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Introduction 
 
 The 21st century will feature growing strategic competition between a rising China 
and a powerful America, especially in the Asia-Pacific region, but this competition need not 
lead to conflict if it is properly managed. The June 2013 summit between Presidents Barack 
Obama and Xi Jinping, in which the two leaders agreed to build a "new model of great 
power relations," was an important recognition of this proposition. 
 
 The NCAFP assembled an influential group of American and Chinese officials and 
scholars in New York on January 24, 2014 to discuss the state of bilateral relations since the 
Sunnylands summit.    
 
 The meeting came at a time of rising tensions in Northeast Asia due to the downturn 
in relations between China and Japan and between Japan and South Korea, adverse U.S. and 
regional reaction to China's declaration of an "air defense identification zone" (ADIZ) that 
includes areas controlled by Japan and South Korea, and a continuing impasse in reviving 
the Six-Party Talks aimed at denuclearization of North Korea. 
 
 Participants from both countries agreed that the Sunnylands summit had given a new 
sense of direction to the bilateral relationship—one that incorporates three important 
elements: a mutual recognition of the need to avoid the so-called "Thucydides trap" in which 
a rising power and an established power inevitably come into conflict; a mutual agreement to 
try to increase cooperation in areas where there is a shared interest; and a common 
understanding that disagreements in one area of the relationship should not be allowed to 
damage the overall relationship. 
 
 There was also general agreement that although the relationship remains a mix of 
cooperation and competition, there are many potential areas for cooperation and a growing 
ability to manage a crisis should one occur. (As an American official said recently, the 
relationship is "increasingly mature.")  Also, both sides recognize that a pattern of robust 
economic interdependence adds ballast to the relationship. 
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 The bad news is that strategic competition between the U.S. and China and between 
China and Japan is on the rise and managing this competition will be a real challenge.  The 
three most pressing issues are:  1. How to reduce China-Japan tensions and to improve the 
trilateral relationship; 2. How to bring North Korea back to the path of denuclearization it 
seemed to be on in 2005-07; 3. How to ease U.S. and regional concerns over China’s 
declaration of an ADIZ in the East China Sea and deal with territorial and maritime disputes 
in the South China Sea.  
 
 One real test of the two countries’ ability to build a "new model of major power 
relations" is whether they can find a cooperative path to address rising tensions in the region.   
 
 

Background 
 
 As James Steinberg and Michael E.O'Hanlon argue in their new book, Strategic 
Reassurance and Resolve: U.S.-China Relations in the Twenty-First Century (Princeton, May 2014):  
 

"After forty years of largely cooperative Sino-U.S. relations, 
policymakers, politicians, and pundits on both sides of the 
Pacific see growing tensions between the United States and 
China. Some go so far as to predict a future of conflict, 
driven by the inevitable rivalry between an established and a 
rising power, and urge their leaders to prepare now for a 
future showdown.  Others argue that the deep economic 
interdependence between the two countries and the many 
areas of shared interest will lead to more collaborative 
relations in the coming decades." 

 
 In their book, Steinberg and O'Hanlon stake out a third, less deterministic position. 
They argue that concrete steps can be taken to avoid confrontation and conflict and they 
offer numerous recommendations and proposals along these lines which they characterize as 
"strategic reassurance" along with "resolve." 
 
 In the past year, both the Obama and Xi Administrations seem to be taking a page 
from the model offered by Steinberg and O'Hanlon. By agreeing to develop a "new model" 
of relations, they appear to be offering each other "strategic reassurance" of a kind that the 
two scholars and others have proposed.  
 
 The question remains: How will the two countries define and make concrete the so-
called new model?  Some clues can already be seen. 
 
 On November 20, 2013, National Security Adviser Susan Rice delivered a speech at 
Georgetown University in which she stated that the U.S. seeks to "operationalize a new 
model of major power relations" with China.  From the U.S. perspective, Rice said, "That 
means managing inevitable competition while forging deeper cooperation on issues where 
our interests converge - in Asia and beyond."  
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 In early December, 2013, Vice President Joe Biden visited Japan, China and South 
Korea.  In China, Biden spent a total of five and a half hours in talks with President Xi 
Jinping that, according to a senior U.S. official who delivered a briefing on background, 
"ranged from the strategic to the detailed, and covered every significant topic in the U.S.-
China relationship."   
 
 Following the Biden visit, a senior U.S. official stated that the U.S.-China 
relationship is "big," "complex," and "increasingly mature." "No one issue keeps the other 
set of issues from being able to move forward," the official stated. 
 
 What stands out from these developments is that the U.S. and China  now seem to 
have agreed at the highest levels to try to forge a "new model of great power relations"  and 
that they have also begun to conceptualize how to define such a model. The key would seem 
to be a mutual recognition that the two powers have a "complex" relationship involving 
both common interests and differences but that no one issue should be allowed to interfere 
with progress on the others.   
 
 In the report which follows, I will seek to describe both the positive and the negative 
elements in the U.S.-China relationship, outline the common and the conflicting interests, 
and suggest ways in which a more cooperative relationship might be forged. 
 
 This report is based on a frank and comprehensive Track II dialogue on U.S.-China 
relations which was hosted by the NCAFP in New York on January 24, 2014 with a group of 
experts from both sides plus some officials acting in their private capacity.  These dialogues 
have been going on for the past decade. Track II discussions of this type are an important 
means of developing ideas to help manage competition and explore areas of potential 
cooperation without the constraints that encumber official government level negotiations  
 
 The report is divided into several sections: I. Bilateral U.S.-China Relations; II. 
Regional Tensions; III. What Needs to be Done. 
 
 
 

I. Bilateral U.S.-China Relations 
 

Positive Elements in the Relationship 
 
 There are many positive elements in the relationship between the United States and 
China: 
 

• The two sides share a number of common interests—a peaceful, prosperous  and 
stable East Asia, peace and stability on the Korean peninsula,  reducing tensions 
between China and Japan,  a denuclearized North Korea, expanding economic ties, 
making progress on a number of  fronts such as climate change and environmental 
pollution, and achieving peace in the Middle East. Above all, the leaders of both 
countries have come to understand that it will be impossible to address the world's 
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most pressing problems—from climate change to nuclear non-proliferation to 
sustaining global economic development—without bilateral cooperation.  

 
• Both sides face enormous domestic challenges over the coming years. The United 

States needs to reduce its debt, restructure and revitalize a sluggish economy, reduce 
income inequality, find a way to ensure the continued viability of Social Security and 
Medicare while fixing a dysfunctional political system. China needs to avoid 
succumbing to a "middle-income trap" by failing to transition from an early stage of 
growth based on cheap labor and brute capital accumulation, to a more sophisticated 
stage of development based on an educated workforce and improvements in 
productivity. All of this must be accomplished while wages are rising, land is running 
out, and growth is slowing. China also faces the severe problems of air pollution, 
water pollution, corruption, unbalanced regional economic growth, the demands of a 
rising middle class, etc. To deal with these enormous problems, China's Communist 
Party endorsed a long list of bold economic reforms at its highly anticipated Third 
Plenum in November, 2013. In order to deal with these pressing domestic priorities, 
each side has an urgent need for international peace and stability and the last thing 
that either country would seem to desire is a confrontation with the other. 

 
• Both sides also have a strong common interest in developing a stable relationship. 

Although the relationship has been on an upward trajectory for more than 40 years, 
since the Nixon opening to China in the early 1970's, this trend has been interrupted 
frequently and has often been subject to long setbacks. 

 
• The pace of bilateral communication, dialogue and exchange has picked up sharply 

in recent years. There are now more than 90 dialogue mechanisms between the two 
countries, ranging from discussions of the most basic security and political issues to 
non-traditional security issues such as climate change and the environment. 

 
• Each country has sought to provide strategic reassurance concerning its long-range 

intentions to the other.  As one American participant said at the conference, the U.S. 
seeks to reassure China that it welcomes a rising China that plays a responsible role 
in international affairs, that the U.S. does not seek to contain China or to undermine 
the leadership of the Chinese Communist Party (despite what many in China appear 
to think), and that the U.S. is looking for ways to increase cooperation. China seeks 
to reassure the U.S. that it has neither the intention nor the capability to challenge 
U.S. global or regional leadership. (This statement was made by one prominent 
Chinese participant.)  The agreement by the two presidents to develop a "new 
model" of major power relations is also an important form of reassurance. 
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• There is a robust pattern of bilateral economic interdependence that includes more 
than $500 billion of two-way trade, China's holdings of more than $1.4 trillion in 
U.S. treasury notes (which represent about 25 percent of the total), a substantial 
increase in U.S. exports to China, a sharp growth in China's investment in the United 
States, etc.  Moreover, the Chinese insist that economic reforms on their agenda, 
including the development of a "special economic zone" in Shanghai, will further 
increase U.S.-China economic cooperation. This economic interdependence could 
deepen in the years ahead as the two sides discuss a bilateral investment treaty (BIT) 
and as China reconsiders its stance on the Trans-Pacific Partnership (TPP). 

 
• Security dialogues and military exchanges are growing and deepening, and China will 

for the first time participate in the U.S.-led RIMPAC military exercises in 2014. 
 

• There is closer consultation on a range of foreign policy issues such as the North 
Korean nuclear issue, Iran, Syria and Afghanistan. 

 
• There has been a proliferation of people-to-people and sub-national exchanges, 

including visits to China by U.S. governors, mayors and civic groups (33 such 
delegations will visit China in the next eight months). 

 
• Since the Sunnylands summit, there has been a sharp increase in Chinese 

publications on how to improve relations with the United States and  Chinese 
regional leaders and officials have become more open to cooperation with their U.S. 
counterparts. (See, for example, "China-U.S. Cooperation: Key to the Global 
Future," in  the November-December 2013 issue of "China International Studies," 
the journal of the Chinese Foreign Ministry’s think tank, the China Institute of 
International Studies) 
 

• Cross-strait relations between China and Taiwan have shown a remarkable 
improvement during the past five years as Taiwan's President Ma Ying-jeou has 
reached out to the Mainland. Some 19 agreements have been signed and the two 
sides recently agreed to exchange representative offices (See recent NCAFP report, 
"Navigating the Uncharted Strait," Feb. 2014). These developments have eased one 
of the chronic sources of tension in U.S.-PRC relations. 

 
 In sum, there is a long list of positive elements in the U.S.-China relationship on 
which to build a more stable and cooperative relationship, one that both sides profess to 
want. 
 
 

Negative Elements in the Relationship 
 
 Unfortunately, there is an equally long list of negative elements in the relationship.  
There are multiple sources of tension and strain in U.S.-China relations and some are 
chronic. They are rooted in a variety of factors:  inevitable competition between a rising and 
an established power, different political systems, different values, competing and sometime 
conflicting interests, different historical experiences, etc. 
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• There remains a profound level of mutual mistrust in the U.S.-China relationship. 

China doubts that the U.S. welcomes its rise. Beijing sees the "U.S. rebalancing" 
towards Asia as a hedge against China's rise and is unhappy with U.S. air and sea  
reconnaissance so close to Chinese territory, actions which the PRC views as a 
violation of China's sovereignty. The U.S. and many countries in the region, 
including Japan and the Philippines, are concerned with what they regard as 
increased Chinese assertiveness over regional maritime and territorial claims. They 
are also concerned about the double-digit growth in Chinese military expenditures 
during the past decade. 

 
• Some analysts on both sides, including some at our conference, believe that "the 

dominant feature of U.S.-China relations is increasingly (becoming) strategic 
competition and how to manage it" (Douglas Paal, China Daily, January 29, 2014). 
This competition is now becoming especially acute in the Asia-Pacific region. 

 
• China-Japan tensions continue to rise and many analysts, including some at our 

conference, believe that this is a precursor to a long-range strategic competition 
between the two Asian powers which is bound to have an impact on U.S.-China 
relations because Japan is a key U.S. ally. 

 
• Many analysts, including some at our conference, believe that the increasing "points 

of tension" between the two countries "threaten to undermine the immediate ability 
of the two countries to work together jointly on other issues" (Orville Schell, China 
Daily, January 29, 2014).  

 
• There is no willingness on either side to accept limits on military capabilities.  This 

intensifies the "security dilemma" for each country. 
 

• There is no ongoing discussion between the two countries about a new regional 
order based on mutual accommodation.  

 
• The human rights issue has been a source of tension in U.S.-China relations for 

many years and last year it intensified as the Chinese cracked down on dissidents, 
liberal intellectuals and journalists.  According to one analyst, more Chinese were 
arrested last year than in the entire decade of Xi Jinping's predecessor, Hu Jintao. 
American complaints about this issue are regarded by many in China as a plot to 
undermine the leadership of the Chinese Communist Party. 
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II. Regional Tensions on the Rise 
 

 There is a dramatic structural change underway in the Asia-Pacific regional security 
environment that has profound implications for U.S.-China relations and is at least partly 
responsible for the recent rise in regional tensions.  One perceptive analyst who participated 
in our conference describes it this way:  
 

"The end of bipolarity, the dramatic rise of China's power 
and influence, the acquisition of nuclear weapons by North 
Korea, and fiscal constraints in the United States have 
combined to produce and will continue to produce changes 
in Japanese security policy no matter who the [Japanese] 
prime minister may be." 
 
"Throughout the Cold War and for about a decade after it 
ended the U.S. was the unchallengeable superpower in East 
Asia.  It remains the most powerful country in the region and 
will retain that position for many years to come. But China no 
longer accepts American preeminence as it did during the 
years when its major security concern was the Soviet Union. 
China is challenging America's political and military 
supremacy and it is replacing the United States as the most 
important trading partner and investment destination for 
other East Asian countries.  The U.S. pivot, its rebalancing to 
Asia, as important as that is, cannot restore the American 
supremacy that existed before China's rise. This is the 
undeniable and irreversible new reality that we all have to deal 
with."    

 
 In sum, as China rises and America's relative power in the region diminishes, China-
Japan rivalry for regional power and influence will inevitably grow. This is likely to be an 
enduring feature of the new regional geo-political landscape. 
 
 

Growing China-Japan Rivalry 
 
  As one Chinese participant at our conference put it, the China-Japan relationship 
has in the past year or so become more than a specific disagreement on maritime and 
territorial issues. Rather it represents a new strategic competition with the potential for 
confrontation. Over the long term, he went on, "it represents a very dangerous trend." 
 
 Equally important, as the same Chinese analyst went on to say, this confrontation is 
based both on "profound misperception" by each side of the other and on "emotional 
attitudes" which make it difficult for each side to evaluate the others' intentions objectively.   
Many Chinese, said the Chinese participant, believe that Japan is becoming the militaristic 
state it was in the 1930s, even though this is an obvious exaggeration and misperception.    
Abe is a nationalist but he is not a militarist, added the Chinese participant. One could add 



8 
 

that there are enormous limits on Japan's ability to become a militaristic state—not the least 
of which is that there is little popular support in Japan for such an outcome. Moreover, while  
Prime Minister Abe seeks to improve Japan's ability to engage in "collective self-defense" 
and to strengthen the U.S.-Japan alliance, his own priorities are on building up the Japanese 
economy and not on carrying out a dramatic increase in Japan's military might. 
 
 Yet what comments at our conference made clear is that many Chinese seem 
genuinely worried about the potential for renewed Japanese militarism, although some 
probably see a tactical advantage in trying to rally the region against Japan and to drive a 
wedge between Japan and the ROK, America's two most crucial Asian allies. Moreover, 
some Chinese do believe that Abe's views of the past inform his vision of the future. As one 
American specialist on Japan said at our conference: "That is understandable considering the 
horrors Japan visited upon Chinese during the war and Abe's insistence that Japan's 
intentions were noble even if he is sorry about the consequences."  
  
 But however understandable such a reaction may be, it is a clear overreaction by the 
Chinese to relatively modest Japanese increases in their defense budget and to Abe’s desire 
to see Japan become a more "normal" country. 
 
 On the Japanese side, there are equally profound and emotionally laden concerns 
about China.  There is a perception in Japan, shared by many Americans, that China is out to 
change the status quo over the disputed territories by force. And there is a view in Japan, 
shared by many in the U.S., that the Chinese military buildup is a great threat both to Japan 
and to the region.   
 
 But the problem that Prime Minister Abe faces, as one American said, "is that the 
record of his comments about history have angered people in countries that were victims of 
Japanese aggression and have raised questions in many people's minds about his long term 
goal for Japan's role in the region and in the world."  Moreover, Abe's visit to Yasukuni 
"incurs a high cost in terms of Japan's national interests."  
 
 Finally, the U.S. and Japan do not appear to be in synch on how to respond to rising 
China-Japan tensions. The U.S. is wary about being entangled in controversies Japan has 
with China and South Korea. Japan, for its part, is irritated with the Obama Administration   
for conveying a strong public message of displeasure over Abe's recent visit to Yasukuni and 
for urging the Abe Administration to take steps to improve relations with China—advice 
that seemed to place the onus for the dismal state of Sino-Japanese relations on Japan.   
 
 In sum, the Sino-Japanese competition for power and influence in the region is likely 
to be long-lasting and profound—all the more so because there are strong emotional feelings 
on both sides left over by bitter historical memories. This competition will need to be 
managed skillfully by each side and by the U.S. We will have more to say about this in the 
concluding remarks.  
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   North Korea's Nuclear and Missile Buildup 
 
 A second factor contributing to the rise of regional tensions in Asia is the North 
Korean nuclear and missile program, the dangerous drift in U.S.-DPRK relations, and the 
continuing impasse in the Six-Party Talks designed to bring about North Korea's 
denuclearization.  Like rising China-Japan tensions, the North Korean nuclear issue also 
poses an important challenge for U.S.-China relations and for regional stability. 
 
 The U.S. and China share an interest in bringing about the denuclearization of North 
Korea and in easing tensions on the Korean peninsula. They have been consulting much 
more frequently on North Korea during the past year than in the past. And China, like the 
United States, opposes North Korean military provocations against South Korea and any 
new North Korean missile and nuclear tests. 
 
 But shared interests do not mean shared approaches, and there are gaps between 
Washington’s and Beijing’s respective policies for dealing with Pyongyang’s threat.  As an 
American speaker at our conference put it, the United States and China are not necessarily 
on the same page when it comes to North Korea, nor are the U.S. and PRC views 
converging, although we hope they eventually will. 
 

China continues to believe that North Korea’s implementation of Chinese-style 
economic reform and opening will lead to an eventual transformation of the regime, 
resulting in the eventual resolution of the nuclear issue.  The U.S. does not share this view, 
and the recent arrest, purge, and execution of "reformer" Jang Song Thaek has seriously 
undermined the logic of China’s approach.   
 

China views the North Korea problem within a broader regional context that sees 
Korea as one of several challenges and areas for U.S.-PRC give-and-take.  For many 
Chinese, North Korea, despite its problematic nature, is more of an asset than a liability in a 
greater game that involves preventing the United States from surrounding or intimidating 
China. In this view, some Chinese see the United States as exploiting tensions on the Korean 
Peninsula to maintain a large military presence on China’s periphery. For these Chinese, U.S. 
calls for support in applying new and greater pressures on Pyongyang often elicit Chinese 
calls for greater U.S. cooperation on issues of concern to China, including arms sales to 
Taiwan. 
 
 China supports the North Korean view that the Six-Party Talks should be 
reconvened without preconditions.  China, said the U.S. speaker, now sees the Six-Party 
Talks as a mechanism for "managing" the North Korean nuclear issue rather than as a 
vehicle for solving it.  The U.S., on the other hand, still sees those talks as a vehicle for 
denuclearization. That is why the U.S. insists that North Korea should take serious steps 
towards denuclearization before Washington will return to the Six-Party Talks. In particular, 
the U.S. wants a clear signal from Pyongyang that it still accepts the denuclearization 
agreements reached in 2005 and 2007. 
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  Finally, China places a higher priority on stability on the Korean peninsula than on 
denuclearization. The U.S. priority continues to be on denuclearization, which it sees as a 
prerequisite for stability 
 
 These differences appear to reflect more fundamental differences. As the American 
participant pointed out at our conference, during the past decade, Americans and South 
Koreans have hoped for three changes in North Korea: first, a moderate attitude towards 
South Korea that would lead to intra-Korean reconciliation; second, a move towards reform 
and opening in North Korea; and third, an agreement to renounce and abandon nuclear 
weapons.  On all three counts, the American went on to say, the U.S. and the ROK have 
been disillusioned.  
 
 In light of this situation, he concluded, the U.S., while remaining open to 
negotiations, may be compelled to consider expanding sanctions against North Korea,  
strengthening its deterrent capability, and putting in place mechanism to contain the North.  
Meanwhile, recent developments, including the unexpected purge of Jang Song Thaek, and 
the need to avoid a major disconnect between Washington and Beijing underscore the need 
for the two countries to have a "quiet dialogue" that includes a serious dialogue on 
"contingency planning" and the future of the Korean peninsula.  
 
 The Chinese reaction to this grim American presentation was along predictable lines. 
One Chinese participant made two points: first, the denuclearization of North Korea is no 
longer realistic because the North Koreans believe that nuclear weapons are their best 
"insurance policy" for survival; second, there is no alternative to the Six-Party Talks. Trying 
to isolate North Korea, he said, is a bad and counter-productive idea. 
 
 A second Chinese participant said the U.S. and China need to think about "implicit 
recognition" of the North Korean nuclear program in exchange for putting a cap or a ceiling 
on that program. 
 
 Other Chinese noted that there had been a "sea change" in public opinion in China 
on North Korea. Some 32 percent of the Chinese public were now willing to consider using 
military force in order to compel North to give up its nuclear weapons and 51 percent 
support sanctions against North Korea. The Chinese public, he said, now recognizes that 
North Korea is becoming a "strategic liability" for China.  But this attitude has still not 
reflected itself in official policy.  
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   PRC Air Defense Identification Zones (ADIZ) 
 
 A third point of growing regional tension concerns China's recent declaration of "air 
defense zones" over territory disputed with Japan. Several American participants asserted 
that the Chinese declaration of an ADIZ over disputed islands in the East China Sea is 
"quite scary." China and Japan now have overlapping air defense zones over the disputed 
Senkaku-Diaoyu islands.  The potential for a miscalculation or an accident is high. Moreover, 
neither side is prepared to back down because both claim sovereignty over the disputed 
islands. Between April 1, 2013 and December 31, 2013, said one American participant, the 
Japanese Air Self-Defense Force scrambled F-15 fighter plans 287 times against apparent 
Chinese intervention into Japanese air space. 
 
 A Chinese participant said that there was a need for a "code of conduct" in the East 
China Sea. 
 
 There was also some related discussion of China's so-called "nine dash line" which 
covers much of the South China Sea, including territory disputed with several Southeast 
Asian countries, including the Philippines and Vietnam. American participants questioned 
whether China intended to establish another ADIZ over the South China Sea. 
 
 Chinese participants responded that in both the East and South China Sea disputes, 
China was acting out of defensive considerations. In the East China Sea dispute, the Chinese 
said, Japan took the initiative by declaring its own "air defense identification zone" many 
years ago and then Japan nationalized the disputed islands. Moreover, Japan refuses to 
recognize that there is a dispute over the islands.   
 
 In the case of the South China Sea, said one Chinese participant, the so-called "nine 
dash line" was not drawn by the PRC but by the former Chiang Kai-shek government of 
China. Moreover, this line was based on the post-World War II Cairo and Potsdam 
agreements according to which the allies agreed that all territory occupied by Japan should 
be returned to China. 
 
 In the days immediately following our meeting, a senior U.S. official testified before 
a Congressional committee on these issues. (See statement by Daniel Russel, Assistant 
Secretary of State, before the House Committee on Foreign Affairs, Feb. 5, 2014.) 
 
 Russel testified that the U.S. emphasized the importance of exercising restraint, 
maintaining dialogue, lowering rhetoric, behaving "safely and responsibly in the sky and at 
sea," and "peacefully resolving maritime and territorial disputes in accordance with 
international law."   He said the U.S. was working "to help put in place diplomatic and other 
structures to lower tensions and manage these disputes peacefully." 
 
 In the South China Sea, said Russel, the U.S. continues to support efforts by 
ASEAN and China to develop an effective Code of Conduct, something that China and 
ASEAN committed to back in 2002.  In the East China Sea, he went on, "we support 
Japan's call for diplomatic and crisis management procedures in order to avoid a 
miscalculation or a dangerous incident."  Russel condemned China's announcement of an 
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ADIZ over the East China Sea as "a provocative act and a serious step; in the wrong 
direction." He said that the U.S. "neither recognizes nor accepts China's declared East China 
Sea ADIZ."  
 
 Perhaps the most important part of Russel's testimony was his attempt to link recent 
PRC actions in the region to a pattern of assertive behavior: 
 

"These include continued restrictions on access to 
Scarborough Reef; pressure on the long-standing Philippine 
presence at the Second Thomas Shoal; putting hydrocarbon 
blocks up for bid in an area close to another country's 
mainland and far away from the islands that China is 
claiming; announcing administrative and even military 
districts in contested areas in the South China Sea; an 
unprecedented spike in risky activity by China's maritime 
agencies near the Senkaku islands; the sudden, uncoordinated 
and unilateral imposition of regulations over contested 
airspace in the case of the East China Sea Air Defense 
Identification Zone; and the recent updating of fishing 
regulations covering disputed areas in the South China Sea. " 

 
 These actions, said Russel, "have raised tensions in the region and concerns about 
China's objectives in both the South China and the East China Seas." 
 
 There is, he went on, "a growing concern" that this pattern of behavior reflects an 
incremental effort by China to assert control over the area contained in the so-called "nine-
dash line," despite "the objections of its neighbors and despite the lack of any explanation or 
apparent basis under international law regarding the scope of the claim itself." Russel urged 
China "to clarify or adjust its nine-dash line claim" in order to bring it "in accordance with 
the international law of the sea." 
 
 These concerns were also reflected in the statements of several U.S. participants at 
our meeting. 
 
 

III. What Needs to Be Done 
 
 An early test of the Obama-Xi agreement to build a new model of great power 
relations will be whether or not the two powers can cooperate to reduce rising tensions in 
the region.   
 
 First, the United States and China must both work to ease China-Japan tensions and 
to improve trilateral cooperation among the three powers in the region. As one American 
participant said, "the goal should be to put the Senkaku-Diaoyu issue back on the shelf and 
to shift the focus to joint development of seabed resources in the East China Sea and the 
conclusion of a fisheries agreement modeled on the April 2013 agreement between Japan 
and Taiwan."       
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 While working to ease China-Japan tensions, the United States will need to continue 
to make clear that America's security commitments apply to Japan in the event territories 
under its administrative control are threatened or attacked.  
 
   Second, the United States, China and other powers in the region, including Japan 
and the ROK, need to consider a far-reaching proposal aimed at fundamentally transforming 
regional relations. This might take the form of the proposal by ROK President Park to 
develop a "Northeast Asia Peace and Cooperation Initiative" (NAPCI). Or there could be a 
Northeast Asia version of the Helsinki Process to deal with ideological differences and 
territorial disputes. As one American participant said, "the Helsinki negotiations culminated 
in non-binding accords pledging respect for sovereignty and international law and called for 
all participating parties to refrain from the threat or use of force."   
 
  Third, territorial disputes and conflicting maritime claims require "serious and 
sustained diplomacy between the claimants to address overlapping claims in a peaceful, non-
coercive way" (Russel, op cit).  All the relevant parties need to agree to lower tensions and 
avoid escalation.  And they need to "put in place practical mechanisms to prevent incidents 
or manage them when they occur" (Russel, op cit.). And they all need to agree to oppose 
unilateral steps that change the status quo in the East and South China Seas. 
 
 Fourth, there must be increased transparency by the region's militaries  
 
 Finally, the United States, China and other parties to the Six Party Talks, need to find 
ways to bring North Korea back to the path of denuclearization it was on in 2005-07.  A 
continuation of North Korea's nuclear and missile buildup, a continued standoff in U.S.-
DPRK relations and continued tensions between North and South Korea will all eventually 
combine to jeopardize peace and stability in the region. 
 
 
 
   Notes 
 
 For additional insights into these issues, see the writing of two U.S. participants at 
our conference: 

  
Gerald Curtis, "The Abe Administration: An Interim Assessment," January 2014 

 
Evans Revere, "Whither Northeast Asia? Managing Tensions and Avoiding Conflict 

in a Troubled Region," Brookings, December 2013. 
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	Introduction
	The 21st century will feature growing strategic competition between a rising China and a powerful America, especially in the Asia-Pacific region, but this competition need not lead to conflict if it is properly managed. The June 2013 summit between P...
	The NCAFP assembled an influential group of American and Chinese officials and scholars in New York on January 24, 2014 to discuss the state of bilateral relations since the Sunnylands summit.
	The meeting came at a time of rising tensions in Northeast Asia due to the downturn in relations between China and Japan and between Japan and South Korea, adverse U.S. and regional reaction to China's declaration of an "air defense identification zo...
	Participants from both countries agreed that the Sunnylands summit had given a new sense of direction to the bilateral relationship—one that incorporates three important elements: a mutual recognition of the need to avoid the so-called "Thucydides tr...
	There was also general agreement that although the relationship remains a mix of cooperation and competition, there are many potential areas for cooperation and a growing ability to manage a crisis should one occur. (As an American official said rece...
	The bad news is that strategic competition between the U.S. and China and between China and Japan is on the rise and managing this competition will be a real challenge.  The three most pressing issues are:  1. How to reduce China-Japan tensions and t...
	One real test of the two countries’ ability to build a "new model of major power relations" is whether they can find a cooperative path to address rising tensions in the region.
	Background
	As James Steinberg and Michael E.O'Hanlon argue in their new book, Strategic Reassurance and Resolve: U.S.-China Relations in the Twenty-First Century (Princeton, May 2014):
	"After forty years of largely cooperative Sino-U.S. relations, policymakers, politicians, and pundits on both sides of the Pacific see growing tensions between the United States and China. Some go so far as to predict a future of conflict, driven by t...
	In their book, Steinberg and O'Hanlon stake out a third, less deterministic position. They argue that concrete steps can be taken to avoid confrontation and conflict and they offer numerous recommendations and proposals along these lines which they c...
	In the past year, both the Obama and Xi Administrations seem to be taking a page from the model offered by Steinberg and O'Hanlon. By agreeing to develop a "new model" of relations, they appear to be offering each other "strategic reassurance" of a k...
	The question remains: How will the two countries define and make concrete the so-called new model?  Some clues can already be seen.
	On November 20, 2013, National Security Adviser Susan Rice delivered a speech at Georgetown University in which she stated that the U.S. seeks to "operationalize a new model of major power relations" with China.  From the U.S. perspective, Rice said,...
	In early December, 2013, Vice President Joe Biden visited Japan, China and South Korea.  In China, Biden spent a total of five and a half hours in talks with President Xi Jinping that, according to a senior U.S. official who delivered a briefing on b...
	Following the Biden visit, a senior U.S. official stated that the U.S.-China relationship is "big," "complex," and "increasingly mature." "No one issue keeps the other set of issues from being able to move forward," the official stated.
	What stands out from these developments is that the U.S. and China  now seem to have agreed at the highest levels to try to forge a "new model of great power relations"  and that they have also begun to conceptualize how to define such a model. The k...
	In the report which follows, I will seek to describe both the positive and the negative elements in the U.S.-China relationship, outline the common and the conflicting interests, and suggest ways in which a more cooperative relationship might be forged.
	This report is based on a frank and comprehensive Track II dialogue on U.S.-China relations which was hosted by the NCAFP in New York on January 24, 2014 with a group of experts from both sides plus some officials acting in their private capacity.  T...
	The report is divided into several sections: I. Bilateral U.S.-China Relations; II. Regional Tensions; III. What Needs to be Done.
	I. Bilateral U.S.-China Relations
	Positive Elements in the Relationship
	There are many positive elements in the relationship between the United States and China:
	 The two sides share a number of common interests—a peaceful, prosperous  and stable East Asia, peace and stability on the Korean peninsula,  reducing tensions between China and Japan,  a denuclearized North Korea, expanding economic ties, making pro...
	 Both sides face enormous domestic challenges over the coming years. The United States needs to reduce its debt, restructure and revitalize a sluggish economy, reduce income inequality, find a way to ensure the continued viability of Social Security ...
	 Both sides also have a strong common interest in developing a stable relationship. Although the relationship has been on an upward trajectory for more than 40 years, since the Nixon opening to China in the early 1970's, this trend has been interrupt...
	 The pace of bilateral communication, dialogue and exchange has picked up sharply in recent years. There are now more than 90 dialogue mechanisms between the two countries, ranging from discussions of the most basic security and political issues to n...
	 Each country has sought to provide strategic reassurance concerning its long-range intentions to the other.  As one American participant said at the conference, the U.S. seeks to reassure China that it welcomes a rising China that plays a responsibl...
	 There is a robust pattern of bilateral economic interdependence that includes more than $500 billion of two-way trade, China's holdings of more than $1.4 trillion in U.S. treasury notes (which represent about 25 percent of the total), a substantial ...
	 Security dialogues and military exchanges are growing and deepening, and China will for the first time participate in the U.S.-led RIMPAC military exercises in 2014.
	 There is closer consultation on a range of foreign policy issues such as the North Korean nuclear issue, Iran, Syria and Afghanistan.
	 There has been a proliferation of people-to-people and sub-national exchanges, including visits to China by U.S. governors, mayors and civic groups (33 such delegations will visit China in the next eight months).
	 Since the Sunnylands summit, there has been a sharp increase in Chinese publications on how to improve relations with the United States and  Chinese regional leaders and officials have become more open to cooperation with their U.S. counterparts. (S...
	 Cross-strait relations between China and Taiwan have shown a remarkable improvement during the past five years as Taiwan's President Ma Ying-jeou has reached out to the Mainland. Some 19 agreements have been signed and the two sides recently agreed ...
	In sum, there is a long list of positive elements in the U.S.-China relationship on which to build a more stable and cooperative relationship, one that both sides profess to want.
	Negative Elements in the Relationship
	Unfortunately, there is an equally long list of negative elements in the relationship.  There are multiple sources of tension and strain in U.S.-China relations and some are chronic. They are rooted in a variety of factors:  inevitable competition be...
	 There remains a profound level of mutual mistrust in the U.S.-China relationship. China doubts that the U.S. welcomes its rise. Beijing sees the "U.S. rebalancing" towards Asia as a hedge against China's rise and is unhappy with U.S. air and sea  re...
	 Some analysts on both sides, including some at our conference, believe that "the dominant feature of U.S.-China relations is increasingly (becoming) strategic competition and how to manage it" (Douglas Paal, China Daily, January 29, 2014). This comp...
	 China-Japan tensions continue to rise and many analysts, including some at our conference, believe that this is a precursor to a long-range strategic competition between the two Asian powers which is bound to have an impact on U.S.-China relations b...
	 Many analysts, including some at our conference, believe that the increasing "points of tension" between the two countries "threaten to undermine the immediate ability of the two countries to work together jointly on other issues" (Orville Schell, C...
	 There is no willingness on either side to accept limits on military capabilities.  This intensifies the "security dilemma" for each country.
	 There is no ongoing discussion between the two countries about a new regional order based on mutual accommodation.
	 The human rights issue has been a source of tension in U.S.-China relations for many years and last year it intensified as the Chinese cracked down on dissidents, liberal intellectuals and journalists.  According to one analyst, more Chinese were ar...
	There is a dramatic structural change underway in the Asia-Pacific regional security environment that has profound implications for U.S.-China relations and is at least partly responsible for the recent rise in regional tensions.  One perceptive anal...
	"The end of bipolarity, the dramatic rise of China's power and influence, the acquisition of nuclear weapons by North Korea, and fiscal constraints in the United States have combined to produce and will continue to produce changes in Japanese security...
	"Throughout the Cold War and for about a decade after it ended the U.S. was the unchallengeable superpower in East Asia.  It remains the most powerful country in the region and will retain that position for many years to come. But China no longer acce...
	In sum, as China rises and America's relative power in the region diminishes, China-Japan rivalry for regional power and influence will inevitably grow. This is likely to be an enduring feature of the new regional geo-political landscape.
	Growing China-Japan Rivalry
	As one Chinese participant at our conference put it, the China-Japan relationship has in the past year or so become more than a specific disagreement on maritime and territorial issues. Rather it represents a new strategic competition with the poten...
	Equally important, as the same Chinese analyst went on to say, this confrontation is based both on "profound misperception" by each side of the other and on "emotional attitudes" which make it difficult for each side to evaluate the others' intention...
	Yet what comments at our conference made clear is that many Chinese seem genuinely worried about the potential for renewed Japanese militarism, although some probably see a tactical advantage in trying to rally the region against Japan and to drive a...
	But however understandable such a reaction may be, it is a clear overreaction by the Chinese to relatively modest Japanese increases in their defense budget and to Abe’s desire to see Japan become a more "normal" country.
	On the Japanese side, there are equally profound and emotionally laden concerns about China.  There is a perception in Japan, shared by many Americans, that China is out to change the status quo over the disputed territories by force. And there is a ...
	But the problem that Prime Minister Abe faces, as one American said, "is that the record of his comments about history have angered people in countries that were victims of Japanese aggression and have raised questions in many people's minds about hi...
	Finally, the U.S. and Japan do not appear to be in synch on how to respond to rising China-Japan tensions. The U.S. is wary about being entangled in controversies Japan has with China and South Korea. Japan, for its part, is irritated with the Obama ...
	In sum, the Sino-Japanese competition for power and influence in the region is likely to be long-lasting and profound—all the more so because there are strong emotional feelings on both sides left over by bitter historical memories. This competition ...
	North Korea's Nuclear and Missile Buildup
	A second factor contributing to the rise of regional tensions in Asia is the North Korean nuclear and missile program, the dangerous drift in U.S.-DPRK relations, and the continuing impasse in the Six-Party Talks designed to bring about North Korea's...
	The U.S. and China share an interest in bringing about the denuclearization of North Korea and in easing tensions on the Korean peninsula. They have been consulting much more frequently on North Korea during the past year than in the past. And China,...
	But shared interests do not mean shared approaches, and there are gaps between Washington’s and Beijing’s respective policies for dealing with Pyongyang’s threat.  As an American speaker at our conference put it, the United States and China are not n...
	China continues to believe that North Korea’s implementation of Chinese-style economic reform and opening will lead to an eventual transformation of the regime, resulting in the eventual resolution of the nuclear issue.  The U.S. does not share this v...
	China views the North Korea problem within a broader regional context that sees Korea as one of several challenges and areas for U.S.-PRC give-and-take.  For many Chinese, North Korea, despite its problematic nature, is more of an asset than a liabili...
	China supports the North Korean view that the Six-Party Talks should be reconvened without preconditions.  China, said the U.S. speaker, now sees the Six-Party Talks as a mechanism for "managing" the North Korean nuclear issue rather than as a vehicl...
	Finally, China places a higher priority on stability on the Korean peninsula than on denuclearization. The U.S. priority continues to be on denuclearization, which it sees as a prerequisite for stability
	These differences appear to reflect more fundamental differences. As the American participant pointed out at our conference, during the past decade, Americans and South Koreans have hoped for three changes in North Korea: first, a moderate attitude t...
	In light of this situation, he concluded, the U.S., while remaining open to negotiations, may be compelled to consider expanding sanctions against North Korea,  strengthening its deterrent capability, and putting in place mechanism to contain the Nor...
	The Chinese reaction to this grim American presentation was along predictable lines. One Chinese participant made two points: first, the denuclearization of North Korea is no longer realistic because the North Koreans believe that nuclear weapons are...
	A second Chinese participant said the U.S. and China need to think about "implicit recognition" of the North Korean nuclear program in exchange for putting a cap or a ceiling on that program.
	Other Chinese noted that there had been a "sea change" in public opinion in China on North Korea. Some 32 percent of the Chinese public were now willing to consider using military force in order to compel North to give up its nuclear weapons and 51 p...
	PRC Air Defense Identification Zones (ADIZ)
	A third point of growing regional tension concerns China's recent declaration of "air defense zones" over territory disputed with Japan. Several American participants asserted that the Chinese declaration of an ADIZ over disputed islands in the East ...
	A Chinese participant said that there was a need for a "code of conduct" in the East China Sea.
	There was also some related discussion of China's so-called "nine dash line" which covers much of the South China Sea, including territory disputed with several Southeast Asian countries, including the Philippines and Vietnam. American participants q...
	Chinese participants responded that in both the East and South China Sea disputes, China was acting out of defensive considerations. In the East China Sea dispute, the Chinese said, Japan took the initiative by declaring its own "air defense identifi...
	In the case of the South China Sea, said one Chinese participant, the so-called "nine dash line" was not drawn by the PRC but by the former Chiang Kai-shek government of China. Moreover, this line was based on the post-World War II Cairo and Potsdam ...
	In the days immediately following our meeting, a senior U.S. official testified before a Congressional committee on these issues. (See statement by Daniel Russel, Assistant Secretary of State, before the House Committee on Foreign Affairs, Feb. 5, 20...
	Russel testified that the U.S. emphasized the importance of exercising restraint, maintaining dialogue, lowering rhetoric, behaving "safely and responsibly in the sky and at sea," and "peacefully resolving maritime and territorial disputes in accorda...
	In the South China Sea, said Russel, the U.S. continues to support efforts by ASEAN and China to develop an effective Code of Conduct, something that China and ASEAN committed to back in 2002.  In the East China Sea, he went on, "we support Japan's c...
	Perhaps the most important part of Russel's testimony was his attempt to link recent PRC actions in the region to a pattern of assertive behavior:
	"These include continued restrictions on access to Scarborough Reef; pressure on the long-standing Philippine presence at the Second Thomas Shoal; putting hydrocarbon blocks up for bid in an area close to another country's mainland and far away from t...
	These actions, said Russel, "have raised tensions in the region and concerns about China's objectives in both the South China and the East China Seas."
	There is, he went on, "a growing concern" that this pattern of behavior reflects an incremental effort by China to assert control over the area contained in the so-called "nine-dash line," despite "the objections of its neighbors and despite the lack...
	These concerns were also reflected in the statements of several U.S. participants at our meeting.
	III. What Needs to Be Done
	An early test of the Obama-Xi agreement to build a new model of great power relations will be whether or not the two powers can cooperate to reduce rising tensions in the region.
	First, the United States and China must both work to ease China-Japan tensions and to improve trilateral cooperation among the three powers in the region. As one American participant said, "the goal should be to put the Senkaku-Diaoyu issue back on t...
	While working to ease China-Japan tensions, the United States will need to continue to make clear that America's security commitments apply to Japan in the event territories under its administrative control are threatened or attacked.
	Second, the United States, China and other powers in the region, including Japan and the ROK, need to consider a far-reaching proposal aimed at fundamentally transforming regional relations. This might take the form of the proposal by ROK President...
	Third, territorial disputes and conflicting maritime claims require "serious and sustained diplomacy between the claimants to address overlapping claims in a peaceful, non-coercive way" (Russel, op cit).  All the relevant parties need to agree to lo...
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	Finally, the United States, China and other parties to the Six Party Talks, need to find ways to bring North Korea back to the path of denuclearization it was on in 2005-07.  A continuation of North Korea's nuclear and missile buildup, a continued st...
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