take the analysis several important steps further by
connecting China’s development directly to US and global interests, and
offering a series of possible policy responses. It begins by looking at the
global economic challenge posed by China, a central theme throughout
the volume, in a chapter written by Dr. C. Fred Bergsten, director of the
Peterson Institute. It then turns to the emerging policy debates on all these
issues in China, where an intellectual climate is forming that is more
open, diverse, and creative than many outsiders realize.

As in the earlier two publications, the book then assesses the likely de-
velopment of China itself under three headings: domestic political and so-
cial affairs, economic policy, and foreign and security policy. The authors
divided lead responsibility for the discussion according to their expertise.
Charles Freeman, holder of the Freeman Chair in China Studies at CSIS,
took primary responsibility for the chapters devoted to China’s domestic
policies. Dr. Nicholas Lardy, senior fellow at the Peterson Institute, ad-
dressed China’s domestic economy. Trevor Houser and Daniel Rosen of the
Peterson Institute coauthored chapter 7 on China’s energy issues. Derek
Mitchell, senior fellow in the International Security Program at CSIS, took
on the multifaceted challenges of China’s foreign and security policy. All
these authors have published extensively on their areas of expertise.

In the process, we would like to thank many people for their contribu-
tions. Melissa Murphy was instrumental in writing chapters 2, 3, and 5
and Andrew Wedeman of the University of Nebraska-Lincoln in the writ-
ing of chapter 5 on corruption. David Finkelstein of the Center for Naval
Analyses provided the first draft of and substantial intellectual input into
chapter 9 on China’s military modernization.

We have been enormously assisted in the preparation of the book by
an Advisory Committee of high-level experts on China and US-China re-
lations. The full committee met with the authors and their team to dis-
cuss the book in its early stages and helped shape its ultimate direction
through their invaluable comments and suggestions. It should be noted,
however, that the findings and opinions in this book rest with the authors.
They do not necessarily represent the views of our Advisory Committee
members, contributing authors, and others who have provided support.



A full list of Advisory Committee members, contributing authors, and
other supporting individuals is provided at the end of this volume.

Our gratitude extends particularly to Bates Gill, director of the Stock-
holm International Peace Research Institute (SIPRI) and former holder of
the Freeman Chair in China Studies, for his immeasurable support of the
project and to Ben W. Heineman, Jr., senior fellow at the Belfer Center for
Science and International Affairs at Harvard University’s John F. Kennedy
School of Government, member of the CSIS Board of Trustees, and former
senior vice president-general counsel of GE, who conceived of the project
and has greatly aided it.

Eve Cary and Carl Rubenstein at CSIS served as project coordinators for
the China Balance Sheet Project and provided administrative support to
the project leads. Adam Posen, deputy director and senior fellow at the
Peterson Institute for International Economics advised the project. Invalu-
able research assistance was provided by Eve Cary and Alyson Slack at
CSIS and Giwon Jeong at the Peterson Institute. Additional research help
was provided by Shiuan-ju Chen, Orlando Crosby, Fergus Green, Xuan
Gui, Liana Lim Hinch, Arthur Kaneko, Stephen Meyers, Alexis Rado, Shel-
ley Su, Pak To Wong, and Xiao Zhang. Carla Freeman at Johns Hopkins’
School for Advanced International Studies provided editorial assistance.
Edward A. Tureen of the Peterson Institute provided editorial advice and
oversaw the publication process. Madona Devasahayam of the Peterson
Institute served as an expert copyeditor and editorial coordinator.

After the publication of China’s Rise: Challenges and Opportunities, the
project will remain active through conferences and briefings, and possible
further studies, and will remain an important source for balanced and
salient information on China through the project’s website (www.china
balancesheet.org) and through its publications.

The Center for Strategic and International Studies (CSIS) provides stra-
tegic insights and policy solutions to decision makers in government, in-
ternational institutions, the private sector, and civil society. A bipartisan,
nonprofit organization headquartered in Washington, DC, CSIS conducts
research and analysis and develops policy initiatives that look into the fu-
ture and anticipate change. CSIS’s work is made possible thanks to the gen-
erous support of individuals, private foundations, US and international
government agencies, and corporations.

The Peterson Institute for International Economics is a private, non-
profit institution for the study and discussion of international economic
policy. Its purpose is to analyze important issues in that area and to de-
velop and communicate practical new approaches for dealing with them.
The Institute is completely nonpartisan. It is funded by a highly diversi-
fied group of philanthropic foundations, private corporations, and inter-
ested individuals.

Financing for the China Balance Sheet Project comes from a combina-
tion of general institutional resources and external support. External un-



derwriters include ACE Ltd, American International Group, The Boeing
Company, Caterpillar, Citigroup, The Coca-Cola Company, FedEx, Gen-
eral Electric, General Motors, Goldman Sachs, Microsoft, Pfizer, and Proc-
ter & Gamble. These institutional supporters and underwriters had no ed-
itorial role in, or control over, the content of this book.

China’s rise provides the United States and global community with a
great number of both challenges and opportunities. As the United States
and others prepare to meet those challenges and seize those opportunities,
it will be crucial to have a clear and objective understanding of the nature
and implications of China’s emergence. The China Balance Sheet project
will continue its effort to provide such a contribution to the ongoing de-
bate and discussion about China in coming years.

JOoHN J. HAMRE C. FRED BERGSTEN
President and CEO Director
Center for Strategic and Peterson Institute for
International Studies International Economics

July 2008
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