STRATEGIC
TRENDS 2023

Key Developments in Global Affairs

ETH Zurich



STRATEGIC TRENDS 2023 is also electronically available at:
www.css.ethz.ch/publications/strategic-trends

Editors STRATEGIC TRENDS 2023: Brian G. Carlson, Oliver Thranert
Series Editor STRATEGIC TRENDS: Andreas Wenger

Contact:

Center for Security Studies
ETH Zurich
Haldeneggsteig 4, IFW
CH-8092 Zurich
Switzerland

This publication covers events up to mid-March 2023.
© 2023, Center for Security Studies, ETH Zurich

ISSN 1664-0667
ISBN 978-3-905696-89-9



Center for Security Studies

STRATEGIC
TRENDS 2023

Key Developments in Global Affairs

Editors: Brian G. Carlson, Oliver Thranert
Series Editor: Andreas Wenger
Authors: Brian G. Carlson, Sophie-Charlotte Fischer,

Boas Lieberherr, Névine Schepers

CSS ETHzlurich

ETH Zurich


http://www.css.ethz.ch




Contents

Acknowledgments 5
Introduction 7
CHAPTER 1

China, Russia, and the Future of World Order 11

Brian G. Carlson

CHAPTER 2

Silicon Curtain: America’s Quest for Allied Export Controls Against China .... 39
Sophie-Charlotte Fischer

CHAPTER 3

Alliances and Extended Nuclear Deterrence in Europe and Asia........cccccceuee.. 63
Névine Schepers

CHAPTER 4

How India Navigates a World in Transition 83
Boas Lieberherr







Acknowledgments

Strategic Trends is an annual publication of the Center for Security Studies (CSS)
at ETH Zurich. It offers concise analyses of major developments in world affairs,
with a focus on international security. Providing incisive interpretations of key
trends, rather than a comprehensive survey of pertinent events, Strategic Trends
is targeted at a broad audience, ranging from policymakers to academics, the
media, and the general public.

Strategic Trends 2023 is the 14th issue in the series. The entire publication
series is available for download at the website of the Center for Security Studies
(www.css.ethz.ch/publikationen/strategic-trends.html).

We would like to thank this year’s authors, Brian G. Carlson, Sophie-Charlotte
Fischer, Névine Schepers, and Boas Lieberherr, for the thought and effort that
they put into their respective chapters. Miriam Dahinden-Ganzoni provided
expert graphic design and layout. Ellen van Vliet assisted with the graphics
and photos. The CSS communications team supported the publication pro-
cess throughout. We are extremely grateful to all of them for their valued
contributions.

We hope you will enjoy reading Strategic Trends 2023. Should you have any
feedback, please do not hesitate to contact us at brian.carlson@sipo.gess.ethz.ch

and oliver.thraenert@sipo.gess.ethz.ch.

With warm regards from Zurich,

Brian G. Carlson Oliver Thrinert
Team Head, Global Security Head of Think Tank


http://www.css.ethz.ch/publikationen/strategic-trends.html
mailto:brian.carlson@sipo.gess.ethz.ch
mailto:oliver.thraenert@sipo.gess.ethz.ch




Order and Alignment

Recent trends in international relations, especially the intensification of
great-power rivalry, have the potential to create far-reaching changes in world
order. Russia’s war in Ukraine, which at the time of writing appeared likely
to continue for a prolonged period, challenges the norms of state sovereignty
and non-aggression. China’s increasingly aggressive military behavior around
Taiwan raises concerns about a potential invasion in the coming years, as well as
the broader challenge to both the regional and global orders that China might
pose. Together, China and Russia seek to reshape the world order by reducing
the power of the United States and building their own spheres of influence.

These challenges to the world order that China and Russia pose, which Brian G.
Carlson discusses in his chapter, have important implications for the diplomatic
alignments of countries around the world, whether large, medium, or small.
Rival alignments featuring the United States and its allies and partners, on one
hand, and China and Russia, on the other, increasingly characterize the world
order. US President Joe Biden’s administration frames contemporary interna-
tional politics as a clash between democracies and autocracies. One result of this
growing rift is that events in Europe and Asia are increasingly interlinked, as
some of the chapters in this volume make clear.

As its rivalry with China grows, the United States seeks to strengthen its po-
sition in security, economic, and technological competition. The latter arena,
which is closely linked to both economics and security, features competition
for leadership in emerging high-tech fields. This includes competition in both
the innovation of new technologies and the setting of international standards to
regulate their use. In this competition, the United States requires the support of
allies in both Europe and Asia. Advanced sectors of the tech economy, including
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semiconductors, now have complex, interdependent supply chains that span the
globe. Therefore, efforts to thwart China’s technological progress require coop-
eration between the United States and allies such as the Netherlands and Japan,
as Sophie-Charlotte Fischer discusses in her chapter.

In security competition, events in Europe and Asia also have significant effects on
the other region. As the US-China competition intensifies, US efforts to fulfill se-
curity commitments and to support allies and partners in both Europe and Asia
are coming under increasing strain. Under these circumstances, the United States
seeks to encourage its allies and partners in both regions to increase their defense
spending in order to bear a greater share of the burden for their own security. The
United States has also encouraged its NATO allies to increase their focus on the
strategic challenges that China poses. As security competition intensifies in both
Europe and Asia, the US ability to offer reliable extended nuclear deterrence to
allies in both regions remains crucial. As Névine Schepers discusses in her chap-
ter, the credibility of the US nuclear umbrella in both regions is interconnected.
In both regions, allies judge the credibility of US extended nuclear deterrence
based at least partly on their perception of its credibility in the other region.

As new diplomatic alignments take shape, featuring new forms of cooperation
among the United States and its allies in both Europe and Asia, other countries
must decide how to position themselves. India is perhaps the most interesting
example, as Boas Lieberherr explores in his chapter. Since the end of the Cold
War, India has pursued a foreign policy of strategic autonomy. In a continuation
of longstanding ties, India has maintained close relations with Russia, which
has been a valuable source of weapons for the Indian military. India has also
participated in international institutions such as the BRICS (Brazil, Russia, In-
dia, China, and South Africa) grouping, reflecting the desire that it shares with
China and Russia to increase the non-Western world’s weight in the interna-
tional system. In recent years, however, rising tensions with China have caused
India to seek closer cooperation with the United States and other democracies,
including in the framework of the Quadrilateral Security Dialogue, or Quad,
which also includes Japan and Australia. As international diplomatic alignments
harden, India faces significant challenges in charting its strategic course.

These strategic trends, featuring a changing world order and the formation of
new alignments, are the subject of the four chapters in this volume.



INTRODUCTION

In the first chapter, Brian G. Carlson discusses the challenges to world order
that China and Russia pose, both separately and through their partnership. He
also analyzes the prospects for a revived liberal international order, including its
usefulness in meeting the challenge from China and Russia.

In the second chapter, Sophie-Charlotte Fischer analyzes the US quest to deny
China access to critical technology and know-how through allied export con-
trols. Using the recently imposed US export controls on China’s semiconductor
sector as an example, she highlights the challenges Washington faces in gaining
the support of its allies for the sweeping restrictions.

In the third chapter, Névine Schepers discusses how a worsening global security
environment and rising nuclear threats have brought to the forefront the crucial
role played by US alliance networks in both Europe and Asia, the extended de-
terrence arrangements on which they rely — including their nuclear components
— and the increasing interconnectedness between both regions.

In the fourth chapter, Boas Lieberherr analyzes India’s foreign policy and argues
that New Delhi seeks to avoid overdependence on any country while leveraging
diverse partnerships in a quest for security and status as an emerging major pow-
er. He highlights three major trends: India’s primary goal — and constraint — of
economic development, a more complicated strategic environment due to the
rise of China, and closer alignment with the US and its allies.






CHAPTER 1

China, Russia, and the Future
of World Order

Brian G. Carlson

China and Russia pose illiberal challenges to world order, most visibly at
present in Russia’s aggression against Ukraine and in the threat that China
poses to Taiwan. Shared views on world order, particularly the desire to
reduce US power and to resist universal claims for democracy and human
rights, are an important driver of the China-Russia partnership. Despite
recent setbacks, the concept of a liberal international order remains valuable
in addressing the challenges that China and Russia pose.

Russia’s President Vladimir Putin holds talks with China’s President Xi Jinping via a video link from
Moscow, Russia, December 30, 2022. Sputnik / Mikhail Kuravlev / Kremlin via REUTERS
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Manifestations of intensifying great-
power rivalry, most notably Russia’s
war in Ukraine and China’s increasing-
ly menacing posture toward Taiwan,
raise profound questions about the fu-
ture of world order. Russia’s invasion
of Ukraine clearly violated the UN
Charter, its attacks on civilian targets
breached the laws of war, and its ag-
gression and nuclear threats imperiled
European and international security.
Meanwhile, the increasing scope and
tempo of China’s military exercises,
missile launches, and military aircraft
flights in the waters and airspace sur-
rounding Taiwan heightened concerns
about a possible invasion in the com-
ing years. In both Ukraine and Tai-
wan, the aspirations of people wishing
to live in free and democratic societies
are under threat.

Beyond their separate actions, Chi-
na and Russia continue to tout their
partnership. The joint statement that
Chinese President Xi Jinping and Rus-
sian President Vladimir Putin issued in
February 2022, less than three weeks
before Russia’s invasion of Ukraine,
not only declared that the two coun-
tries enjoyed a friendship with “no
limits,” but also outlined many of
their shared views on world order. In
practice, limits to the relationship are
apparent. Throughout Russias war
in Ukraine, China has maintained
a stance of pro-Russian neutrality,
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offering rhetorical support and a boost
to Russia’s finances through increased
energy purchases while refraining, at
least as of this writing, from providing
Russia with weapons or helping it to
evade sanctions. As Xi and Putin re-
affirmed during a video conference in
late December 2022, China and Rus-
sia remain committed to their part-
nership. In February 2023, the United
States claimed that it had intelligence
suggesting that China was consider-
ing whether to provide Russia with
weapons. Despite China’s relatively
restrained support for Russia to date,
Xi might regard the war in Ukraine as
“the opening salvo in a broad East-ver-
sus-West confrontation for control of

the international system.”!

These events underscored growing
concerns about illiberal challeng-
es to world order. In the framing of
US President Joe Biden’s adminis-
tration, the future of world order is
the subject of an intensifying struggle
between democracies and autocra-
cies. The administration’s National
Security Strategy, which was released
in October 2022, declares that the
most pressing challenge to US for-
eign policy comes from “powers that
layer authoritarian governance with
a revisionist foreign policy.” In this
document’s telling, both Russia and
China challenge international peace
and stability, including by “exporting
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Actions and Statements by China and Russia Pertaining to World Order

r Russian Federation is formed following breakup of Soviet Union
| 1991 @China establishes diplomatic relations with Russian Federation

Establishment of “strategic partnership”

- Joint Declaration on a Multipolar World and the Establishment of a New
International Order

L3236 Formation of Shanghai Cooperation Organization

| 1997 Treaty of Good-Neighborliness, Friendship, and Cooperation
Russia denounces Orange Revolution in Ukraine
Joint Declaration on World Order in the 21st Century

Russian President Vladimir Putin denounces US dominance of international
system during speech at Munich Security Conference

Russia-Georgia war

First formal summit of BRIC (Brazil, Russia, India, China). South Africa joins in
2010, forming BRICS.

Putin returns to Russian presidency
XiJinping becomes general secretary of the Chinese Communist Party

Xi declares formation of Silk Road Economic Belt (SREB) and Maritime Silk Road
(MSR), two components of eventual Belt and Road Initiative (BRI)

Russia annexes Crimea, begins support for insurgency in eastern Ukraine
Russia, Belarus, and Kazakhstan sign treaty to form Eurasian Economic Union (EEU)
China announces creation of Asian Infrastructure Investment Bank (AlIB)

| 2012

| 2013

N =—==t=

| 2014

2015 @ China and Russia agree to link SREB and EEU

- Xi declares China’s goal to become “a global leader in terms of composite national
2017 /strength and international influence” by 2050

r Joint statement proclaims relationship of “comprehensive partnership and
| 2019 '/strategic interaction entering a new era”

Joint statement on International Relations Entering a New Era and Global
Sustainable Development declares that China-Russia friendship has “no limits”
‘\and “no forbidden zones of cooperation” (February 4)

Russia invades Ukraine (February 24)

N

| 2022

Sources: Author’s compilations
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an illiberal model of international or-
der,” though the nature of their respec-
tive challenges differs in important
respects. “Russia poses an immediate
threat to the free and open interna-
tional system, recklessly flouting the
basic laws of the international order
today, as its brutal war of aggression
against Ukraine has shown,” the docu-
ment states. China, by contrast, “is the
only competitor with both the intent
to reshape the international order and,
increasingly, the economic, diplomat-
ic, military, and technological power

to advance that objective.”?

Among liberal democracies, discus-
sions of world order often focus on the
concept of a liberal international order.
This concept, like the closely related
notion of a rules-based international
order, remains contested in both con-
ceptual and policy terms. In general,
however, a liberal international order
refers to an order in which the partic-
ipating states interact on the basis of
mutually agreed rules, cooperate in
multilateral institutions to solve com-
mon problems, engage in open eco-
nomic exchange, and value democra-
cy and human rights. The notion of a
liberal international order has suffered
setbacks in recent years, largely as a re-
sult of developments within the liberal
democracies themselves. These include
domestic political tensions surrounding
contentious issues such as immigration,
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national identity, social values, and the
economic dislocations resulting from
free trade. The liberal democracies
must address these issues if they are to
rebuild the domestic consensus for a
liberal international order.?

This chapter, however, focuses on
the challenges that China and Russia
pose to world order. The momentous
events of the past year suggest that the
struggle over world order is likely to
intensify. The course of this struggle
will affect the prospects for multilat-
eralism in the years ahead. It therefore
has important implications for the
United Nations, including its Gene-
va-based institutions, and for Switzer-
land, which holds a non-permanent
seat on the UN Security Council in
2023-2024. The following sections
examine the concept of a liberal inter-
national order and the challenges that
it faces, the respective views of world
order held by China and Russia, the
two countries cooperation on issues
of world order, and possible long-
term sources of divergence in their
views. The concluding section exam-
ines future scenarios for the world or-
der and possible objectives for West-
ern policymakers to pursue.

The Problem of World Order

As Henry Kissinger writes, no truly
global “world order” has ever exist-
ed. The contemporary international
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system is based on Westphalian prin-
ciples, so named for the Treaty of
Westphalia, which was the product
of negotiations in the German region
of this name to end the Thirty Years
War (1618-1648). Under this treaty,
independent states enjoyed sovereign-
ty over the territory under their con-
trol and refrained from interference in
the domestic affairs of the other states.
Westphalian
spread around the world, largely as a

principles  eventually
result of European imperialism, cre-
ating the modern system of sovereign
states. As Kissinger writes, these prin-
ciples now constitute “the sole gener-
ally recognized basis of what exists of
a world order” even as they have no
natural defender and “are being chal-
lenged on all sides.”

After the end of World War II, the
United States exercised leadership in
creating the institutions that form the
basis of today’s world order. Follow-
ing the adoption of the UN Charter
in 1945, the United Nations began
operations as an intergovernmental
organization with worldwide mem-
bership aiming to uphold interna-
tional security and international law.
As permanent members of the UN
Security Council, the United States,
Britain, France, the Soviet Union, and
China held veto power over the coun-
cil’s resolutions. Chiang Kai-shek’s
Nationalists held China’s seat on the

council until 1971, when the People’s
Republic of China (PRC) claimed it.
Following the breakup of the Soviet
Union in 1991, the newly established
Russian Federation inherited the So-
viet seat on the council. The UN em-
bodies Westphalian principles of state
sovereignty and non-aggression.

In addition to the UN system, the
United States also led the creation of
an order with more limited member-
ship that was designed for Cold War
security competition with the Soviet
Union. This was a partial or bound-
ed order, rather than a global order,
with Western liberal democracies and
other US allies as its core. In the se-
curity sphere, this order included the
North Atlantic Treaty Organization
(NATO) and US alliances in Asia.
In the economic realm, it consisted
of the Bretton Woods institutions,
namely the International Monetary
Fund (IMF) and the World Bank, as
well as the General Agreement on Tar-
iffs and Trade (GATT), the precursor
to today’s World Trade Organization
(WTO). The organizing principles of
this order thus included open trade,
cooperative security, multilateralism,
democratic solidarity, and US leader-
ship.> The Soviet Union led its own
competing order, consisting of insti-
tutions such as the Warsaw Pact and

the Council for Mutual Economic As-
sistance (COMECON). Compared
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to the US-led system, the Soviet bloc
was weakly institutionalized and over-
whelmingly characterized by top-
down control from Moscow.

The end of the Cold War led to a wide-
spread belief in the triumph of liberal
democracy and capitalism. The United
States and its allies embarked upon ef-
forts to spread these ideas worldwide,
as well as to expand the international
institutions that originally developed
inside the US-led Cold War bloc. In
the security realm, NATO expanded
to include several new member-states
in Central and Eastern Europe. In the
economic arena, ambitions to expand
the liberal international order were
global in scope. These efforts large-
ly focused on integrating China and
post-Soviet Russia into this order. The
United States pursued a policy of en-
gagement with China that eventually
led to its WTO membership in 2001.
The G-7 group of advanced democrat-
ic capitalist countries welcomed Rus-
sia into its ranks, making it the G-8,
and Russian membership in the WTO
eventually followed in 2012.

These efforts failed to fulfill the expec-
tation of the 1990s, however. Start-
ing in that decade, relations between
Russia and the West deteriorated over
issues such as NATO expansion, Rus-
sias wars in Chechnya, the failure
of Russian democracy, and Russian
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opposition to “color revolutions” on
its doorstep. Meanwhile, engagement
with China failed to promote domes-
tic political change in that country,
while China’s increasingly assertive
international behavior, starting after
the 2008 financial crisis and gaining
momentum after Xi came to power in
2012, belied hopes that China would
eschew revisionist aims and support
the international status quo. As these
events unfolded, China and Russia
steadily increased their own bilateral
cooperation in diplomatic and secu-
rity affairs. These developments led
to concerns that China and Russia,
through their authoritarian domestic
regimes and assertive foreign policies,
would threaten the preservation and
strengthening of a liberal internation-
al order.

The idea of a liberal international or-
der can refer either to an order that
has liberal characteristics or to one
based on cooperation among liberal
democracies.® The liberal characteris-
tics of an order reflect at least three
important principles. The first, based
on liberal institutionalism, is that the
creation of a web of international in-
stitutions allows countries to solve
problems cooperatively on the basis
of multilateralism in an open, rules-
based, and peaceful international
order. The second, based on inter-
dependence theory, is that steadily
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expanding economic interdependence
among nations not only promotes
prosperity, but also serves as a force
for peace. The third, based on demo-
cratic peace theory, is that democracies
do not fight wars against each other.
Therefore, efforts should be made to
spread democracy around the world.
Closely associated with this belief is
the desire to promote human rights, at
times through humanitarian interven-
tions that run counter to Westphalian
principles.

Efforts during the post-Cold War era
to establish a liberal international or-
der of global scope, based on the above
principles, have largely failed.” Coop-
eration among liberal democracies,
therefore, is now the most promising
arena for the preservation and flour-
ishing of a liberal international order.
When efforts to expand the geograph-
ic scope of the liberal order stall, as
appears to be the case at present, then
the essential remaining objective is to
ensure a favorable international envi-
ronment for the survival of liberal de-
mocracy in the states where it already
exists. In Woodrow Wilson’s phrase,
the goal is to build “a world safe for
democracy.”

In recent years, efforts to strength-
en a liberal international order have
encountered clear setbacks. In addi-
tion to the problems within liberal

democracies themselves, foreign mil-
itary interventions that aimed at na-
tion-building and democracy promo-
tion ended in failure, as in Iraq and
Afghanistan, leaving US and Europe-
an publics disillusioned with such en-
terprises. Efforts to build an expansive
liberal international order also pro-
voked opposition abroad, especially
from illiberal states such as China and
Russia. As the Biden administration’s
National = Security Strategy noted,
China and Russia challenge the world
order in differing ways, as befits differ-
ences in their status and roles. In the
words of a recent RAND study, China
is “a peer, not a rogue,” while Russia
is “a rogue, not a peer.”® Russia has
mounted a great-power resurgence in
recent years, allowing it to act as a dis-
ruptive force in the international sys-
tem, but it has suffered damage from
the war in Ukraine and faces uncer-
tain long-term prospects. China, as an
emerging superpower and competitor
to the United States, has the potential
to challenge the existing world order
in fundamental ways.

China’s Challenge to World Order

Opver the past few decades, China has
gradually deepened its integration
into the international system. Follow-
ing the death of Mao Zedong and the
beginning of “reform and opening’
under Deng Xiaoping, China joined
institutions.

several international
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These included arms control insti-
tutions, such as the Conference on
Disarmament and the Comprehen-
sive Test Ban Treaty Organization, as
well as regional organizations such as
the ASEAN Regional Forum.” After
the end of the Cold War, the United
States encouraged China’s further in-
tegration into the global economy and
international institutions, a process
that culminated in China’s WTO ac-
cession. This US policy of engagement
aimed to encourage both domestic re-
form in China and cooperative behav-
ior in China’s foreign policy. In 2005,
Robert Zoellick, who was then US
deputy secretary of state, encouraged
China to become a “responsible stake-

holder” in the international system.'®

At present, China’s support for the
existing international order varies by
issue. For example, China strongly
supports the UN system, offers mod-
erate support for the international
trade order as embodied in the WTO,
and strongly opposes universal claims
for democracy and human rights.!!
China supports Westphalian aspects
of the international order, including
state sovereignty and non-interference
in the domestic affairs of states, which
have been pillars of its foreign policy
dating back to the Principles of Peace-
ful Coexistence of 1954. China’s sup-
port for liberal elements of the order,
however, is mixed at best. In addition
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to its clear opposition to an interna-
tional order based on liberal political
values, China’s support for a liberal
economic order is subject to import-
ant constraints. As befits a country
that has reaped immense gains from
globalization, China generally sup-
ports an open world economy. How-
ever, China’s own mercantilist practic-
es, including the party-state’s strong
role in the economy and restrictions
on foreign access to China’s domestic
markets, are in conflict with the prin-
ciples of market economics and fair
competition that underpin the world
economic order.'?

In recent years, the failure of the US
engagement policy toward China has
become increasingly clear.!’ Contrary
to hopes that engagement would lead
to domestic reform in China, Xi has
further curtailed domestic political
rights and strengthened the state’s role
in the economy. He has also pursued
an increasingly assertive foreign policy,
confounding hopes that China would
become a responsible stakeholder in
the international system. These trends
have important implications for world
order, raising concerns that China
could seek to create a world that is
“safe for autocracy.”'* Despite Chi-
na’s participation in the international
system and adherence to many of its
principles, Chinese leaders remain
acutely aware that they had no part
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in making the rules of this system. As
Kissinger notes, they have long expect-
ed the international system to adapt in
ways that grant them a greater say over
rule-making, even to the extent of re-
vising some of the existing rules. Soon-
er or later, Kissinger predicts, they are

sure to act on this expectation.!®

Such efforts already appear to be in
their early stages and are visible in
several dimensions. China has already
created or participated in the forma-
tion of several new multilateral insti-
tutions of which the United States is
not a member, including the Shanghai
Cooperation Organization (SCO),
the BRICS (Brazil, Russia, India,
China, South Africa) grouping, the
Belt and Road Initiative (BRI), the
Silk Road Fund, the New Develop-
ment Bank, the Asian Infrastructure
Investment Bank (AIIB), and the
Regional Comprehensive Economic
Partnership (RCEP). China has also
become increasingly active in existing
international institutions, aiming to
reshape them from within. For exam-
ple, China has sought to strengthen its
influence in international economic
institutions, as well as to revise human
rights norms in ways that conform
more closely to China’s preferences.

China appears determined to estab-
lish its own sphere of influence in
East Asia. In this vision, China would

regain the historical position that it
held for centuries at the top of a re-
gional hierarchy, with other Asian
countries showing deference to Chi-
na’s leadership.!® China would also
break the US alliance network in Asia
and limit US presence and influence
in the region. China’s ambitions may
be far more expansive than this, how-
ever.'” In his speech to the 19th Na-
tional Congress of the Chinese Com-
munist Party (CCP) in 2017, Xi said
that China had entered a “new era” in
which it should “take center stage in
the world.” At the 20th Party Con-
gress in October 2022, during which
Xi secured a third term as general sec-
retary, he declared that “the world is
undergoing profound changes unseen
in a century, but time and situation
are in our favor.”

Along with the “China Dream” of the
“great rejuvenation of the Chinese
nation,” Xi has proposed the creation
of a “community of common des-
tiny for all mankind.” This concept,
which is closely linked with the BRI
and with China’s efforts to build in-
fluence in the Global South, remains
opaque. However, it suggests that
China might aim not only to build a
sphere of influence in Asia, but also
to create a Sinocentric world order in
which China plays the leading role
in shaping global rules and norms.'®
In this view, China’s aim would not
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be to rule the entire world, but to es-
tablish itself as the world’s dominant
power by assuming the leadership of
a diverse grouping of states, consisting
largely of non-democratic developing
countries from the Global South, that
it can attract into its orbit."” The deal
that China brokered in March 2023 to
restore diplomatic relations between
Iran and Saudi Arabia, which could
greatly enhance China’s stature in the
Middle East, is consistent with this
approach.”

Regime security, which requires pre-
serving the CCP’s hold on power
against threats both domestic and for-
eign, lies at the heart of Xi’s conception
of world order. In 2013, consistent
with longstanding CCP concerns, Xi
issued Directive No. 9, which declared
that liberal democracy was a foreign
idea that threatened China’s domestic
security. The following year, Xi intro-
duced the Overall National Security
Outlook (ONSQO), which established
a broad framework for responding to
both traditional and emerging secu-
rity threats. As the implementation
of the ONSO has made clear, the
understanding of national security
contained in this document focuses
overwhelmingly on political securi-
ty, namely the preservation of CCP
rule.?! In the years following its intro-
duction, Xi applied this framework to
domestic security as he cracked down
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on internal dissent, established a net-
work of detention centers in Xinji-
ang, and eroded Hong Kong’s dem-
ocratic freedoms. His announcement
of the Global Security Initiative (GSI)
in April 2022 signaled the application
of this framework to foreign policy,
including efforts to shape the world
order to China’s advantage.?

In its efforts to reshape the world or-
der, China increasingly seeks to weak-
en the influence of liberal democracies
in international institutions. Some of
its actions suggest the further aim of
subverting fundamental elements of
the international system. These in-
clude China’s maritime claims in the
South China Sea and other bodies of
water. China dismissed the July 2016
ruling by the International Court of
Arbitration in The Hague that reject-
ed its sweeping claims to control over
the South China Sea, arguing that
the court lacked jurisdiction in the
matter. Recently, China has claimed
the Taiwan Strait as its own territori-
al waters. Such claims pose potential

threats to freedom of navigation.”?

China also resists the application of
international human rights norms,
as embodied in the 1948 Universal
Declaration of Human Rights. The
Republic of China participated in the
negotiation of this document, which
occurred prior to the communist
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victory in the Chinese civil war, but the
CCP was absent. China has resisted ef-
forts by the UN Human Rights Coun-
cil (UNHRC) to condemn China’s
treatment of the Uyghurs and other
ethnic-minority Muslims in Xinjiang.
It has rallied support for its position
in the UNHRC from many develop-
ing countries that have been the recip-
ients of Chinese aid and investment,
including several Muslim-majority
countries. After UN High Commis-
sioner for Human Rights Michelle
Bachelet issued a report in the summer
of 2022 that sharply criticized China’s
human rights abuses in Xinjiang, Chi-
na suspended its cooperation with the
High Commissioner’s office. In the
technology sphere, China’s efforts to
set global standards in areas such as
5G, Internet governance, Artificial In-
telligence (AI), biotechnology, and the
Internet of things could help to wire
the world in ways that benefit its own

authoritarian system.?*

China’s efforts to reshape the world
order are in their formative stages. Xi
and other Chinese leaders most like-
ly have not reached firm conclusions
about their ultimate vision. Their
intention to erode the international
system’s emphasis on liberal political
values, however, seems clear. A careful
reading of Xi’s writings and speeches
to party cadres, moreover, reveals his
sincere belief in Marxist ideology and

in socialism with Chinese character-
istics. The US-China rivalry and the
associated struggle over world order,
therefore, are likely to feature an ideo-
logical struggle between democratic
capitalism and socialism. Moreover,
by some indications, Xi may view
Westphalian principles as a foreign
concept that should eventually be re-
placed. Such ideological factors could
feature prominently in China’s efforts
to build a world order that is condu-
cive to the flourishing of its one-party,

authoritarian system.”

Russia’s Challenge to World Order

In the early years following the col-
lapse of the Soviet Union, the United
States worked with Russian President
Boris Yeltsin’s administration in an ef-
fort to integrate Russia into the West.
This effort lost momentum amid the
failure of political and economic re-
forms in Russia and rising US-Rus-
sia tensions over NATO expansion
and other issues. The appointment of
Yevgeny Primakov as foreign minis-
ter in 1996 signaled the shift from a
pro-Western to a Eurasianist foreign
policy. Putin made renewed efforts to
improve relations with the West early
in his presidency, especially following
the 2001 terrorist attacks in New York
and Washington. Eventually, he grew
disillusioned and angry with what he
viewed as the West’s refusal to respect
Russia’s interests as a great power. In
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response, he sought to establish Rus-
sia as an independent great power in a
multipolar world.

Putin viewed the post-Cold War in-
ternational system as a unipolar order
that left the United States largely free,
at least for a time, to pursue uncon-
strained hegemony. The concept of a
liberal international order was, in Pu-
tin’s view, merely a means by which the
United States pursued its hegemonic
ambitions. Democracy promotion and
human rights advocacy, including the
doctrine of humanitarian intervention
and support for democratic color rev-
olutions, were simply part of efforts
by the United States to bring more
countries into its orbit and to domi-
nate the world.?® Putin expressed these
views forcefully during his speech at
the Munich Security Conference in
2007, accusing the United States of
engaging in “an almost uncontained
hyper use of force—military force—
in international relations” and having
“overstepped its national borders in
every way.” In this speech, as on many
other occasions, Putin argued that a
unipolar order was unsustainable and
that multipolarity was in the process

of formation.?”

Putin and other top Russian officials,
including Foreign Minister Sergei Lav-
rov, have argued repeatedly in favor of
adherence to international law, based

22

STRATEGIC TRENDS 2023

strictly on the UN Charter and Secu-
rity Council resolutions, and against
conceptions of a liberal or rules-based
international order. They frequent-
ly mention the cases of Iraq, Koso-
vo, and Libya as examples in which
the United States and other Western
democracies ignored international
law. The NATO bombing campaign
against Serbia in 1999 and the US-led
war in Iraq in 2003 both proceeded
without Security Council approval.
Russia declared that international rec-
ognition of Kosovo’s independence
in 2008 had no basis in international
law. After abstaining from a UN Se-
curity Council resolution to establish
a no-fly zone in Libya, Russia accused
Western countries of overstepping the
resolution’s mandate by supporting
the successful effort to topple Mua-
mmar Gaddaft’s government. Russian
leaders cited such cases to justify their
own aggression against Georgia and
Ukraine. Despite its frequent expres-
sions of support for UN principles of
state sovereignty and territorial in-
tegrity, in practice Russia views true
sovereignty as the prerogative of great
powers. The sovereignty of less pow-
erful countries that depend on great
powers for their security, in the Rus-
sian view, is subject to constraints.?®

As with China, Russia supports some
aspects of the existing world or-
der. Russia generally supports those
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elements of the order that it perceives
as beneficial to its interests and oppos-
es those that threaten to undermine
them. Russia strongly supports the
UN system, which grants it a veto in
the Security Council. Russia fiercely
opposed NATO expansion, arguing
that the Organization for Security
and Cooperation in Europe (OSCE),
of which Russia is a member, would
have been the proper multilateral for-
mat for addressing European security.
In the field of arms control, Russia
supports those elements that serve its
interests, such as the nuclear nonpro-
liferation regime and, until recently,
the New START Treaty, but opposes
other aspects that it perceives as disad-
vantageous, as in its withdrawal from
the Conventional Forces in Europe
(CFE) Treaty, its violation of the Inter-
mediate-Range Nuclear Forces (INF)
Treaty, and its decision in February
2023 to suspend participation in New
START. Like China, Russia opposes
universal claims for democracy and
human rights, including the doctrine
of humanitarian intervention and col-
or revolutions, and supports strong
state control over the flow of informa-
tion on the Internet.?” Putin not only
opposes efforts to expand liberal val-
ues around the world, but also claims
that this effort has run its course. In
2019, he declared that “the liberal idea
has become obsolete” because it had

“outlived its purpose.”®

Disillusioned with the notions of
world order that the United States
and other Western liberal democracies
advance, Russia has responded in sev-
eral ways. In its relations with liberal
democracies, it has aimed to disrupt
their preferred conceptions of world
order. One of the major motivations
behind Russia’s war against Georgia
in 2008, its annexation of Crimea in
2014, its support for insurgents in the
Donbas starting that same year, and
its full-scale invasion of Ukraine in
2022 was to halt further integration
of post-Soviet countries into NATO,
the EU, and other Western institu-
tions. In an effort to establish itself as
an independent great power, Russia
also led processes of Eurasian integra-
tion. These included the formation
and development of the Eurasian
Economic Union (EEU), as well as
efforts to bolster Russia’s security role
in post-Soviet territories through the
Collective Security Treaty Organi-
zation (CSTO). Finally, in an effort
to increase its leverage in the interna-
tional system, Russia also strength-
ened its partnership with China and
other BRICS
leaders recognized that the reorien-

countries. Russian
tation of their foreign policy to the
south and east came with the risk of
increased dependence on China, but
they believed that the West’s unwill-
ingness to respect their interests left
them with no other choice.’!
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China-Russia Cooperation on
World Order

Throughout the post-Cold War era, as
China and Russia have drawn steadily
closer in their relations, shared views
on a range of issues pertaining to
world order have been a major driver
of the relationship. This convergence
of views has been apparent in the UN
Security Council, where China and
Russia have cooperated closely. On all
14 occasions since 2007 in which Chi-
na has exercised its veto power in the
Security Council, Russia has joined
China in casting its own veto.

The similarity in the national iden-
tities of China and Russia, deriving
largely from the legacy of communism
in both countries and shared discom-
fort with a US-led order, has stimu-
lated increased bilateral cooperation.*
A shared opposition to liberal hege-
mony, or the promotion of univer-
sal claims for democracy and human
rights backed by preponderant US
power, played a particularly important
role in the deepening of China-Russia
cooperation. The leadership of both
countries viewed liberal hegemony as
a threat to their continued hold on
power.? Concerns about regime se-
curity, therefore, gave both countries
a powerful incentive to cooperate
with the other. In the case of Russia,
for example, the country’s economic
and social well-being arguably would
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have been better served by the pursuit
of integration with the West. Such a
course might have threatened Putin’s
autocratic regime, however. The ob-
jective of staying in power counseled
cooperation with China instead.**

In their joint statement of February
4, 2022, China and Russia laid out
their own vision of world order. The
joint statement reprised a litany of
complaints about the US-led order
that the two countries have made for
more than a quarter-century, while
also adding some new points. The
two countries declared their support
for an international law-based order
with a central and coordinating role
for the United Nations and the UN
Security Council. They called for an
international order based on multi-
polarity, respect for each state’s right
to choose its own development path,
and the protection of human rights in
accordance with the situation in each
country. They declared their oppo-
sition to unilateralism, the resort to
force, interference in other countries’
sovereign affairs, the promotion of
color revolutions, the use of democ-
racy and human rights to pressure
other countries, and the imposition
of economic sanctions. They also
expressed opposition to any further
expansion of NATO and to closed
bloc structures in the Asia-Pacific,
noting their particular concern about
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the US Indo-Pacific Strategy and the
Australia-US-UK (AUKUS) security
partnership.%

China and Russia have called for the
formation of a multipolar world regu-
larly since first expressing this idea in a
joint declaration in 1997. In contrast
to the international system of the im-
mediate post-Cold War period, which
they characterized as a unipolar order
that allowed the United States to prac-
tice “hegemonism,” a multipolar world
would bring democracy to the interna-
tional system in the sense of allowing
a wide variety of states to have a say in
the world order. In a multipolar world,
China and Russia contend, the major
powers could coexist peacefully on the
basis of mutual respect for civilization-
al differences and each state’s right to
choose its own political system and
development path. In a particularly
strained argument that appeared in the
February 4 statement, China and Rus-
sia assert that each state should be able
to decide for itself what constitutes a
democratic form of domestic gover-
nance. China and Russia also aim to
undermine the US dollar’s dominant
role in the international economy.

This expression of common views on
world order raises a number of prob-
lems, however. For all their talk of
state sovereignty, China and Russia
appear to believe that this prerogative
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applies only to great powers such
as themselves. Russia violated the
sovereignty of Georgia by invading
that country in 2008. It has violated
Ukraine’s sovereignty since annexing
Crimea in 2014 and initiating sup-
port for insurgents in the Donbas
starting that same year. Russia’s full-
scale invasion of Ukraine in 2022
was the most blatant example of its
rejection of Ukrainian sovereignty.
Initially, the invasion appeared to aim
at regime change in Kyiv or possibly
even the extinguishing of Ukrainian
statehood. In September 2022, Pu-
tin declared the annexation of four
Ukrainian provinces. Although Rus-
sian forces were not fully in control
of any of them, it remained unclear,
at the time of writing, how much of
its territory Ukraine would be able to
regain, either through fighting or ne-
gotiations. The Baltic countries and
other NATO member states in Cen-
tral and Eastern Europe perceive an
ongoing security threat from Russia.

For its part, China’s apparent desire to
stand at the top of a hierarchical order
in East Asia could lead to the curtail-
ment of other Asian states” sovereignty.
China’s behavior in its South China Sea
disputes with neighboring countries
exemplifies this tendency. A famous
outburst at an ASEAN summit in
2010 by Yang Jiechi, who until recent-
ly served as China’s top foreign policy
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official, was illustrative. In response to
criticism of Chinas South China Sea
policies by US Secretary of State Hil-
lary Clinton, Yang snapped at the as-
sembled representatives of Southeast
Asian countries: “China is a big coun-
try and you are small countries and that
is a fact.” As mentioned above, Xi may
believe that the Westphalian system
should eventually be replaced. In Asia,
this could indicate his preference for
China to stand at the head of a regional
hierarchy, in a new order reminiscent
of the historical Chinese conception of
tian xia (“all under heaven”).

Advocacy by China and Russia of in-
ternational law and the central role
of the UN also rings hollow in many
cases. Russia’s invasion of Ukraine is
a blatant violation of the UN Char-
ter’s prohibition on interstate aggres-
sion. Its conduct of the war, includ-
ing atrocities committed by Russian
soldiers and intentional assaults on
civilian populations, violates the laws
of war. Despite its professed commit-
ment to the principles of state sover-
eignty and territorial integrity, China
has abstained from resolutions in the
UN Security Council and General As-
sembly to condemn Russia’s aggression
against Ukraine and annexation of its
territory. China has also at times ig-
nored international law and breached
treaty agreements, as in its rejection of
the international court ruling against

its claims in the South China Sea and
in its violation of the 1984 Sino-Brit-
ish Joint Declaration governing Hong
Kong’s return to China in 1997.

China and Russia pose a special chal-
lenge to the cause of international
human rights. The two countries
have maintained a “tactical alliance”
to shield themselves from criticism
in the UN, including Geneva-based
bodies such as the UN Human Rights
Council** Following the revelation
of atrocities by Russian soldiers in
the Ukrainian city of Bucha, Rus-
sia was expelled from the UNHRC.
China continues to engage actively
in this body, where it seeks to shield
itself from criticism of its human
rights record, particularly in Xinji-
ang, where it has reportedly placed
1 million or more Uyghurs and other
ethnic-minority Muslims in intern-
ment camps. Chinas aim is not to
overturn the Universal Declaration of
Human Rights, but rather to change
international human rights norms
by achieving outcomes in the UN
General Assembly and the UNHRC
that support its positions. Russia, by
contrast, invests much less energy in
such efforts and appears to be much
less concerned than China when it
becomes the target of such votes.”’

From the standpoint of liberal de-
mocracies, one danger is that China
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and Russia could extend their efforts
beyond defensive actions against the
spread of liberal democracy and take
more assertive action that could make
the world unsafe for democracy. The
future of liberal democracy in both
Ukraine and Taiwan is under threat.
China and Russia provide support to
North Korea, Iran, and other autocrat-
ic countries that threaten the peace of
their regions. Russia has interfered in
liberal democracies for many years, and
China could become more active in this
area, possibly with Russia’s support.

Potential China-Russia Divergence
on World Order

Despite the congruence between Chi-
nese and Russian views of world order,
as well as their growing cooperation
on these issues, differences also exist
between the two countries that could
become increasingly apparent over
time. The close relationship that the
two countries enjoy at present is likely
to last for at least as long as Putin and
Xi remain in power, and perhaps for
much longer. Over time, however, a
divergence of views on such issues as
multipolarity and spheres of influence
could cause the relationship to fray.?®

As mentioned above, China and Rus-
sia have consistently expressed a desire
for multipolarity over the past quar-
ter-century. Russia’s desire for multi-
polarity seems genuine. Its main goal
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is to establish itself as an independent
great power. As a former superpower
with no realistic chance of regaining
this status, Russia’s only hope is to re-
establish itself as a great power in a
multipolar world. Russia joins China
in opposing a US-led unipolar world.
It also expressed discomfort with the
idea, floated in the aftermath of the
2008 financial crisis, of a G-2 world
in which the United States and Chi-
na, as the world’s two dominant pow-
ers, would play a leading role in the
management of world affairs. Russia
cannot establish itself as a major pow-
er in either a US-led unipolar world
or in a bipolar world defined by the
US-China rivalry. It can only do so in
a multipolar world.

Despite China’s frequent expressions
of support for multipolarity, it re-
mains unclear whether this is really
China’s vision for the long term. At
present, China supports the concept
of multipolarity because the existence
of other powerful countries that op-
pose the United States, especially
Russia, helps to relieve some of the
pressure on China. If the world were
to transition rapidly into US-China
bipolarity, with Russia either unwill-
ing or unable to provide meaningful
support to China, then China might
find itself standing alone in the face
of pressure from the United States
and its network of allies and partners
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China-Russia Relations and World Order

Near-term convergence, possible long-term divergence
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around the world. A bipolar world  before this situation arises.”” In the
in which Russia plays only a minor long run, China may aim for the cre-
role could eventually take shape, but  ation of a Sinocentric world. Such an
China wants more time to build up  outcome would not be advantageous
its comprehensive national power for Russia, which could then face an
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overwhelming threat from its giant
neighbor to the east. In such a situa-
tion, China would be in a position to
make onerous demands on Russia or
to encroach upon its interests.

For example, the growing power im-
balance in China’s favor could lead to a
divergence on the issue of spheres of in-
fluence. The close relationship that Chi-
na and Russia enjoy at present allows
them to pursue spheres of influence in
the regions closest to their main popu-
lation centers. For Russia, this is in the
post-Soviet regions. For China, this is
in the maritime Asia-Pacific. Eventual-
ly, however, expanding Chinese spheres
of influence could encroach upon Rus-
sia’s interests. This could occur in such
regions as Central Asia, the Russian Far
East, and the Arctic.

In Central Asia, Russia already appears
to be losing influence. This trend has
accelerated as a result of the war in
Ukraine, which has weakened Russia,
distracted it from Central Asian secu-
rity affairs, aroused suspicions about
its intentions among countries in
the region, and caused Central Asian
countries to lose respect for Russia’s
military prowess. This situation is es-
pecially worrying for Russia because
its claim to a continuing major role in
the region depends upon its ability to
serve as the main security provider. As
Russia’s influence slips, China could
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fill the vacuum. China’s investments
in the region through the BRI have
already strengthened its regional in-
fluence. In September 2022, during
a trip to Central Asia, Xi declared
that China supported the sovereignty
and territorial integrity of Kazakhstan
and Kyrgyzstan. To many observers,
he appeared to be extending security
guarantees to these countries, which
seek to hedge against Russia’s long-

term intentions.

In Northeast Asia, an expanding Chi-
nese sphere of influence could threat-
en Russia’s position in its own eastern
regions, as well as in the Arctic. Over
time, Siberia and the Russian Far East
could become increasingly econom-
ically dependent on China, which
might covet these regions’ oil, gas,
timber, and other natural resourc-
es, as well as their agricultural land.
China’s growing interest and presence
in the Arctic could also threaten Rus-
sia’s claims in this region.41 As Russia
becomes increasingly dependent on
China in the wake of its disastrous
war in Ukraine, China could gain the
ability to pursue its interests assertive-
ly in these regions.

China’s apparent desire to build a
sphere of influence in Asia could also
conflict with Russia’s desire to main-
tain a diverse foreign policy in the re-
gion. China’s growing power in Asia
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could further reduce Russia’s region-
al influence, which is already greatly
diminished since Soviet times. Chi-
na could be in a position to demand
that Russia curtail its relations with
countries such as India and Vietnam.
Russia has longstanding ties to both,
but Chinas own relations with these
countries have grown increasingly
tense. China might demand that Rus-
sia stop selling weapons to them or, in
the event of a military conflict pitting
China against one of them, refrain
from providing any form of support
to China’s adversary. Russia and China
also disagree on whether India should
gain a permanent seat on the UN Se-
curity Council, with Russia in support
but China firmly opposed.

Despite these potential sources of
long-term divergence, China and Rus-
sia maintain a strong commitment to
their partnership that is likely to last
for the foreseeable future. Amid its
isolation from the West, Russia is in-
creasingly dependent on China’s sup-
port. For its part, China continues to
value its close relationship with Russia,
which it views as a valuable partner in
challenging the United States. There-
fore, China has a strong interest in
offering reassurance to Russia and in
refraining from making high-handed
demands that could jeopardize its sup-
port. If China were to abandon this
policy of restraint and reassurance,

then Russia might eventually adjust
its foreign policy in recognition of a
threat from its increasingly powerful
neighbor. For the foreseeable future,

should

assume that the China-Russia part-

however, Western leaders
nership will remain close, with all of
the attendant implications for world
order.

The Future of World Order

As a new world order takes shape fol-
lowing the “unipolar moment” of the
early post-Cold War era, three broad
possibilities present themselves. The
new world order could be fragment-
ed, diverse, or antagonistic.42 In a
fragmented world, no state would
have the capability or the will to man-
age the international agenda. Such a
situation could be better described
as world disorder than world order.
Some elements of fragmentation are
visible in the contemporary world,
but they would become much more
prominent if the United States were
to withdraw from the leadership that
it has exercised since World War II.
US leadership in the world, including
the provision of global public goods,
has played a crucial role in upholding
order.®® In the future, if the United
States were no longer willing or able
to exercise such leadership, then the
resulting vacuum would invite other
states, most likely China, to advance
their own visions of world order.
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A diverse world order would be simi-
lar to the multipolar world that China
and Russia profess to support. Such an
order would be based on Westphalian
principles. The leading states would re-
spect the diversity of civilizations and
political systems and agree not to inter-
fere in each other’s internal affairs or to
criticize other states’ domestic political
arrangements. If the United States were
to agree to the formation of such a sys-
tem, then it would accept the premise
that China’s rise threatens neither US
interests nor the world order, as long as
China abides by the rules of the order
and pursues its desired reforms peace-
fully. Likewise, the West would have
to make far-reaching efforts to accom-
modate Russia’s desire for great-power
status. China and Russia, for their part,
would also endeavor to maintain an
equal partnership despite the growing
power imbalance in China’s favor.

In practice, a diverse world order of
the kind that China and Russia pro-
pose would be extremely difficult to
implement. In such an order, the lib-
eral democracies would most likely
have to accept expansive Chinese and
Russian spheres of influence.** Such
an outcome would not only be anti-
thetical to the notion of a liberal order,
but would also pose security threats in
both Asia and Europe. Liberal democ-
racies cannot accommodate Russia’s
great-power aspirations if this means
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the persistence of Russian imperialis-
tic aims. Such concerns are even more
acute in relation to China. Although
Russia lacks the power to gain hege-
mony over Europe, China could even-
tually attain sufficient power to make
a bid for regional hegemony in Asia.
Such an effort would threaten the
traditional US aim of preventing any
other power from gaining hegemony
over one of the world’s major regions.
Moreover, in a deeply interconnected
world, different conceptions of or-
der will interact continuously.”> This
is likely to promote tension between
the competing views of order, rather
than respectful coexistence in sepa-
rate geographical spheres, as well as
intense competition to set the dom-
inant rules, norms, and standards of
the world order.

As the US-China rivalry intensifies,
security competition between the two
countries could overwhelm all efforts
to build a harmonious world order. Be-
cause states in the international system
can never fully trust each other’s inten-
tions, they must pay careful attention
to other states’ military capabilities. As
China’s military capabilities expand,
the United States will face strong in-
centives to strengthen its own military
forces and to expand security cooper-
ation with allies and partners. Such
efforts are already underway. They in-
clude growing cooperation among the
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members of the Quad (United States,
Japan, India, Australia), the AUKUS
security partnership, and increased US
efforts to enlist NATO in the compe-
tition with China. The United States
is modernizing its nuclear arsenal and
making advances in missile defense
and high-precision conventional weap-
ons. China, for its part, has embarked
upon a buildup of its own nuclear
arsenal with the aim of maintaining
the credibility of its nuclear deterrent.
China could further increase military
cooperation with Russia, including in
the area of nuclear deterrence. As se-
curity competition intensifies, mutual
distrust could grow, undermining any
potential efforts to establish a diverse
world order.

As the international political landscape
comes to be defined by the US-China
rivalry, the scope for democracy pro-
motion and humanitarian interven-
tion will shrink. This could reduce the
salience of liberal hegemony as an ir-
ritant in relations between the United
States and its allies and partners, on
the one hand, and China and Russia,
on the other. However, this tendency
has its limits. The United States and
other liberal democracies cannot, and
should not, compromise on the prin-
ciples of human rights as articulated
in the Universal Declaration of Hu-
man Rights and the established body

of human rights law. They must resist

efforts by China and Russia to weaken
human rights protections. They may
have limited scope to hold China and
Russia to these standards, but they
must neither refrain from telling the
truth about the human rights abuses
in Xinjiang and elsewhere, nor con-
done efforts by China and Russia to
dilute human rights standards in the
interests of international harmony.4

Ultimately, an antagonistic world or-
der might be the most likely outcome.
In this case, an East-West confron-
tation would arise, pitting the Unit-
ed States and its allies and partners
against China, with Russia as Beijing’s
most important partner. This situation
would be similar in some ways to the
US-Soviet Cold War, but also differ-
ent in important respects. As during
the original Cold War, each of the su-
perpowers would lead a bounded or-
der that is designed to facilitate securi-
ty competition with the other.” Once
again, the United States would lead a
bounded order consisting of its allies
and partners. This order would feature
many liberal elements, including mul-
tilateral institutions, economic inter-
dependence, and a membership con-
sisting primarily, though not entirely,
of liberal democracies. China would
lead its own bounded order consisting
of friendly countries including Russia
and perhaps a wide array of countries

from the Global South.
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As during the Cold War, a “thin” in-
ternational order would also exist to
facilitate cooperation on problems that
are common to humanity. During the
period of US-Soviet confrontation, the
two superpowers cooperated on arms
control, global public health, and oth-
er issues. The US-China rivalry is far
more complex than the US-Soviet ri-
valry was and would therefore require
more sophisticated forms of coopera-
tion in this thin international order.
Unlike during the Cold War, when
the competing blocs had only minimal
economic exchange, China’s economy
is tightly linked with those of the Unit-
ed States and its allies in both Asia and
Europe. Although some efforts at eco-
nomic decoupling are already appar-
ent, especially in the technology sector,
the level of economic interdependence
is likely to remain high. Therefore,
the regulation of economic relations
would be an important task for this
thin international order.*® Overall,
such an arrangement would need to
address issues such as arms control,
nuclear nonproliferation, terrorism,
climate change, global public health,
and financial stability. Intensifying
great-power rivalry, however, is likely
to make even such mutually beneficial
cooperation, including in the UN sys-
tem, exceedingly difficult to achieve.

The goal of a worldwide liberal inter-
national order is out of reach for the
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foreseeable future, but the United
States and other liberal democracies
still have good reason to maintain
their commitment to a liberal inter-
national order centered mostly on
cooperation among themselves. His-
torically, leadership of a liberal order
gave first Britain and later the Unit-
ed States a distinct advantage in the
face of repeated challenges, enabling
one or both of these countries to be
on the winning side of every major
war with international systemic con-
sequences dating back more than 300
years.* The period since World War
11, during which the United States has
led a liberal order, has been character-
ized by sustained economic growth,
the worldwide expansion of democ-
racy, and the absence of great-power
war. The United States and other lib-
eral democracies have benefited enor-
mously from this state of affairs.>

As during the Cold War, when the
imperatives of security competition
with the Soviet Union led the United
States to cooperate with various dic-
tatorships, security competition with
China is likely to require cooperation
with a variety of non-democracies,
including Vietnam and other Asian
countries. It will also require coop-
eration with India, a democracy that
nevertheless remains reluctant to em-
brace Western conceptions of a liberal
international order and has suffered
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some democratic backsliding domes-
tically, as Boas Lieberherr discusses in
his chapter in this volume. India and
a variety of other countries, both dem-
ocratic and non-democratic, are likely
to calibrate their cooperation with the
United States and its allies in propor-
tion to the security threat that they
perceive from China, while remain-
ing unenthusiastic about efforts to
promote a liberal international order,
as seen in their unwillingness to con-
demn Russia for its war in Ukraine or
to join sanctions against it. For these
reasons, among others, the Biden ad-
ministration’s conception of a struggle
between democracies and autocracies
is an inadequate framework for under-

standing the US-China rivalry.

Nevertheless, a liberal international
order will be an invaluable asset in the
coming security competition with Chi-
na. The United States and other sup-
porters of a liberal international order
will have to maintain focus and disci-
pline. They must curtail their ambitions
in some respects, most likely foregoing
humanitarian intervention and na-
tion-building efforts for the foreseeable
future.”! In promoting liberal democ-
racy, they should adhere to traditional
ideas of liberty based on natural rights,
rather than promoting particular views
on contemporary social issues that re-
main fiercely contested within liberal
democracies themselves.>?

With such considerations in mind,
the liberal democracies can strengthen
their position considerably through
cooperation among themselves. To-
gether, liberal democracies are respon-
sible for a clear majority of global
GDP and military spending.’® The
support that the United States and
its allies have mustered for Ukraine
in its efforts to resist Russian aggres-
sion is a demonstration of the power
of concerted action among the liberal
democracies.’* Liberal ideas offer the
best hope for economic dynamism,
which is essential both for improving
people’s lives within liberal democratic
societies and for building the material
power that is needed for security com-
petition. New bargains will need to be
struck on issues such as free trade and
immigration in order to rebuild polit-
ical support for such an order.

If this can be achieved, then a bound-
ed liberal order will play one addition-
al and crucial role in the competition
with China. It will set an example that
will appeal to people around the world.
In order to prevail in the contest for the
future of the world order, China and
Russia would have to offer a model that
is more appealing than what the liberal
democracies can offer. Based on pres-
ent indications, they appear to fall well
short.® China is attempting to offer
its own system, featuring authoritarian
political rule and state capitalism, as a
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model for the world. Whether or not
this will prove to be an appealing mod-
el in the long run remains to be seen.
The historical record, however, suggests
that liberal democracies have distinct
advantages over autocracies, both in
pursuing great-power competition and
in improving the lives of their own citi-
zens. If the liberal democracies can ade-
quately address the problems that have
arisen in the past few years, both within
their societies and within the broad-
er liberal order, then they still have a
good chance to showcase a model that
is superior to anything than China and
Russia can offer.

Charlotte Hirsbrunner, a summer 2022 intern in
the Global Security Team of the Think Tank at CSS,
provided research assistance for this chapter.
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CHAPTER 2

Silicon Curtain: America’s Quest for
Allied Export Controls against China

Sophie-Charlotte Fischer

Export controls are playing an increasingly important role in the US
government’s efforts to deny China access to critical technologies, and their
far-reaching effects have already begun to reshape the global technology
landscape. However, the Biden administration’s recently imposed export
controls on China’s semiconductor sector have highlighted the challenges
the US faces in securing the buy-in from allies that it needs to ensure their
long-term effectiveness. The episode has also underscored some critical
issues that allies have to confront in dealing with Washington as it pursues
its sharpened technological goals vis-a-vis Beijing.
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Technology has become a central
arena in the intensifying great-pow-
er competition between the United
States and China. As the power asym-
metry between the two countries nar-
rowed and mutual trust waned, Wash-
ington increasingly perceived Beijing’s
technological ambitions as a threat.
The US government is concerned that
China’s continued domestic advances
in areas such as Artificial Intelligence
(Al), combined with technology and
know-how acquired from abroad,
could erode its long-standing techno-
logical advantage and thereby under-
mine both US military and economic
competitiveness. In addition, Chinas
use and export of technology for pur-
poses such as surveillance have raised
concerns about systemic threats to
democratic values and human rights.

The return of great-power competi-
tion and its crystallization in the field
of technology have led to a renewed
focus in Washington on how to main-
tain US technological superiority.
Beyond the question of how the US
can strengthen its own capabilities to
remain competitive, the element of
denial has received increasing atten-
tion in both the administrations of
former President Donald Trump and
his successor Joe Biden. However, un-
der Biden, the US has shifted its aim
from simply keeping China a few gen-
erations behind to freezing its progress
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by denying Beijing access to certain
critical technologies and the related
know-how. Washington is turning to
an old instrument in its toolbox — ex-
port controls coordinated with allies
— to realize this objective.

The strategy of denying a great-power
competitor access to critical technol-
ogies with allied support played an
important role in America’s efforts to
contain the Soviet Union during the
Cold War. However, in contrast to
that era, the international technology
landscape is significantly more com-
plex today. Technology supply chains
are highly globalized, commercial
companies spearhead the develop-
ment of cutting-edge dual-use tech-
nologies, and the US can no longer
rely on overwhelming technological
In this
the success of US export controls

dominance. environment,
requires, more than ever, close co-
operation with technologically capa-
ble allies and partners. However, the
US government’s ability to secure the
full support of allies in Europe and
the Asia-Pacific is uncertain. US al-
lies have their own interests towards
China, which are not fully congruent
with those of Washington. If Biden
fails to bring key high-tech-produc-
ing allies on board, then export con-
trols are unlikely to be effective in the
long run, will impose significant costs
on American companies, and may
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undermine rather than enhance US
competitiveness.

This complex balancing act is illustrat-
ed by the Biden administration’s recent
attempts to persuade allies to match
their domestic regulations with com-
prehensive US export controls on ad-
vanced computing and semiconductor
manufacturing equipment. Washing-
ton identified semiconductors as a tar-
get because of the enabling nature of
the technology and because China has
so far failed to catch up with market
leaders in some critical segments of the
industry. However, in addition to the
US, some of its allies in Europe and
the Asia-Pacific also play a crucial role
in important segments of semiconduc-
tor supply chains. Japan and the Neth-
erlands, for example, are key suppliers
of equipment required to manufacture
advanced semiconductors. Yet, The
Hague and Tokyo have been reluctant
simply to succumb to US pressure to
introduce national export controls
that mirror Washington’s, and uncer-
tainties remain as to their support for
the far-reaching measures.

This chapter explores the challeng-
es that the US faces in managing the
escalating great-power competition
in technology with China and the
strategic importance of allied export
controls in this endeavor. It is divid-
ed into four sections. The first section

provides a brief overview of the his-
tory of multilateral export controls,
highlighting their rationale and evo-
lution over time. The second section
explains the importance of technolo-
gy in the US-China relationship and
why it has become a central area of
competition. The third section then
highlights the critical role of export
controls in maintaining US techno-
logical superiority and the need for
allied cooperation to enforce them
effectively in the long run. The fourth
section illustrates the challenges the
US faces in extending the reach of
its export controls, using the recent-
ly implemented export controls on
semiconductor manufacturing equip-
ment against China and attempts to
coordinate them with the Nether-
lands and Japan as a case study. The
fifth and final section offers conclu-
sions and an outlook for the further
development of this strategic trend.

Multilateral Export Controls:

A Brief History

The origins of multilateral export
controls go back to the early stages of
the Cold War. During the Cold War,
the United States developed a strategy
of military-technological superiority
to counter its main competitor, the
Soviet Union (USSR). The US had
established a government-led innova-
tion system during the Second World
War that laid the foundation for its
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enduring technological strength and
breakthrough inventions such as the
atomic bomb. In the ensuing compe-
tition with the Soviet Union, US na-
tional security was closely tied to its
ability to lead in technology, given the
USSR’s vast superiority in manpower
and its at least temporary successes in
challenging Washington in areas such
as missile technology and space. Thus,
throughout the Cold War, deterrence
became a function of the US ability
to continually create and maintain a
technological gap between itself and
the Soviet Union.!

The approach of the US government to
implement its strategy of military-tech-
nological superiority was essentially
twofold. First, the government signifi-
cantly invested in research and devel-
opment (R&D) to achieve and main-
tain a leading position in cutting-edge
technology. Second, it sought to deny
its competitors access to US technol-
ogy. In this context, export controls
emerged as a key instrument in the US
government’s toolbox, complementary
to others such as secrecy orders on in-
ventions and visa denials that aim to
restrict cross-border flows of technol-
ogy and related know-how in pursuit
of national security and foreign pol-
icy objectives.” Before the Cold War
era, Washington did not apply export
controls strategically during peace-
time. This changed, however, with the
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passage of the Export Control Act of
1949, which gave the US president
substantial power to control the flow
of goods and information across bor-

ders for foreign policy objectives.?

To amplify its national efforts, the US
government convinced its NATO al-
lies to establish a multilateral export
control regime in 1949-1950. The
aim of the Coordinating Committee
for Multilateral Export Controls (Co-
Com) was to cut off the Eastern bloc
from advanced technology and to co-
ordinate export controls among allies,
thereby ensuring that US allies gave
national security concerns the same
weight as Washington in their trade
with the Soviets. Interestingly, in the
wake of the Korean War, the US gov-
ernment also promoted the creation
of a separate sub-committee to target
China. The so-called CHINCOM
was set up in 1952 and administered
even more extensive export controls
than CoCom on the Eastern Bloc.
However, CHINCOM was disband-
ed in 1957 and integrated into Co-
Com because its members — notably
Britain, France, and the United States
— had different preferences about how
strict export controls against China
should be. The US unilaterally main-
tained particularly tough restrictions,
and only began to relax them slightly
during the Sino-American rapproche-
ment of the 1970s.4
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CoCom significantly shaped the glob-
al technology landscape during the
Cold War. The conditions for enforc-
ing export controls successfully were
relatively favorable at the time. The
world economy was characterized by
a low degree of globalization of pro-
duction, and the US had a strong po-
sition at the forefront of technological
development. One estimate held that
in the 1970s, US companies and gov-
ernment agencies were the source of
about 70 per cent of the world’s cut-
ting-edge technology.’ In addition, a
much higher proportion of R&D was
driven by the US government and es-
pecially defense spending than is the
case today. The US also had consider-
able leverage over its allies because of
their dependence on economic, finan-
cial, and military aid after the Second
World War. Finally, there was a clear
ideological alignment between the US
and its allies and partners.

Despite the favorable environment,
however, CoCom also faced several
challenges during its years of oper-
ation. While the United States rou-
tinely emphasized national security
concerns and pushed for tighter con-
trols, European states such as West
Germany and the United Kingdom
argued for increased trade with the
Eastern bloc and stressed the politi-
cal leverage that it could provide. The
different weighing of these priorities

contributed to the evolution of dif-
ferent national export control sys-
tems across CoCom member states.
In addition, companies that devel-
oped export-controlled goods resent-
ed these regulatory barriers to their
pursuit of new market opportuni-
ties and pushed back, especially by
the 1970s.° Finally, even during the
Cold War, the export control system
of the US and its allies was not iron-
clad, and some technology did slip
through. In the 1970s and 1980s,
for example, the Soviets were able to
acquire sensitive Western technology
in areas such as computers, semicon-
ductors, lasers, and optics.”

During the last two decades of the
Cold War, multilateral export con-
trol regimes other than CoCom were
established with a focus on specific
technologies. After India conducted
its first nuclear test, based in part on
technology provided by Canada for
peaceful purposes, seven countries,
including the Soviet Union, formed
the Nuclear Suppliers Group (NSG)
in 1974. The NSG focuses on the
non-proliferation of materials, equip-
ment, and technology that can be used
to develop nuclear weapons. Another
example is the Australia Group, es-
tablished in 1985 following Iraq’s use
of chemical weapons during the Iran-
Iraq War. Material exports and tech-
nical assistance from several Western
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and particularly German companies
had aided the development of the
Iraqi chemical weapons program. The
objective of the Australia Group is to
contribute to the non-proliferation of
chemical and biological weapons by
harmonizing national controls of re-
lated exports and acting as an infor-
mation sharing mechanism. Lastly,
the G7 states established the Missile
Technology Control Regime (MTCR)
in 1987 to curb the spread of missile
technology that could be used as de-
livery systems for weapons of mass
destruction (WMD). These regimes
continue to exist and remain highly
relevant to ongoing global non-prolif-
eration efforts today.

CoCom, however, was dissolved after
the end of the Cold War in 1994. A
successor regime, the Wassenaar Ar-
rangement (WA), which also grew
out of consultations among the G7,
was established in 1996 to control the
flow of conventional arms and sensi-
tive dual-use technologies and thereby
to prevent the build-up of destabiliz-
ing capabilities by “states of concern.”
The WA serves primarily as a mech-
anism for its member states to share
information, coordinate a joint list
of export-controlled items, and pro-
mote responsible behavior among its
members. Former Warsaw Pact states,
including Russia, have also been ad-
mitted as members of the WA.8
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The end of the Cold War also marked
a shift in the strategic significance
of export controls. From the US
perspective, export controls were
no longer used as a tool to manage
great-power competition, but rather
to prevent the spread of weapons of
mass destruction (WMDs) and their
delivery systems to “rogue states” and
non-state actors, a goal that became
more urgent following the terrorist
attacks on September 11, 2001. Mov-
ing away from the era of great-pow-
er competition, the administrations
of President George H.W. Bush and
especially his successor Bill Clinton
sought to integrate both Russia and
China into a US-led international or-
der. The decision to include Russia in
the WA and the further relaxation of
US Cold War export controls toward

China reflected this objective.

China’s Tech Challenge to the US
The US-led push for trade liberaliza-

tion, accompanied by a drive for spe-
cialization and efficiency gains, led to
the evolution of a highly interconnect-
ed global economy, including in the
tech sector. The emergence of complex
technology supply chains that span
multiple countries and the domina-
tion of a few specialized firms in spe-
cific market segments that are concen-
trated in certain geographical areas are
exemplary of this trend. Despite spo-
radic national security concerns’, the
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US also fostered close ties with China
on technology, including in R&D,
manufacturing, and trade. Especially
after Beijing’s accession to the WTO in
2000, these ties grew increasingly close
and were part of the broader US strate-
gy of engagement vis-a-vis China.!”

However, by the end of the 2000s, the
tide turned. Starting with the Bush
administration and continuing during
the Obama administration, the US in-
creasingly perceived China as a com-
petitor, casting doubts on the mutual
benefits of interdependence. China
had been rapidly modernizing its mil-
itary, eroding US power projection ca-
pabilities in the Asia-Pacific region, and
expanding its global reach. Beijing had
also begun to backtrack on economic
reforms and trade liberalization. Espe-
cially since Xi Jinping came into power
in 2012, the increasingly assertive re-
gime in Beijing also routinely used its
growing economic clout to exert pres-
sure on other countries, all while seek-
ing to reduce its own dependencies. In
its 2022 National Security Strategy, the
Biden administration concluded that
China is Americas “only competitor
with both the intent to reshape the in-
ternational order and, increasingly, the
economic, diplomatic, military, and
technological power” to do it."!

As the perceived power asymme-
try between the US and China has

diminished and mutual trust has
deteriorated, Beijing’s technologi-
cal advances have become a central
source of US concern. Washington
fears that China’s domestic advances
in promising areas such as Artificial
Intelligence (Al) and quantum tech-
nology, combined with legally and
illegally acquired technology and
know-how from abroad, could erode
its long-standing technological ad-
vantage and thereby undermine both
US military and economic strength.
In this regard, US policymakers are
particularly concerned about China’s
military-civil fusion strategy, which
blurs the lines between commercial
and military technology and ex-
ploits the dual-use character of many
emerging technologies.'” In addition,
Washington has expressed worries
that Beijing is seeking to shape emerg-
ing technologies and the standards,
norms, and regulations that govern
them to reflect its own interests and
values, while countering those of the
US and its allies.

The Renaissance of Export
Controls

The return of great-power competi-
tion and its manifestation in the field
of technology have led to a renewed
focus in Washington on maintaining
US technological superiority. Beyond
the question of how the United States
can strengthen its own technological
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capabilities to remain competitive, the
element of denial has received increas-
ing attention. In this context, export
controls have once again emerged as a
key tool, alongside others, such as for-
eign direct investment screening and
visa denials.'> However, given today’s
interconnected global economy, in
which commercial companies spear-
head the development of cutting-edge
technology, and the fact that the US
no longer has a virtual monopoly on
advanced technology, it cannot simply
cut Beijing off.!* More than ever, to be
effective, the US must work with allies
and partners to control bottlenecks in
relevant technology supply chains and
shape those networks to its advantage.

While the Bush and Obama admin-
istrations were already concerned
about Chinas growing ambitions
and took certain targeted actions to
counter them, the Trump administra-
tion was the first to take on China’s
technology sector broadly. It took a
multi-pronged approach to restricting
technology transfers to China, with
export controls playing a prominent
role. For example, the Trump admin-
istration began to make extensive use
of the Commerce Departments Bu-
reau of Industry and Security’s Enti-
ty List (EL), which specifies licensing
requirements for the transfer of some
or all items covered by the US Export
Administration Regulations (EAR) to
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listed companies, persons, or further
entities. During its tenure, the Trump
administration blacklisted a range
of Chinese entities linked to China’s
technology sector. A prominent addi-
tion to the list was the telecoms gi-
ant Huawei with the goal of denying
it access to US semiconductor tech-
nology."> During Trump’s time in the
White House, Congress also passed
the 2018 Export Control Reform Act
(ECRA) with an eye to China, which
required the Commerce Department
to adapt US export controls to the
new challenges posed by “emerg-
ing and foundational technologies.”
ECRA also highlighted that “export
controls that are multilateral, are

most effective.”1¢

However, Trump’s “go-it-alone” ap-
proach was widely characterized by
a disregard for traditional American
allies and partners.”” The Trump ad-
ministration doubled down on uni-
lateral export controls and exploiting
their extraterritorial effects, as in the
case of Huawei. There, the Trump
administration used the Foreign Di-
rect Product Rule (FDPR), which
extended restrictions on the export
of semiconductors to Huawei to any
supplier outside of the United States
that uses US-controlled equipment or
software. The Trump administration
also exerted political pressure on its
ally the Netherlands to halt exports
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Selected US Export Control Measures, 2017-2023

Trump administration Biden administration
1 1 L 3 E o 4 i P iy I T
| 2017 J 2018 I 2019 I 2020 I 2021 ! 2022 J 2023

®

August 2018 President Trump Signs the Export Control Reform Act of 2018 into law.

october 2018 The BIS adds Fujian Jinhua Integrated Circuit Company to the entity list due to
“a significant risk” that it may engage in activities that could adversely affect US national
security interests.

May 2019 The BIS issues a final rule adding the Chinese telecoms giant Huawei and 68
non-US affiliates of the company to the entity list.

october 2019 The BIS adds 28 Chinese entities, including Hikvision, IFLYTEK, and Sense Time,
to the entity list for acting contrary to the foreign policy interests of the US.

July 2020 The BIS adds 11 Chinese companies to the entity list for their involvement in
human rights abuses in Xinjiang.

August 2020: The BIS adds 38 additional Huawei affiliates to the Entity List and modifies the
application of the Foreign Direct Product Rule with respect to Huawei.

December 2020 The BIS adds 77 entities — most of them Chinese —to the entity list.
These include, for example, the Semiconductor Manufacturing International Corporation.

April 2021 The BIS adds seven Chinese supercomputing entities to the entity list, due to their
involvement with military actors, destabilizing military modernization efforts, and/or WMD
programs.

July 2021 The BIS adds 23 Chinese companies and entities due to their role in alleged human
rights abuses in Xinjiang, for their ties to China’s military modernization efforts, or for doing
business with already sanctioned firms.

November 2021 The BIS adds eight Chinese technology entities to the entity list for “quantum
computing efforts that support military applications.”

December 2021 The BIS adds 34 Chinese entities and research institutes to the entity list for
supporting China’s military modernization efforts or being “a part of a network used to
supply or attempt to supply Iran with US-origin items.”

August 2022 The BIS adds seven Chinese space, aerospace, and related technology entities to
the entity list for their involvement in PRC military modernization efforts.

october 2022 The BIS implements new sweeping restrictions on the export of advanced
computing and semiconductor manufacturing items to China.

December 2022 The BIS announces that it is adding 36 primarily Chinese entities, including
memory chip maker YMTC and the Al company Cambricon Technologies Corp, to the entity
list.

February 2023 This BIS adds six Chinese entities related to the PRC’s suspected balloon
surveillance program to the entity list for supporting China’s military modernization efforts.

Sources: US Department of Commerce, Bureau of Industry and Security (BIS)
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of cutting-edge chip manufacturing
equipment developed by the Dutch
company ASML — so-called “Extreme
Ultraviolet Lithography” (EUV) ma-
chines — to Chinese Semiconductor
Manufacturing International Corpo-
ration (SMIC).'® While this unilater-
alist approach was effective in achiev-
ing certain goals, it also contributed to
severely strained relations with key US

allies.

The Biden administration’s approach
to Chinas technology ambitions dif-
fers from Trump’s in two ways. First,
Biden has not only revised, but also
notably expanded, the goals of US
technology policy towards China. As
US National Security Advisor Jake
Sullivan explained in the fall of 2022,
in contrast to previous administrations
that tried to protect US “relative ad-
vantages” and “to stay only a couple of
generations ahead” through a “sliding
scale approach,” the Biden adminis-
tration seeks to “maintain as large of a
lead as possible” in key technologies.”
What this means in essence is that in
certain technology areas deemed criti-
cal, the US seeks to freeze China’s fur-
ther development and thereby to con-
tain its technological rise. This shift is
reflected in sweeping export controls
on advanced computing and semicon-
ductor manufacturing equipment to
China that the Biden administration
imposed in the fall of 2022.
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The
Trump administration’s approach is
that Biden seeks to combine the US
government’s tougher stance on Chi-

second difference from the

nas technology ambitions with ele-
ments of multilateralism, focusing on
expanding collaboration with tech-
nologically advanced democracies.
The Biden administration recognizes
that it cannot effectively deny China
access to advanced technology in the
long term without the support of its
allies and partners. As US Commerce
Secretary Gina Raimondo remarked
in a recent speech: “...from export
controls to new investment param-
eters to supply chains—require not
only a partnership between the US
government and private sector but
also between the US and our allies
and partners. In our competition
with China to shape the 21st-centu-
ry global economy, we cannot go at
it alone.”? The Biden administration,
however, faces a range of challenges
in coordinating export controls with
its allies because it has no central plat-
form for doing so.

Existing multilateral regimes do not
provide an appropriate platform for
the US government to coordinate ex-
port controls against China. The Nu-
clear Suppliers Group, the Australia
Group, and the Missile Technology
Control Regime have a limited focus
on specific technologies and do not
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cover those that the US considers most
critical in its competition with China.
The Wassenaar Arrangement, which
also covers dual-use technologies, is
not an effective forum to pursue US
objectives towards China either. Deci-
sions by its member states are made by
consensus, and coordination is com-
plicated by Russia's membership and
its close relationship with Beijing. Ad-
ditionally, membership in the WA is
by voluntary association, and there is
no enforcement mechanism to ensure
compliance. Furthermore, important
players with technological capabilities,
such as Taiwan and Singapore, are not
part of the WA.?!

Given these limitations, export con-
trols experts Emily Weinstein and
Kevin Wolf have proposed the idea of
creating a “CoCom 2.0” — a new mul-
tilateral export control regime with a
core group composed of “techno-de-
mocracies” aimed, for example, at ad-
dressing “China’s strategic economic
dominance objectives” that could have
national security implications and
“responding to Chinas and Russia’s
civil-military fusion policies.”** In the
2021 United States Innovation and
Competition Act (which was in part
absorbed by the CHIPS and Science
Act of 2022), the US Senate even sug-
gested that “the United States should
explore the value of establishing a body
akin to the Coordinating Committee

for Multilateral Export Controls (Co-
Com)” albeit with a focus on coordi-
nating specifically “United States and
European Union export control pol-
icies with respect to limiting exports
of sensitive technologies to the Peo-
ple’s Republic of China.”* Yet, so far,
these suggestions do not seem to have
borne fruit.

The US has, however, established sev-
eral new initiatives to align with allies
and partners on technology issues, but
which have so far proved limited in
their potential to coordinate export
controls. One such initiative is the
EU-US Trade and Technology Coun-
cil (TTC), proposed by the EU and
inaugurated in 2021, which provides
a platform for the transatlantic part-
ners to address different topics and
concerns in ten working groups, in-
cluding one on export controls. While
the TTC proved very valuable in coor-
dinating US and EU export controls
against Russia following the invasion
of Ukraine in early 2022, EU mem-
ber states have been reluctant, so far,
to use the TTC as a body explicitly
targeting China.* In 2021, the US
also proposed the Chip 4 Alliance,
aimed at allies and partners in the
Asia-Pacific region, including Japan,
South Korea, and Taiwan, with signif-
icant semiconductor capabilities. The
goal of this initiative is to restructure
global semiconductor supply chains to
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reduce reliance on China, protect rele-
vant companies’ IP, and coordinate ex-
port controls. However, the alliance has
been off to a rocky start, with members
hesitant to buy in for fear of retribution
from Beijing and industry backlash.?

Lacking a reliable multilateral mech-
anism, but wanting to move quickly,
the Biden administration unilateral-
ly imposed sweeping export restric-
tions on advanced computing and
semiconductor manufacturing items
targeting China in October 2022.
Since announcing the controls, the
administration has intensified efforts
to persuade allies in Europe and East
Asia to impose similar restrictions and
thereby amplify those of the US.?
But US attempts to bring even a few
countries on board have proved cum-
bersome, providing a case study in
some of the major challenges the US
faces in trying to act multilaterally and
coordinate export controls with allies
in the current global economic, polit-
ical, and security environment. At the
same time, it foreshadows some of the
challenges that US allies may face in
dealing with Washington and the pur-
suit of its strategic objectives towards
Beijing in the future.

Reluctant Allies

In October 2022, the US government
announced sweeping export controls
on semiconductor exports to China.
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Semiconductors are considered an
enabling technology because they are
part of virtually every electronic de-
vice and are essential to critical func-
tions such as data processing, trans-
mission, and storage. There are three
broad types of semiconductors: mem-
ory; logic; and discrete, analog, and
other (DAQO). Those semiconductors
that are integrated circuits (as most of
them are) are also called chips. Over
time, chips have become increasingly
powerful. According to Moore’s Law,
named after Intel co-founder Gor-
don Moore, the number of transistors
that can fit on a chip roughly dou-
bles about every two years, leading to
new and more potent generations of
chips. While this process has slowed
in recent years, the most advanced
technology available today is the 3
nanometer (nm) process node. Inno-
vation in the semiconductor industry
is continuously pushed by the drive
for more powerful, specialized, small-
er, and efficient chips.”’

However, while semiconductors were
originally invented in the United
States, semiconductor supply chains
are highly globalized and multi-lay-
ered today. The first layer can be
roughly divided into three main
steps: (1) the design, (2) front-end
manufacturing (wafer fabrication),
and (3) back-end manufacturing (as-
sembly and testing). There are very
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few companies — so-called integrated
device manufacturers (IDM) — that
complete all three steps in-house.
These include, for example, Texas In-
struments and Intel in the US and the
South Korean company Samsung. The
dominant model today is one in which
the three steps are distributed over dif-
ferent companies and countries. There
is an increasing number of companies,
such as Apple, (1) that design chips
themselves for their specific purpos-
es. However, all companies designing
chips rely on design software, which
is predominantly developed by US
companies, including Cadence Design
Systems, Mentor, and Synopsis. The
front-end manufacturing (2) is usually
outsourced to so-called foundries. The
world’s largest foundry by revenue is
the Taiwan Semiconductor Manufac-
turing Corporation (TSMC), which
also dominates the production of the
currently most advanced chips.?® The
third step is then outsourced again (3),
including to China, which holds the
largest market share in assembly, test-

ing, and packaging.

It is also worth taking a brief look at
what lies below this first layer. The
(2) complex front-end manufacturing
process requires not only specialized
expertise but also very sophisticated
machinery, especially to produce the
latest generations of semiconductors.

Over 50 different types of equipment

are used in the highly complex man-
ufacturing process. The necessary
cutting-edge equipment is produced
by only a few companies globally,
including, for example, the US firms
Lam Research, KLA, and Applied
Materials, Japan’s Nikon and Tokyo
Electron, as well as the Dutch compa-
ny ASML.?” While the scope of this
chapter is too limited to delve further
into the complexities of semiconduc-
tor supply chains, it should at least
be noted that there are other import-
ant sub-segments of the second layer,
such as the chemicals and gases re-
quired for the manufacturing process.
There are also additional layers, such
as the many inputs required by equip-
ment manufacturers to develop the
machines they sell. Thus, government
intervention in the extremely com-
plex semiconductor supply chains
is likely to have ripple effects across
countries, if not continents.3°

With the far-reaching export controls
announced in October 2022, the US
government seeks to deny China ac-
cess to advanced semiconductors,
related manufacturing equipment,
as well as the know-how and inputs
that could help China develop its own
equipment.’! Losing access to these as-
sets, which China is still unable to de-
velop on its own despite decades of ef-
fort and significant investment, could

have serious implications for Beijing’s
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ability to advance its ambitions in stra-
tegically prioritized technology sectors
such as AL*% In doing so, the US gov-
ernment hopes to prevent China from
developing some sophisticated military
equipment as well as technology that
could enable human rights violations
and thus harm US national security
and foreign policy interests.

The Biden administration took great
risks by unilaterally imposing export
controls on advanced semiconductor
manufacturing items targeting China.
While the US maintains the strongest
position in the semiconductor indus-
try globally, it is unable to control and
exploit choke points of the relevant
supply chains on its own, at least in
the long term. Without the support of
other key supplier countries, the con-
trols might not only be less effective by
continuing to provide Chinese entities
with certain critical equipment and
know-how. They also might provide
an incentive for companies from allied
countries, at a time when US compa-
nies are forced to incur the high cost of
reducing their exposure to the Chinese
market, to try to capture additional
market niches that were previously
covered exclusively or predominantly
by American firms. Moreover, by de-
priving affected US companies of rev-
enue to reinvest in R&D, the controls
could also backfire and hurt Americas
future competitiveness. The Biden
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administration asserted that it would
work with allies and partners and per-
suade them to adopt similar controls.
However, US Commerce Secretary
Gina Raimondo also warned that it
could take up to nine months to get
allies on board and thus to ease the
pain for the affected American semi-

conductor businesses.?3

Two allies that have come under par-
ticular scrutiny in Washington’s ef-
forts to extend the reach of its control
are the Netherlands and Japan. This
is because of their strong positions in
a sub-segment of the semiconductor
supply chain — advanced semiconduc-
tor manufacturing equipment — ac-
cess to which is important for China
to enable its industry to produce more
powerful chips domestically and ulti-
mately to reduce its reliance on im-
ports. However, there are two distinct
challenges from the US perspective
regarding Dutch and Japanese semi-
conductor manufacturing equipment
suppliers and why it is important to
have their government’s support for
export controls. First, Dutch and
Japanese companies have a domi-
nant position in a particular niche of
equipment, so-called advanced pho-
tolithography equipment. The most
advanced types are the above-men-
tioned extreme ultraviolet (EUV) li-
thography — already restricted equip-
ment which is exclusively provided by
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Key Countries and Companies Along the Semiconductor Value Chain

Manufacturing

Integrated Device Manufacturers

US (e.g., Intel, Texas Instruments), South Korea (e.g., SK Hynix, Samsung),
Japan (e.g., Kioxia, Renesas), EU (e.g., Infineon, NXP)

Fabless Design

US (e.g., Qualcomm, NVIDIA,
Broadcom), Taiwan (e.g.,
MediaTek, Realtek, Himax),
UK (e.g., Dialog)

/
/

Design Software and i
Intellectual Property
US (e.g.,, Cadence, Synopsis),

UK (e.g., ARM Holdings) ChEmial i

Tokuyama Corporation),
Taiwan (e.g., Global
Wafers), EU (e.g. Siltronic,

Soitec, Okmetic)

Front-end: Wafer Fabrication

Taiwan (e.g., TSMC),
South Korea (e.g., Samsung),
China (e.g., SMIC, YMTC)

Materials and Chemicals
Japan (e.g., Shin Etsu

Back-end: Assembly and Test

Taiwan (e.g., ASE, PTI, KYEC),
China (e.g., JCET, TFME,
HUATIAN), US (e.g., Amkor)

Manufacturing
Equipment and Tools

US (e.g.,, Applied
Materials, Lam Research,
KLA), EU (e.g., ASML),
Japan (e.g., Tokyo Electron,
Nikon)

Sources: Semiconductor Industry Association; Boston Consulting Group; Stiftung Neue Verantwortung; CSIS; Finance Charts;

Electronics Weekly

the Dutch company ASML — followed
by different kinds of deep ultraviolet
(DUV) lithography, and finally i-line
lithography. Second, the export con-
trols on US companies could incen-
tivize Dutch and Japanese firms to
invest as well in the development of
additional equipment types that have
so far been dominated by American

companies.>

The Hague and Tokyo have been reluc-
tant to yield to Washington’s request

to introduce national restrictions that
mirror US export controls. Broadly,
their reluctance has been for a variety
of reasons, including divergences in
their threat assessment of China and,
therefore, a different weighing of eco-
nomic and national security concerns.

A major challenge for the US in bring-
ing its European and East Asian allies
on board is a persistent difference in
threat perceptions regarding China.
While the US sees China as its main
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competitor and a threat to its security
and economic interests and values, the
perceptions of Washington’s Europe-
an and East Asian allies still differ. In
recent years, the European Union and
many of its member states, including
the Netherlands, have become more
sober in their assessment of China,
seeing it simultaneously as a partner,
economic competitor, and systemic
rival. But from a European perspec-
tive, the security threat from Moscow
is far greater than that from Beijing,
as the Russian invasion of Ukraine has
underlined, and Europe’s economic
reliance on China remains signiﬁcant.
Due to the geographic proximity, the
potential threat from Beijing looms
larger for Japan than for the European
Union. Tokyo has also begun to adjust
its view of China, particularly in light
of disputes over the Senkaku islands,
Beijing’s rapid military build-up, and
growing tensions in the region over
Taiwan, and has recently significant-
ly increased its defense spending.® At
the same time, China has become Ja-
pan’s largest trading partner over time
and remains an important market for
Japanese companies despite rising po-

litical tensions.3¢

Against this backdrop, there still is a
nuanced difference in the objectives
of the US and its allies when it comes
to China. While the US government

is once again putting national security
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front and center in the design of its
export controls and is seemingly will-
ing to accept high economic costs for
their application, its allies, despite
slowly shifting perceptions of China,
still appear to weigh these elements
slightly differently. Next to the US,
China is the largest market for semi-
conductor consumption  globally,
with its volume expected to expand
further in the future.’” For Japanese
and Dutch equipment suppliers, rev-
enues from the Chinese market play
an important role. Tokyo Electron,
Japan’s leading producer of semicon-
ductor manufacturing equipment, for
example, reportedly derives about a
quarter of its revenues from its China
business. This comes at a time when
countries around the globe are seeking
to expand their domestic semicon-
ductor industries and face increasing
competition. Given these economic
interests, it comes as no surprise that
the Japanese government, for exam-
ple, reportedly preferred controls that
are tough enough to send a clear mes-
sage to Beijing while still allowing its
businesses to pursue their interests in
the Chinese market.*®

The Dutch and Japanese have also
been uneasy over pressure from the
US government to mirror its export
controls. Although Biden adminis-
tration officials have emphasized that
they are seeking dialogue rather than
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pushing governments to align with
their position, The Hague and Tokyo
have made it clear that Washington
cannot dictate the design of their do-
mestic regulatory regimes. As Dutch
Minister of Foreign Trade Liesje Sch-
reinemacher said: “(...) the US cannot
simply impose such changes on us. We
participate in those conversations in a
sovereign way. (...) The Netherlands
will not copy the American measures
one-to-one.” This element of the ne-
gotiations illustrates the challenge that
the Biden administration faces in dis-
tancing itself from Trump’s approach.
It highlights the delicate balance that
Biden must strike in persuading allies
to support US policy toward China
without alienating them by applying
too much pressure or simply exploit-
ing its extraterritorial powers. Such
overreach could also ultimately moti-
vate allied governments and tech com-
panies to deliberately reduce American
inputs, thereby diminishing the ability
of the US government to deploy co-
ercive measures against them in the
future.

However, Russia’s invasion of Ukraine
and rising tensions over Taiwan have
also once again underscored that the
United States’ European and East
Asian allies are highly dependent on
Washington as a security provider. This
gives the US considerable leverage to
align the policies of its technologically

capable allies with its policies toward
Beijing. It is unclear, however, wheth-
er and how the United States has used
this leverage in its consultations with
The Hague and Tokyo to date and
what role it might play in discussions
with allies about further coercive eco-
nomic measures against China in the
future.

In January 2023, it was reported that
the US had reached an agreement “in
principle” with Tokyo and The Hague
on semiconductor export controls.
On the one hand, this can be seen as
a great success for the Biden admin-
istration. It seemingly persuaded al-
lies to implement export controls on
technologies of concern to Washing-
ton just a few months after the initial
announcement of the unilateral US
controls. On the other hand, howev-
er, the devil is still in the details. The
governments involved have been care-
ful not to be too explicit about what
exactly they have agreed and have
avoided mentioning China as a target
of their controls, reflecting US allies’
concerns about possible retaliation
from Beijing. Moreover, several issues
seem to require further clarification
and compromise. These likely include
specifications for what types of equip-
ment will eventually be restricted and
whether the agreements will include
US-style controls on Dutch and Japa-
nese nationals working in positions in
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China that support the design or man-
ufacture of advanced semiconduc-
tors.*? From what is known at the time
of writing, the Dutch export controls
may ultimately be less stringent than
those of the US, and as a Japanese law-
maker has indicated, the same may be
true of Tokyo’s controls.”! Moreover,
given the differences between the na-
tional export control regimes of the
US, Japan, and the Netherlands, it is
unclear when The Hague and Tokyo
would be able to implement theirs.

Outlook and Conclusion

In the intensifying competition be-
tween the United States and China,
export controls have once again be-
come a strategic tool for the US gov-
ernment to deny its key competitor
access to cutting-edge technology.
While the Trump administration had
already ushered in the renaissance of
export controls, the Biden adminis-
tration has significantly expanded the
breadth and depth of their use against
China. It has made clear that the goal
of US policy is no longer simply to
keep China’s industries a few gener-
ations behind, but to prevent further
progress in core technologies and the
development of capabilities that could
threaten US national security and for-
eign policy interests. In this way, US
export controls are contributing to
reshaping the global technology land-

scape, and ultimately to consolidating
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an American, as opposed to a Chi-
nese-led, “technology sphere,” with at
least partially separate supply chains
and significantly reduced exchanges
of know-how.

Given current trends in US-China
relations, which point to a further es-
calation rather than an easing of ten-
sions as the recent spat over alleged
Chinese spy balloons has underscored,
it is likely that the far-reaching US ex-
port controls on semiconductors are
just the beginning. In the future, as
has already been indicated, the Biden
administration may decide to impose
controls on additional technologies it
deems strategically valuable, such as
quantum technology, biotechnology,
and clean energy technology.*? Last
November, for example, Biden met
with representatives from IBM, one
of the leaders in quantum computing,
and discussed the design of potential
export controls in this area and the

challenges that they may pose.*?

However, as the example of US ex-

port controls on semiconductors
shows, it is essential for the American
government to coordinate with allies
for them to be effective, and to reduce
the economic costs involved. In the
absence of an appropriate multilat-
eral forum, export controls are likely
to become a more prominent topic of

discussion between the United States
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and its allies in other fora, as has al-
ready been seen in the context of the
TTC or the Chip 4 Alliance, as well
as in bilateral consultations. Thus,
for the foreseeable future, the United
States is in a delicate position in which
it must skillfully use both sticks and
carrots to bring allies in line with its
objectives without alienating them.
This will require a deep understand-
ing of each ally’s strategic interests and
technological capabilities, a judicious
use of the leverage that it has over al-
lies, a willingness to tailor its approach
to the unique circumstances of each
relationship, and possibly a great deal
of patience and diplomatic resources.

Taken together, the likely US appetite
for further export controls, the need
for joint controls, and Washington’s
increased leverage over allies due to
its renewed significance as security
provider, will increase the pressure
on technologically capable allies and
partners in Europe and East Asia to
pick sides. While the constellation of
relevant states may vary depending on
the technology area in focus, it means
that national governments will need
to be prepared to engage in more such
discussions with the US administra-
tion in the future. For the European
Union, which has been on the side-
lines of the Dutch-US discussions,
this requires a clearer assessment of its
position on strategic export controls

vis-a-vis the US and China, including
a forward-looking analysis of technol-
ogy areas that may be affected next
and their implications for the EU.
At present, senior EU officials — Eu-
ropean Commission president Ursula
von der Leyen and European Council
president Charles Michel — appear to
favor different approaches to Beijing
with the former seeking a harder line
than the latter.* However, if Brussels
does not wake up to the new geopo-
litical realities, it risks being sidelined,
and a potential new patchwork of bi-
lateral agreements between EU coun-
tries and Washington could emerge,
with likely repercussions for other
member states.®

Looking further ahead, there are
several uncertainties about how the
dynamics of allied export controls
against China will evolve. One uncer-
tainty is the evolution of China’s po-
sition on the war in Ukraine. While
Beijing has developed an increasingly
close relationship with Moscow in
recent years, its position on the war
has been ambiguous. At the time of
writing, Beijing had not provided
Russia with military assistance and
had publicly expressed its opposition
to the use or threat of use of nuclear
weapons. At the same time, it has in-
creased purchases of Russian oil and
gas and provided rhetorical support
by criticizing and blaming the US
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and NATO for the war. While it still
seems unlikely given China’s broader
economic interests, US intelligence
continues to warn that China may
decide to supply Russia with weapons
such as drones after all.“® Such a move
would directly and significantly harm
European security interests. Follow-
ing the Russian invasion in February
2022, the US, in coordination with its
allies, quickly implemented extensive
export controls against Russia. To be
sure, similar controls against China
would be much more difficult and
costly to implement, given Beijing’s
deeper technological ties to Washing-
ton and its allies and greater economic
interdependence across sectors. Never-
theless, military support for Moscow
could significantly raise the price that
the US and its allies are willing to pay
to isolate China.

Another uncertainty that could have
a profound impact on the support of
US allies for extensive export controls
targeting China is the development of
rising international tensions over Tai-
wan. A Chinese invasion of Taiwan,
or even a more acute threat to do so,
could lead to closer US and allied co-
ordination on export controls, includ-
ing those targeting China’s technology
sector, which remains highly depen-
dent on imports despite decades of
efforts to reduce its reliance on foreign
technology. Similar to a scenario in
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which China becomes more involved
in the war in Ukraine, a contingency
over Taiwan could significanty in-
crease the willingness of the US and
its allies in Europe and other regions
of the world to pay a high price for
China’s technological isolation.

A third lingering uncertainty that
could alter the current dynamic be-
tween the US government and its
allies is the 2024 elections. It seems
likely that whichever administration
follows, Washington will contin-
ue to tighten the screws on China’s
technological ambitions. Neither a
Democratic nor a Republican pres-
ident is likely to change the current
course, as a tougher stance on China
has become one of very few bipartisan
issues. What is uncertain, however, is
the role that allies will play in Wash-
ington’s calculus going forward. If a
Republican president, possibly even
Trump, is (re-)elected in 2024, it is
possible that the US administration
will again opt for a more coercive ap-
proach to bring allies in line with its
technology policy toward China.

In conclusion, the increased use of
export controls and the importance
of international coordination for the
United States is a strategic trend that
deserves close attention and further
analysis. Its ramifications will have
a profound impact on the evolution
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of the international technology land-
scape and the balance of power be-
tween the United States and China.
It is therefore imperative that US al-
lies and partners in Europe and the
Asia-Pacific region not only monitor
this trend, but proactively shape it to
ensure their own future technological
competitiveness, and by extension
their prosperity and security.
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CHAPTER 3

Alliances and Extended Nuclear
Deterrence in Europe and Asia

Névine Schepers

Compounding and simultaneous strategic developments in Europe and
Asia are placing increasing pressure on US-led alliance systems in both
regions to adapt to a heightened nuclear risk environment. They also
highlight the role of extended nuclear deterrence in alliance relationships
and the deterrence and assurance challenges for the United States as a
security provider confronted with the near-term prospect of facing two
major nuclear powers — Russia and China — at the same time in addition
to threats posed by North Korea.

US and Italian Air Force F-35 Lightning Ils, F-16 Fighting Falcons and a B-52 Stratofortress, fly over the
Adriatic Sea during exercise Astral Knight 19 on June 4, 2019. Joshua R. M. Dewberry / US Air Force
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2022 marked both the 60th anniver-
sary of the Cuban Missile Crisis, long
viewed as the time when the world
came closest to nuclear war, and a
present turning point in the world’s
assessment of nuclear risks. Russian
President Vladimir Putin’s launch of a
full-scale invasion of Ukraine on Feb-
ruary 24, 2022 — building on the ille-
gal annexation of Crimea and the start
of Russian aggression in the Donbas
in 2014 — has taken place under the
shadow of Russia’s vast arsenal of nu-
clear weapons, used to deter military
intervention from other states, par-
ticularly NATO allies. Thinly veiled
nuclear threats by Putin and his close
associates and discussions of nuclear
use scenarios have served as a regular
reminder of the risks of nuclear esca-
lation and highlighted states’ reliance
on nuclear deterrence: for defensive
purposes in the case of NATO and its
allies which possess nuclear weapons —
France, the United Kingdom, and the
United States — and for both defen-
sive and coercive purposes in the case
of Russia. Membership applications
to NATO by Finland and Sweden
have underlined the appeal of bene-
fitting from a formal nuclear security
assurance.

In parallel, Chinas unprecedented
nuclear expansion and modernization
continue at a rapid pace and without
any arms control or strategic dialogue
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framework in place with the Unit-
ed States. Beijing’s military rise and
provocative activities in the Asia-Pa-
cific, notably in the South China Sea
and the Taiwan Strait, are of great
concern to US allies in the region. In
particular, Japan and Australia have
significantly reassessed their defense
and security environment in recent
years in view of Chinese actions and
are firmly centering their future with-
in the framework of their respective
alliance relationships with the United
States, including the nuclear umbrella
it provides. For South Korea (official-
ly the Republic of Korea, ROK), a re-
cord year of missile testing by North
Korea, which fired nearly a hundred
in 2022,
Pyongyang’s growing nuclear stock-

missiles combined with
pile, serve as a stark reminder of the
necessity of strengthening deterrence,
in particular through Seoul’s alliance
with the United States, including its
nuclear security guarantees.

The 2022 US Nuclear Posture Review
states that by the 2030s, the Unit-
ed States will face two major nucle-
ar powers — Russia and China — as
strategic competitors and potential
adversaries for the first time in its
history.! This places increasing pres-
sure on alliance systems in Europe
and Asia while also highlighting the
interconnectedness between both re-
gions through their reliance on the
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United States as a security provider.
Academic research has looked at the
interdependence of commitments to
different allies, noting the material
and resource constraints that it places
on the security provider if faced with
simultaneous crises.” It has also shown
that in the case of a crisis in one re-
gion, allies from the other region fear
abandonment and de-prioritization by
the United States.? As the war contin-
ues in Europe and competition with
China intensifies, allies in Europe and
Asia are paying close attention to how
the United States deters both Russia
and China, addresses the threat posed
by an increasingly capable nuclear
North Korea, and provides assuranc-
es to allies. They also look at one an-
other to see where and how they can
compensate for security gaps that will
emerge as the United States manages
risks of escalation with two major nu-
clear powers at the same time in ad-
dition to the persistent nuclear threat
posed by North Korea. For instance,
allies are investing in conventional
capabilities aimed at strengthening
deterrence, with significant decisions
being sped up given long timeframes
between procurement decisions and
actual deployments.

Increased focus on the frameworks of
US alliance structures in Europe and
Asia, the fast-moving security environ-
ments in which they operate, and the

rising nuclear threats that they seek
to deter requires a careful look at the
specificities of each region, particular-
ly how extended nuclear deterrence
is practiced and where nuclear risks
can be alleviated. Extended nuclear
deterrence, often referred to as a “nu-
clear umbrella,” is a commitment by
a nuclear weapon state to deter and,
if necessary, respond across a spec-
trum of non-nuclear and nuclear es-
calation scenarios to defend another
state. Such a commitment implies the
potential use of nuclear weapons as a
means of response. However, no use
of force on behalf of an ally or partner
is triggered automatically. This makes
the commonly used term “nuclear se-
curity guarantee” somewhat mislead-
ing despite its widespread acceptance
in policy and academic circles alike.

Amid a worsening security envi-
ronment, the United States and nu-
clear umbrella states in Europe and
the Asia-Pacific are promoting the
strengthening of deterrence, both in
theory — through strategy documents
and political statements — and in
practice — by increasing defense ex-
penditures and procuring new capa-
bilities. This chapter seeks to examine
the implications for extended nuclear
deterrence dynamics in Europe and
the Asia-Pacific in the context of ac-
celerating security crises in both re-
gions. It first provides an overview
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of the concept of extended nuclear
deterrence itself and the particularities
of US-led alliance systems. A second
section looks at extended nuclear de-
terrence in Europe, how it is practiced
in the NATO context, and how Rus-
sia’s war in Ukraine has precipitated a
strengthening around the nuclear um-
brella. A third section focuses on the
United States’ alliance structures in
the Asia-Pacific with Japan, the ROK,
and Australia and recent develop-
ments in the defense postures of these
three states. Finally, a fourth section
will discuss how developments in each
region affect the deterrence calculus in
the other.

What Constitutes a Nuclear
Umbrella?

The US-centered alliance system re-
mains unique in its geographical
scope, resilience, range of frameworks
and, in specific cases, the commitment
by the US military to defend its allies
by the possible use of nuclear weapons
should deterrence fail. Official US nu-
clear declaratory policy states the fol-
lowing: “As long as nuclear weapons
exist, the fundamental role of nuclear
weapons is to deter a nuclear attack on
the United States, our Allies, and part-
ners. The United States would only
consider the use of nuclear weapons in
extreme circumstances to defend the
vital interests of the United States or its
Allies and partners.” The formulation
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of “Allies and partners” allows for
ambiguity regarding the scope of the
nuclear umbrella and was introduced
in the 2010 US Nuclear Posture Re-
view.> However, only NATO allies,
Japan, the ROK, and Australia are
considered to be formally covered by
the US nuclear umbrella. This is be-
cause of the defense treaties that form
the basis of the military relationships
and, beyond that, the ways in which
the United States operationalizes ex-
tended nuclear deterrence in all four
cases. The 1949 North Atlantic Trea-
ty, the 1951 ANZUS Treaty with Aus-
tralia and New Zealand (although the
US suspended its treaty obligations
to New Zealand in 1985 following
the latter’s declared anti-nuclear pol-
icy), the 1953 Mutual Defense Treaty
with the ROK, and the 1960 Treaty
of Mutual Cooperation and Security
with Japan all provide a legal ground-
ing for US security guarantees.

None of these treaties mention nucle-
ar deterrence specifically, but the mu-
tual-defense relationships have come
to include it in their implementation
through declaratory policy, force
structure, and dialogue mechanisms
that address nuclear deterrence specif-
ically. Declaratory policy includes ref-
erences to the US nuclear umbrella in
defense strategies by these allies specif-
ically, US nuclear doctrine, and joint
political statements to communicate
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Estimated Numbers of US Nuclear Weapons Deployed in Europe and Asia

8,000

1962: Cuban? T1991: Presidential
Missile Crisis | P 'Nuclear Initiatives

7,000 ‘
I [
I
i
6,000 ;
: I
I
5,000 !
:

4,000

i
J
|
3,000 ;
I
|
2,000

1,000 1 ;
g NRRRRNERRAARRRRN ERRARRNRRY RRRARRARNRLL LAY LA A
N o Ol Q Q Qo &) o
) o N L ) QS N v
N N 5 5 5 ~ ~ ~
‘1960-2001 Greece
1954-1972 Japan
-1974 Taiwan
) uth Korea
4 Philippines

== Totals in NATO States
= Totalsin Asia also include Guam

Sources: Bulletin of the Atomic Scientists; Federation of American Scientists; Office of the US Secretary of Defense;
National Resources Defense Council.

67



intent. Force structure entails US nu-
clear capabilities themselves and their
deployment as well as exercises. Con-
sultations or dialogues on extended
deterrence through set formats provide
opportunities to determine allies as-
surance requirements. While in theory
the US may extend its nuclear umbrel-
la even wider than over NATO allies,
Japan, the ROK, and Australia — over
Taiwan, the Philippines, or Israel for
example — it implements extended nu-
clear deterrence in practice consistent-
ly and increasingly so only in the case
of NATO, Japan, South Korea, and
Australia. While parallels and linkages
exist, the four alliance structures differ
in their framework, implementation,
historical development, public percep-
tion, and the specific threat landscape
that they address. These differences
will be explored in more detail in fur-
ther sections.

The United States is not the only pro-
vider of nuclear security guarantees.
In the context of the Collective Se-
curity Treaty Organization (CSTO),
language regarding mutual defense,
similar to NATO’s Article V, has im-
plied a Russian nuclear umbrella over
Armenia, Belarus, Kazakhstan, Kyr-
gyzstan, and Tajikistan. However,
there is little evidence of extended nu-
clear deterrence in practice within the
CSTO itself. The three Central Asian

states are part of a nuclear-weapon free
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zone, and Kazakhstan is even a state
party to the Treaty on the Prohibition
of Nuclear Weapons and a fierce ad-
vocate for nuclear disarmament. Rus-
sia’s bilateral relationship with Belarus
is the only possible exception, given
that Belarus may become a host for
Russian forward deployed nuclear
weapons in the future following a
constitutional change and dual-air-

craft capability certification.®

The act of extending nuclear deter-
rence is in itself an interesting com-
ponent of international relations. It
first entails deterrence, which, in the
security domain, means preventing
an armed attack or form of aggres-
sion. Nuclear deterrence introduces
the threat of retaliation by highly
devastating nuclear means, even in
the case of first use. The scope of dam-
age that nuclear weapons can inflict
heightens the consequences of deter-
rence failure significantly.” A func-
tioning nuclear deterrent requires
both credible nuclear capabilities and
a communicated willingness to use
them.® Extended nuclear deterrence,
by definition, extends the coverage
of a state’s nuclear deterrent to oth-
er states — generally allies that do not
possess nuclear weapons themselves —
which makes credibility significantly
more difficult, as it depends not just
on the adversary’s perception but
also the ally’s. According to political
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Evolution of Allied Opinions of the United States 2013-2022
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scientist Mira Rapp-Hooper, “nucle-
ar security guarantees are perhaps the
most extreme promise one state can
make to another” given their unilater-
al nature and the ambiguous language
in which they are framed.” A state
providing such a guarantee commits
to an ally’s defense, including through

nuclear means if the security provid-
er deems it necessary, acknowledging
that this may result in becoming the
target of nuclear retaliation. For a
state benefiting from extended nu-
clear deterrence, it represents the ul-
timate assurance of its security and
sovereignty.!?
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Qualifying nuclear security guaran-
tees as “the most extreme promise” is
not an exaggeration when considering
the level of confidence in the United
States that it requires of allies. After all,
nuclear authority always remains with
the US president. Credibly extending
deterrence therefore also requires con-
stant assurance efforts. Experts and
officials often describe the challenge
of assurance in the case of NATO by
quoting Denis Healey, Britain’s defense
minister in the late 1960s: “It takes
only five per cent credibility of Amer-
ican retaliation to deter the Russians,
but ninety-five per cent credibility to
reassure the Europeans.”!" Numerous
public debates in the last 60 years have
wondered whether the US would sac-
rifice  Washington, DC/Seattle/New
York for Tokyo/Seoul/Vilnius. Such
fears were heightened in the last sev-
eral years following President Don-
ald Trump’s regular criticisms of and
threats to withdraw from alliances.
Assuring allies requires substantial and
consistent consultation efforts from
the United States. These have been
increased under the Biden administra-
tion, which has sought to strengthen
alliance relationships by placing them
at the core of its defense strategy.'?
Much remains to be done, however, to
restore credibility, reassure allies, and
adapt extended deterrence mechanisms
for evolving threat environments while
also ensuring nuclear risks are reduced,

70

STRATEGIC TRENDS 2023

the threshold for nuclear use is raised,
and arms control measures are pur-
sued in coordination with allies.

Extended Deterrence in Europe:
NATO

NATO presents the most formalized
case of extended nuclear deterrence
commitment through the indepen-
dent strategic nuclear forces of the
United States supplemented by nu-
clear sharing arrangements. France
and the United Kingdom, as nuclear
weapon states with their separate ca-
pabilities and launch authorities, also
contribute to NATO’s security. While
US strategic nuclear forces form the
core of security guarantees to NATO,
they are often overshadowed in Euro-
pean policy debates by the additional
nuclear sharing agreements that en-
able a greater form of participation
by non-nuclear allies in nuclear plan-
ning. These nuclear sharing arrange-
ments, which are unique to NATO,
involve the deployment of around
100 US nuclear weapons in six Eu-
ropean bases located in Italy, Germa-
ny, Belgium, the Netherlands, and
Turkey."” These non-strategic nucle-
ar weapons remain in the custody of
US Air Force personnel, and the US
president maintains launch authority
over them. However, European host
nations provide both the dual-capa-
ble aircraft and air force personnel to
support nuclear missions.
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All NATO allies except for France
take part in the Nuclear Planning
Group, which serves “to exercise col-
lective political control over NATO’s
nuclear mission.”'* Allies pushed for
nuclear sharing arrangements early on
because they questioned the credibili-
ty of US guarantees and wanted great-
er influence over nuclear weapons
policy." The United States agreed to
such arrangements because it feared
allies would choose to develop their
own nuclear weapons programs and
also due to other factors including
financial reasons. The Nuclear Plan-
ning Group, along with other nucle-
ar-related NATO bodies,'® provides
a framework for consultations on
nuclear strategy, policy, force struc-
ture, and safety. US officials use these
frameworks to discuss issues beyond
those that relate to US forward-de-
ployed nuclear weapons in Europe,
viewing them as broader forums to
brief NATO allies on technological
developments, arms control negotia-
tions, and other sensitive issues relat-
ed to nuclear forces. The consultation
mechanism, while based on the nucle-
ar sharing arrangement, is extensive
and, arguably, as important as the for-
ward-deployed weapons themselves.
NATO

nuclear mission also includes conven-

allies’ involvement in the

tional support of nuclear operations
in so-called SNOWCAT exercises
(Support Nuclear Operations With

Conventional Air Tactics) and in the
annual Steadfast Noon nuclear force

exercise.

NATO’s nuclear posture has under-
gone several changes since the end of
the Cold War. First is the change in
quantities, with the number of for-
ward-deployed nuclear weapons to
Europe being reduced from 8,000
non-strategic weapons at the height
of the Cold War to 200 in the early
1990s to around 100 nuclear gravity
bombs today.!” Most of these reduc-
tions took place under the 1991 Pres-
idential Nuclear Initiatives, when the
United States withdrew the bulk of its
non-strategic nuclear weapons from
Europe. By the late 1990s, the United
States also lowered the readiness crite-
ria for NATO-assigned nuclear forc-
es, and the Nuclear Planning Group
discarded plans for the use of nuclear
weapons against any particular adver-
sary.'® Some allies, notably Germany
and Canada, raised the possibility of
reducing reliance on nuclear deter-
rence through proposals involving the
withdrawal of all US nuclear weapons
from Europe, thereby relying solely
on US strategic assets, or the adop-
tion of a no-first-use nuclear doctrine.
While nuclear deterrence became less
prominent in NATO debates at the
turn of the century, these suggestions
did not find broad support within

a growing alliance that welcomed
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former Warsaw Pact countries more
concerned about Russia.

In the two decades following these
reductions, nuclear sharing arrange-
ments took on a more political role,
becoming a symbolic element of
NATO nuclear deterrence and more
crucially of the “linkage between Eu-
ropean and American security.”!” Reg-
ular waves of support for arms control
as well as disarmament solutions with-
in NATO countries have translated
into public debates, including within
some European parliaments, on the
role and necessity of nuclear sharing
arrangements. Since the entry into
force in 2011 of New START, the last
arms control treaty between the Unit-
ed States and Russia that limits stra-
tegic nuclear weapons, a key objective
for the US and NATO allies has been
the reduction or elimination of Rus-
sian non-strategic nuclear weapons. In
that context, US non-strategic nuclear
weapons deployed in Europe could be
put on the negotiating table, but only
within the framework of a mutual and
verifiable treaty. Such a prospect seems
extremely unlikely since February
2022, even more so following Russia’s
decision in February 2023 to suspend
its participation in New START.

Over the last decade, NATO has
steadily updated its nuclear posture
in various ways. The Alliance has
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strengthened its declaratory nuclear
policy through consistent referenc-
es to nuclear deterrence in summit
communiqués, statements by the
Secretary General and in the latest
Strategic Concept, providing com-
mon language for allies. The gravity
bombs themselves are being replaced
by a newer model, the B61-12, which
allows for increased accuracy and has
lower-yield options. Host countries
are all procuring F-35 fighter jets,
with the exception of Turkey, which
was expelled from the F-35 program
following its purchase of the Russian
S-400 missile defense system. The
procurement decision for Belgium,
the Netherlands, Germany, and Italy
ensures the continuation of their nu-
clear sharing mission.

Russia’s full-scale invasion of Ukraine
in 2022 has provided an acute re-
minder of the role that extended nu-
clear deterrence plays for NATO. It
also highlighted differences between
allies and partners, with Ukraine
clearly not benefitting from NATO’s
Article V' guarantee. For Finland
and Sweden, whose partnership with
NATO was more enhanced than
Ukraine’s, full NATO membership
represents an additional layer of se-
curity guarantee now deemed neces-
sary in the face of Russian aggression,
including the “supreme guarantee of

the security of the Alliance” provided
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by nuclear deterrence.?’ NATO cohe-
sion and condemnation in response to
Russia’s war in Ukraine has remained
steadfast. For the most part, allies have
also closely coordinated their respons-
es, or pointedly their lack thereof, to
Russian nuclear rhetoric. Yet, Russian
attempts at nuclear coercion and use
of nuclear rhetoric will require a re-ex-
amination of various nuclear use sce-
narios and agreement by all allies on
how to manage these different poten-
tial levels of escalation.

Extended Deterrence in Asia: A
Network of Alliances

The United States’ network of allianc-
es in the Asia-Pacific is distinct from
NATO and operates largely on a bilat-
eral basis. Further coordination exists
through formats such as the Quad,
which includes the United States, Ja-
pan, Australia, and India, as well as
through broader joint military exercis-
es and through trilateral coordination
meetings among the United States,
the ROK, and Japan. However, these
are nowhere near the level of conven-
tional military integration and coor-
dination that exists within NATO.
Historical differences and develop-
ments, a broader geographical scope,
and a larger diversity of interests have
hampered the prospect of a defense
alliance similar to NATO that would
have included the ROK, Japan, and
Australia during the Cold War. These

divergences continue to exist today,
primarily due to different security
priorities, placing limits on how far
certain cooperation formats can go.

Neither the ROK, Japan, nor Austra-
lia have nuclear sharing agreements
with the United States. Past deploy-
ments of US nuclear weapons in Ja-
pan between 1954 and 1972 and in
the ROK between 1958 and 1991
included allied
through dual-capable aircraft or the

never involvement

level of consultation that exists in
NATO’s Nuclear Planning Group.
Today, extended nuclear deterrence
is solely provided through US strate-
gic nuclear forces. Non-proliferation
considerations were prevalent during
the Cold War and played an import-
ant role in the continued provision
of US nuclear security guarantees.
All three states considered the de-
velopment of an indigenous nuclear
weapon capability, with Seoul actively
pursuing a program in secret in the

1970s.2!

The threat landscape which extend-
ed nuclear deterrence arrangements
in the Asia-Pacific address has set the
tone for their prominence in alliance
relationships. The US-ROK alliance
is centered on the nuclear and con-
ventional threat posed by North Ko-
rea, one whose geographical proxim-
ity to the ROK has meant deterrence
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issues have been front and center of
the relationship. A growing and diver-
sifying North Korean nuclear and bal-
listic missile arsenal, reinforced by an
increasing number of missile launch-
es in the past few years, and the dim
prospects for denuclearization provide
a strong imperative for the US-ROK
alliance to strengthen deterrence ca-
pabilities. At the level of the alliance,
this is being implemented through the
revival of the Extended Deterrence
Strategy and Consultation Group in
2022 to enhance high-level exchanges,
US plans to exercise strategic assets in
the region such as combined training
of fighter jets, or the deployment of
a carrier strike group, and improved
information sharing and joint exercis-
es.?> Communication on these devel-
opments remains sensitive, however,
as a recent public spat between Seoul
and Washington about defining joint
military exercises involving scenarios
of North Korean nuclear use as “joint
nuclear exercises” demonstrated.?? For
the United States, “joint nuclear exer-
cises” would imply a level of involve-
ment in nuclear planning that exists
in a limited fashion only with NATO,
hence the official pushback against us-
ing such a term in the Korean context.

The semantics dispute reflects ROK
aspirations for greater involvement
in extended nuclear deterrence mech-

modelled on NATO that

anisms
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regularly resurface in public, expert,
and even official discussions.?* Such
aspirations are often linked with
or tap into pro-nuclear public sen-
timents,”> whereby public officials
— including even the president®® —
claim that a domestic nuclear option
remains a possibility. The require-
ments for reassuring the ROK are
therefore more delicate than for other
US allies. The close proximity of the
nuclear threat that South Koreans
face partly explains why South Kore-
an officials and the public may look
for stronger and more visible deter-
rence symbols. For Washington, this
involves a balance between deepening
extended deterrence and enabling al-
lies to contribute more convention-
ally on the one hand, and managing
proliferation risks on the other. Fur-
thermore, Washington’s clear focus
on China as the primary challenge
to US national security and target
of deterrence efforts places pressure
on Seoul, which has long pursued a
policy of “strategic ambiguity” vis-a-
vis China, its largest trading partner
and a key player in any future frame-
work involving North Korea’s nuclear
capabilities.?”

The United States increasingly shapes
its defense strategy with the objective
of countering Chinese aggressive and
coercive actions in the region. While
the ROK has refrained from aligning
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itself with US China policy, Japan is
largely in agreement with US assess-
ments of Chinese security threats, al-
though they are framed more carefully
in its defense strategy. Japan’s reliance
on US extended nuclear deterrence
has mostly existed in the background
during and in the immediate post-
Cold War era given Japan’s history as
the only state to have been the target
of nuclear weapons use in war. Public
references in US and Japanese politi-
cal statements and policy documents
began to appear more regularly fol-
lowing North Korea’s first nuclear test
in 2006. Yet, Japanese officials also be-
came particularly fearful of abandon-
ment with little opportunity to discuss
specific extended nuclear deterrence
concerns, leading to the creation in
2010 of the Extended Deterrence Di-
alogue. The twice yearly consultation
mechanism has largely been a success,
enabling regular high-level exchanges
on nuclear deterrence issues, visits to
US nuclear sites which contribute to
extended nuclear deterrence, and par-
ticipation in table-top exercises and
scenario planning.?

Alignment on China has also led
Australia to seek even closer defense
ties with the United States through
AUKUS, a new trilateral defense part-
nership launched with the United
States and the United Kingdom in
September 2021. Canberra’s reliance

on US nuclear security guarantees has
been stated publicly and consistent-
ly in Australian defense documents,
including the 2016 Defense White
Paper, and occasional statements by
public officials. Yet, compared to Ja-
pan or the ROK, Australia’s reliance
on extended nuclear deterrence has
been less conspicuous and less present
in US statements. Australia does host
the joint intelligence facility at Pine
Gap, which plays a crucial role in US
early warning systems, and is perhaps
the most visible component of deter-
rence cooperation. Recent announce-
ments of the planned deployment of
US nuclear-capable bombers to Aus-
tralia serve further deterrence signal-
ing purposes.”” Both North Korean
and Chinese nuclear developments
have increased the value of extended
nuclear deterrence for Australia and
shifted conversations in Canberra on
how to contribute to US deterrence
efforts in the region.®® The procure-
ment of nuclear-powered submarines
armed with conventional missiles un-
der AUKUS is one outcome of these
considerations, which would provide
Australia with a significant conven-
tional deterrence capability in the
long term while increasing defense
cooperation with the United States
and the United Kingdom.

The United States’ nuclear security
guarantees have not formally applied
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to Taiwan since the 1970s. However,
Taiwan likely fits within the ambigu-
ous scope of the US formulation “Al-
lies and partners.” Concerns regarding
the operationalization of the informal
US nuclear security guarantee to Tai-
wan and how this would involve other
allies have grown more prevalent with
the prospect of scenarios regarding a
potential Chinese attack to reclaim
Taiwan. These concerns are increas-
ingly addressed in the context of bi-
lateral consultation mechanisms — to
a lesser extent with the ROK, where
discussions are linked to deterring po-
tential North Korean opportunistic
behavior that may occur in parallel to
an escalation around Taiwan.

Nuclear Reverberations Across
Alliances

Deepening  great-power
tion in both Europe and Asia has

competi-

placed considerable strain on the
United States, which has to balance
the requirements of simultaneously
deterring two nuclear competitors —
Russia and China — and a persistent
nuclear threat, North Korea. This
challenge was not unforeseen but has
become much more pressing in the
last year as a result of Russia’s war of
aggression, the subsequent breakdown
of arms control discussions between
the United States and Russia, closer
relations between Russia and China,
the intensification and acceleration of
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China’s nuclear build-up — as well as
North Korea’s at a smaller but still in-
creasingly dangerous scale.

Planning for contingencies relat-
ed to a Chinese invasion of Taiwan
and North Korean aggression, both
of which involve risks of nuclear es-
calation, while Russia continues to
threaten European security through
its war of aggression in Ukraine
brings allies face to face with the like-
ly prospect of having US capabilities
and attention spread too thinly be-
tween two regional theaters and two
nuclear adversaries. Russias failure
to swiftly or decisively take control
of Ukraine, as well as the failure of
nuclear threats to deter NATO allies
from supporting Ukraine through
constant weapons deliveries or from
imposing sweeping sanctions on Rus-
sia, provides important lessons for
China. At the very least, such consid-
erations may have delayed Beijing’s
plan to take over Taiwan by force, as
it will need to make sure it can do
so rapidly. Observed changes to Chi-
nas nuclear forces — increasing and
diversifying the number of nuclear
systems, progress toward operational-
izing a working triad, likely changes
toward a launch on warning posture
— all predate Russia’s invasion. So
far, China maintains its declaratory
no first use policy, which it would
gain little benefit from discarding
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prematurely, if at all. Given that no
first use is at the core of China’s nucle-
ar doctrine, Beijing may refrain from
engaging in the same type of rhetor-
ical nuclear threat-making as Russia.
During the G20 in Bali in November
2022, Xi Jinping and Biden high-
lighted their opposition to “the use
or threat of use of nuclear weapons in
Ukraine,”! in what has been under-
stood as an implicit rebuke of Putin’s
nuclear threats.

North Korea is similarly observing
developments in Europe and retain-
ing some lessons from it, but these are
unlikely to change initial North Ko-
rean aims in terms of its nuclear and
missile developments. A Russian suc-
cess would prove that nuclear weapons
work as a tool of coercion and deter-
rence, strengthening Pyongyang’s hold
on its nuclear deterrent and making
any already distant prospects for de-
nuclearization a pipedream. A Russian
defeat, while serving as a cautionary
tale, would not ultimately change
North Korean nuclear developments,
as the Kim regime sees them as the
ultimate guarantee of its survival. A
Russian defeat would likely leave US
alliances around the world stronger,
which does not benefit the North.
China’s failure to provide direct mili-
tary assistance to Russia, at least as of
this writing, may be the most direct
lesson the North can take.??

For US allies in Asia, the war has il-
lustrated that nuclear security guar-
antees are essential for deterrence.
Ukraine does not benefit from the
US nuclear umbrella over NATO and
was invaded by Russia. The war has
also reinforced the common front
that NATO allies have been able to
uphold in their denunciations of Rus-
sian aggression and military support
for Ukraine, perhaps raising expecta-
tions of solidarity among US allies in
Asia in the event of an attack, despite
the absence of a treaty or mechanism
joining them all together. The ROK,
Japan, and Australia have all firmly
denounced Russian actions and tak-
en part in sanctions against Moscow.
In recent strategies or political state-
ments, they have also all emphasized
their commitment to the stability of
the region and the rules-based inter-
national order as well as cooperation
with like-minded partners. The war
in Ukraine has shown the lengths to
which autocratic nuclear states are
willing to go in pursuit of their re-
visionist aims, raising the fear that
“Ukraine may be East Asia tomor-
row,” in the words of Japanese Prime
Minister Fumio Kishida.?

Kishida, in remarks delivered at the
June 2022 NATO Summit, also stat-
ed that “the security of Europe and of
the Indo-Pacific is inseparable” and
called for increased cooperation with
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NATO, echoing the NATO Strategic
Concept, which outlines the need for
strengthened dialogue and cooper-
ation to “tackle cross-regional chal-
lenges and shared security interests.”
The presence of the heads of state of
Japan, the ROK, Australia, and New
Zealand at the NATO summit — a
first — was a symbolically strong and
visible signal of cooperation between
European and Asian allies. Further
steps to operationalize cooperation
with NATO have included high-pro-
file visits by NATO Secretary Gener-
al Jens Stoltenberg to Japan and the
ROK in January 2023; the opening of
a ROK diplomatic mission to NATO;
Japanese, South Korean, and Austra-
the NATO
Cooperative Cyber Defense Center

lian involvement with
of Excellence; and cooperation by all
states with NATO’s Science for Peace
and Security Program, including the
recent launch of a dialogue platform
titled “Futures in the Indo-Pacific.”**
While most cooperation takes place
in fields related to emerging technol-
ogies, countering disinformation and
maritime security, there are opportu-
nities for dialogue on how extended
nuclear deterrence is operationalized
across alliances. Deterrence and as-
surance requirements in Asia are dif-
ferent, as was established in previous
sections, but greater exchanges regard-
ing consultation formats, processes,
and insights into practices of extended
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deterrence may be useful, particularly
for South Korea and Australia.

As US allies in Asia move closer to
each other and to NATO, China
will also sharpen its rhetoric de-
nouncing nuclear sharing and what
it sees as Cold War practices. The
development, however unlikely, of
NATO-like nuclear sharing arrange-
ments in Asia has been one of China’s
greatest concerns in terms of US al-
liances. Beijing has currently latched
onto AUKUS in particular as the out-
let for its aggressive multilateral nu-
clear diplomacy — with little success
so far — but will likely broaden the
scope of its ire in the wake of Japanese
defense ambitions and South Korean
President Yoons nuclear remarks,
in which he declared that the ROK
would consider building its own nu-
clear arsenal if the threat it faces from
the North continues to increase. The
risk here is for China to become an
active dissenter in multilateral nucle-
ar forums, joining Russia in the ranks
of those working against the system.
Given the need, particularly for the
United States, to increase dialogue
with China on nuclear issues, it seems
likely that the broader context will
complicate these efforts even further.

The convergence of deterrence cri-
ses in both Europe and Asia and the
quick pace of developments has led
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to significant policy decisions in allied
countries linked to important conven-
tional capabilities or defense modern-
ization policies, tying their fates closer
to the United States and placing their
faith in the long term on the nuclear
security guarantees that it provides.
These fast developments, while ob-
viously not happening in a vacuum,
run the risk of missing steps, notably
public debates and consultations not
being implemented properly or even
failing to deliver entirely, adversely af-
fecting the credibility of extended nu-
clear deterrence. Australia’s submarine
procurement or NATO membership
for Sweden are two such examples in
which, given the long-term implica-
tions of these choices, public debates
may still turn against them or, should
officials be unable to deliver, could
send conflicting signals to adversaries.

Further repercussions of a re-focus
on deterrence policies in allied coun-
tries can be expected. Domestically, a
return to the forefront of deterrence
arguments forces debates in countries
that have long been uncomfortable
with the realities of extended nuclear
deterrence.”® In Japan, for instance,
the public broadly supports signing
the Treaty on the Prohibition of Nu-
clear Weapons, which, among other
things, condemns the practice of ex-
tended nuclear deterrence.’® Region-
ally, actions taken by the US and its

allies under the framework of deter-
rence, while defined in reaction to
those of perceived adversaries, are
carefully observed by those same
states, leading to action-reaction cy-
cles, particularly in the absence of dia-
logue. Internationally, a resurgence of
deterrence-forward strategies and lit-
tle progress on disarmament measures
will have implications for the global
nuclear order in the medium to long
term with further polarization likely
within the Nuclear Non-Proliferation
Treaty regime.

Managing Deterrence without
Arms Control

Rising nuclear threats in both Europe
and Asia have highlighted the cru-
cial role that extended nuclear deter-
rence plays in alliance relationships
as well as the increasing challenge for
the United States to deter two major
nuclear powers at the same time, in
addition to threats posed by North
Korea. As the only state to practically
extend a nuclear umbrella, the United
States faces requirements in terms of
capabilities, coordination, and leader-
ship that should not be underestimat-
ed. Assuring various allies, balancing
their requests for more involvement
or further visibility of nuclear or oth-
er strategic assets in either region, and
offering persuasive arguments in do-
mestic political debates on nuclear se-
curity guarantees all create challenges
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for extended nuclear deterrence and
its operationalization by the United
States.

The absence of arms control or dis-
armament measures to temper unre-
strained competition creates further
risks of escalation as a return to deter-
rence dynamics is occurring without
any concrete parallel progress on risk
reduction in either region. US-Rus-
sia arms control is in limbo following
Russia’s suspension of New START
in February 2023, no high-level bi-
lateral dialogue on nuclear issues was
ever established between the United
States and China, and steps toward a
framework eliminating North Korea’s
nuclear weapons program fizzled out
after the failure of the 2019 Trump-
Kim Hanoi summit. European al-
lies’ closer history with arms control,
through NATO consultations as well
as the implementation of convention-
al arms control measures, has no direct
equivalent in Asia. Asian states may
also take another lesson from the war
in Ukraine, which is that nuclear arms
control efforts cannot work unilateral-
ly and have little use when one negoti-
ating side actively manipulates nuclear
risks or shuns any attempts at increas-
ing transparency or predictability.

NATO and the US network of allianc-
es in the Asia-Pacific are built around
much more than nuclear security
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guarantees, which are only a subset
of broader mutual defense commit-
ments. Their longevity and resilience
reflect continued political, financial,
and military investments since their
inception while shared security in-
terests have ensured continued US
engagement in both transatlantic
and transpacific theaters. The United
States and allies have strengthened
conventional deterrence over time,
enhanced dialogue and consultation
mechanisms, and added layers of fur-
ther defense cooperation elements.
Yet, the nuclear umbrella has also en-
dured and remains a decisive element
of US commitment to its alliances
in Europe and Asia that is unlike-
ly to disappear in the near to medi-
um-term future.
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CHAPTER 4

How India Navigates a World
in Transition

Boas Lieberherr

India’s foreign policy seeks to avoid overdependence on any country while
leveraging diverse partnerships in a quest for security and status as an
emerging major power. The current international balance of power and
closer cooperation with the US and its allies increase India’s global influence,
while significant differences about ideas of order remain. At the national and
regional levels, India faces major challenges. Its first foreign policy objective —
and limitation — remains economic and social development.

A

Indian Prime Minister Narendra Modi speaks at a news conference during the German-Indian
government consultations on May 2, 2022 in Berlin, Germany. Lisi Niesner / Reuters
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The economic, political, and strategic
weight of India is growing. India is
expected to become the world’s most
populous country in 2023, and ac-
cording to some forecasts, the world’s
third-largest economy in the next de-
cade. It is a nuclear weapon state and
not a party to any military alliance. In
2023, India takes over the G20 presi-
dency. It seeks to use this historic op-
portunity to raise its leadership profile
and act as a “bridging power” between
East, South, and West. In the same
year, India chairs the Shanghai Coop-
eration Organization (SCO) and will
host Eurasian heads of states, likely in-
cluding Vladimir Putin and Xi Jinping.
New Delhi also assumes a central role
in the Quadrilateral Security Dialogue
(Quad) — an Indo-Pacific cooperation
format with the United States, Aus-
tralia, and Japan that aims to develop
alternatives to a possible Sinocentric
regional order.! And as Europe intends
to diversify its relations in Asia beyond
China, India is increasingly viewed
from a geostrategic perspective rather
than just an economic one. As a result,
India’s political and strategic influence
and agency at the global level are likely
to further increase in the years ahead,
including when it comes to negotiating
new forms of order in the Indo-Pacific.

India’s abstention from various UN

votes to condemn Russias invasion
of Ukraine has raised questions about
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New Delhi’s foreign policy direction.
The remarkable strategic convergence
between India and the US and its al-
lies over the past decade might have
suggested a different voting pattern.
India has become the US’ counter-
weight of choice against China, as well
as an indispensable partner in Europe-
an Indo-Pacific strategies. At the same
time, however, New Delhi continues
to maintain close relations with Rus-
sia, cooperates with Moscow and Bei-
jing in formats such as the SCO and
the Brazil-Russia-India-China-South
Africa (BRICS) dialogue, and China
remains its second most important
trading partner despite a structural
rupture in bilateral relations. The flood
of diplomatic visits to New Delhi fol-
lowing the start of Russia’s invasion of
Ukraine from the US, China, Russia,
and Europe illustrates how various
actors are bidding for India’s support.
India’s diversified bilateral and mini-
lateral relationships seem to break the
logic of simple dichotomies. It is diffi-
cult to assign India to a specific “side.”

The future of the global balance
of power hinges on events in Asia.
Therefore, it is important for Europe
to better understand the foreign pol-
icy of one of Asia’s most significant
powers and an increasingly important
bilateral partner, India. It was only
30 years ago, at the end of the Cold
War, that India underwent a drastic



INDIA’S

domestic transformation. The demise
of its longtime ally, the Soviet Union,
and a severe balance of payments cri-
sis forced New Delhi to adapt its for-
eign policy. India pursued a strategy
of non-alignment from independence
until 1991, but it has since moved to
an approach known as strategic auton-
omy or multi-alignment. While the
former was an attempt to minimize
costs and risks associated with being a
weak power, the latter is a quest for se-
curity and status as an emerging major
power.? Non-alignment was designed
to maintain equidistance between the
great powers, whereas the new ap-
proach aims at avoiding too great a

dependence on any major power.’

In the last decade, again, not only has
India’s external environment changed
significantly with the rise of China,
but so has the domestic political en-
vironment with the election of Prime
Minister Narendra Modi and the
Bharatiya Janata Party (BJP) in 2014.
The latter event brought an end to 25
years of weak coalition governments
and marked the first time in India's
history that a right-wing party had
a clear majority in Parliament. The
new prime minister has injected new
energy and greater visibility into the
conduct of foreign relations and has
successfully used it for domestic po-
litical purposes. Unlike previous gov-
ernments, the BJP’s ideology and the
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language in which its foreign policy is
embedded follow a religious narrative
of a Hindu nation rather than a sec-
ular vision of an Indian civilization.

Three factors particularly shape In-
dia’s current foreign policy. Despite
the recurring enthusiasm about the
“rise of India,” its greatest strategic
challenge — and limitation — remains
domestic economic and social devel-
opment. First and foremost, India
seeks partners to achieve this goal.
Second, China’s rise complicates New
Delhi’s strategic environment on var-
ious levels — on the disputed border,
in Indias neighborhood, and in the
Indian Ocean. Growing competition
between the US and China and a new
balancing behavior by states around
the world, however, seem to provide
India with levers to better address
these challenges. In this context, fi-
nally, India is moving closer to the
US, while continuing to diversify its
external partnerships with countries
such as Australia, France, Iran, Israel,

Japan, and Saudi Arabia.

Today, India’s foreign policy may once
again be at an inflection point. On the
one hand, the alignment between In-
dia and the US and its allies could be-
come even closer. The war in Ukraine
and the resulting weakening of Rus-
sia, China’s more muscular approach
toward India, and the Sino-Russian
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“no limits” partnership put India in a
difficult strategic position. With India
facing the prospect of a unipolar Asia,
the role of the US and its allies as bal-
ancers vis-a-vis China and its potential
junior partner, Russia, will become
increasingly important. On the other
hand, India’s conceptions of global or-
der are in various ways closer to those
of China and Russia than to those of
the US and its allies. In theory, this
could contribute to New Delhi’s ability
to act as a “bridging power.” However,
in conjunction with domestic trends of
democratic erosion and growing illib-
eralism, this also adds uncertainty to
India’s foreign policy trajectory.

The purpose of this chapter is to shed
light on the various facets of India’s
foreign policy — the ends, the means,
and the internal and external envi-
ronment in which it operates. The
next section looks at the origins of the
concept of non-alignment that guid-
ed India’s foreign policy in the past,
as well as the transformative changes
the country underwent just 30 years
ago. The foreign policy of the Modi
government is then examined in more
detail and placed in a national, region-
al, and international context. What
follows is an outlook on how the key
trends that characterize India’s current
foreign policy may evolve in the medi-
um term and how this may affect the
future order in the Indo-Pacific.

86

STRATEGIC TRENDS 2023

From Isolation to Integration

To better understand India’s foreign
policy today, it is important to look
at its past. Non-alignment, strategic
autonomy, and multi-alignment are
the concepts often used to describe
the strategies that have guided Indi-
an foreign policy since independence
in 1947. It is only 30 years since In-
dia underwent major political and
economic transformations. After the
Cold War, a socialist India ventured
into partial economic liberalization
and integration into the world econ-
omy, increasingly shed its anti-West-
ern attitudes, and began to see itself
as an emerging major power. India
deepened engagement with the US,
pursued rapprochement with China,
and sought to overcome its strategic
isolation in the neighborhood. The
associated discourse about the new
direction of India’s foreign policy still
reverberates today.

India’s foreign policy from indepen-
dence until the end of the Cold War
was characterized by the strategy of
non-alignment. In 1947, after a cen-
tury of colonial occupation, India was
facing tremendous social and economic
challenges. Jawaharlal Nehru — India’s
first prime minister and foreign policy
architect — did not want to risk India’s
hard-won independence by moving
into the ambit of the US or the Soviet
Union. He described non-alignment
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as an intention “to keep away from
the power politics of groups aligned
against one another, which have led in
the past to world wars and which may
again lead to disasters on an even vaster
scale.”® Nehru's thinking was driven by
the conviction that India should set an
example that other countries, especial-
ly in Asia and Africa, might emulate.
India became a forerunner of the Non-
Aligned Movement and a vocal advo-
cate for disarmament, decolonization,
and anti-racism. Economically, India
turned inward and sought self-reliance,
characterized by central planning and
ambitious infrastructure projects.

In practice, non-alignment did not
necessarily mean equidistance be-
tween the great powers. In the second
half of the Cold War, India moved
closer to the Soviet Union. New Delhi
also emerged “as the most articulate
opponent of the Western world view,”
and the concept of non-alignment “ac-
quired a decisively anti-Western ori-
entation.” While other states in Asia
liberalized, India’s economy remained
mixed. Relations with the US became
increasingly strained, reinforced by Pa-
kistan’s emergence as a pivotal US ally.
On the eve of the Indo-Pakistani war
in 1971, India and the Soviet Union
signed the Treaty of Peace, Friendship
and Cooperation in response to grow-
ing Pakistani ties with the US and
China. While India was a champion of
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non-intervention on the global stage,
it became more interventionist in its
immediate neighborhood, = reflect-
ing New Delhi’s perception of South
Asia as its sphere of influence and its
attempt to affirm its primacy in the

subcontinent.

In 1991, the dissolution of the Soviet
Union, Indias long-term ally, as well
as the transformation of the global
order and a balance of payments cri-
sis forced New Delhi to make drastic
policy changes. With the prospect of a
unipolar world dominated by the US,
non-alignment was gradually replaced
by strategic autonomy as the guiding
principle of Indian foreign policy.® This
policy became less ideological, less an-
ti-Western, and more pragmatic. India
attempted “to pursue its national in-
terests and adopt its preferred foreign
policy without being constrained in
any manner by other states.”” Instead
of seeking to avoid involvement in the
great-power system, India now began
to aspire to a prominent place in it.?
New Delhi ended its autarky at home
and partially liberalized its economy.
This involved deregulation of key sec-
tors, dropping investment controls,
raising foreign direct investment caps,
and initiating the process of privatiz-
ing state-owned enterprises.” This pe-
riod also marked the end of the abso-
lute dominance of the Indian National
Congress (INC). Weaker coalition
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governments followed one-party rule.
This led to a more competitive and di-
verse political environment with new
stakeholders entering India’s foreign
policy discourse, such as businesses and

think tanks.

India also started to engage in diplo-
matic outreach with its long-neglect-
ed immediate and extended neigh-
borhood, as well as with the US. The
“Look East” policy was launched to
find partners in Southeast Asia that
might provide finance and know-how,
as well as opportunities to boost trade.
It was only in 1992 that India estab-
lished relations with the Association
of Southeast Asian Nations (ASEAN).
India also adopted a more benign and
generous approach toward South Asian
countries, which meant that it would
make greater concessions in conflicts
with its smaller neighbors. In 1998,
India conducted five nuclear tests to
demonstrate its nuclear capabilities
and establish itself as a nuclear power.
The tests were a reaction to perceived
security threats, an assertion of India’s
military might, and a demonstration
of India’s scientific and technological
capabilities. India subsequently faced
strong international criticism and
sanctions. At the same time, the tests
also opened up space for diplomacy
and led to intensive engagement with
the US. Three years after the seminal
bilateral civilian nuclear agreement
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with Washington in 2005, New Del-
hi received a waiver from the Nucle-
ar Suppliers Group. This allowed for
sustained close bilateral engagement
with Washington. The US also lift-
ed India-specific export restrictions
on dual-use technologies, enabling
defense and technology cooperation
that otherwise would not have been

possible.

After the turn of the millennium, In-
dia started to seek cooperation with
other major and emerging powers
such as Russia and China on various
global issues in order to mitigate the
negative effects that could come with
the US unipolar moment. The coun-
tries founded the Russia-India-China
(RIC) forum, collaborated on the
BRICS, established a new develop-
ment bank and eventually other insti-
tutions such as the Asian Infrastruc-
ture Investment Bank and the SCO.!°
Manmohan Singh, prime minister
from 2004 until 2014, continued to
pursue a foreign policy with strong
emphasis on economic development.
By the end of 2014, India had signed
30 partnership agreements and had
established stable relationships with
the major powers. This marked the
beginning of India’s multi-alignment
foreign policy.!' India remained crit-
ical of Western-dominated forms
of global governance, continued to
doubts

express about democracy
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promotion in international relations,
and tried to prevent the introduction
of the Responsibility to Protect (R2P),
which altered the basic norms of sov-
ereignty and non-interference in hu-
manitarian emergencies.'> Toward the
end of Singh’s term, relations with the
US again experienced some setbacks,
and economic growth began to slow.

Modi-fied Foreign Policy?

Since 2014, India’s external and inter-
nal environments have again under-
gone substantial changes. While a more
ambitious and aggressive China has
tended to complicate India’s strategic

Quadrilateral Security Dialogue
Shanghai Cooperation Organization

environment, this has also led to an
increase in India’s strategic importance
in global politics. Domestically, for
the first time in India’s history, a right-
wing party commands a clear majority
in the Indian parliament. For nearly
a decade now, India is led by Prime
Minister Narendra Modi and the BJP.
This also marked the end of a 25-year
period of weak coalition governments.
The BJP managed to further increase
its vote share in 2019. Sustained high
approval ratings for Modi and the
weak state of the opposition could
enable him to win a third term in the
next general election in 2024.
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Rarely has an Indian prime minister
sparked such debate about to what ex-
tent his foreign policy differs from that
of his predecessors. His approach has
been described as “transformative” and
associated with “seminal” changes." In
the view of other observers, however,
Modis foreign policy “picks up from
where his predecessors left off and is
characterized by essential continuity.”!4
As an intermediate position, Modi’s
foreign policy of multi-alignment could
be described as a “natural evolution” of
Singh’s policy, as he has offered a clearer
definition of Indian strategic interests,
has pushed forward the bilateral rela-
tionship with the US, and has framed
strategic partnerships as something that
enables rather than restricts autonomy."

Since the 2000s, the basic tenets of
India’s foreign policy have remained
relatively constant.’® India’s foremost
priority has been to advance its eco-
nomic and social development. This is
followed by improving India’s national
security, which concerns internal chal-
lenges, such as the Maoist insurgency
in parts of the country, threats emanat-
ing from Pakistan, a secure periphery,
as well as ensuring a regional balance
of power. India also wants to boost its
status and enhance its role as a “lead-
ing power” in international relations,
and, finally, promote its political and
social ideals and values beyond its bor-
ders. India’s External Affairs Minister
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Subrahmanyam Jaishankar echoed
these goals in a speech in 2019:
“greater prosperity at home, peace on
the borders, protection of our people
and enhancing influence abroad.”"’
In recent years, however, the role that
the US and its allies play in New Del-
hi’s strategic calculus to achieve these
goals has further increased due to

mounting challenges from China.

As with his predecessors, Modji’s for-
eign policy has made economic en-
gagement a priority in order to set
India on the path of rapid economic
growth. After some turbulent years,
Modi has succeeded in restoring a
degree of confidence in Indias econ-
omy.'® Reforms of the foreign direct
investment (FDI) regime, for in-
stance, along with external factors, led
to an increase in foreign investment
in India during his first term."” India
also jumped from 140th rank (2014)
to 63rd (2022) in the ease of doing
business index. At the same time, the
new prime minister sought to deepen
India’s ties with a wide range of coun-
tries, including the US and China. By
re-branding the earlier “Look East”
policy into “Act East,” Modi aimed
to boost not only economic but also
political and military engagement
with states in Southeast and East
Asia, partly in response to the rise of
China. One aspect was to pay more
attention to the security dimension
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of India’s presence in the Indo-Pacific.
The “Neighborhood First” policy also
represents a continuation of earlier
initiatives that sought to build better
relations with neighbors in South Asia.

Undoubtedly, Modi has brought new
energy and visibility to India’s foreign
policy and has articulated India’s inter-
ests more clearly and assertively than
his predecessors. He devoted a consid-
erable amount of his attention to for-
eign relations. Modi has made as many
official trips abroad in his first term as
his predecessor did in a decade, and he
established personal relationships with
foreign leaders such as Donald Trump
and Vladimir Putin. Modi also success-
fully focused on the Indian diaspora,
which he managed to “electrify.”* De-
spite the increased focus on foreign pol-
icy at the highest levels, limited resourc-
es place relatively tight constraints on
the implementation of India’s foreign
policy ambitions. The Indian Ministry
of External Affairs is severely under-
funded and understaffed.?! The Indian
Foreign Service operates with approxi-
mately 900 diplomats, about the same
number as Portugal or New Zealand.
In contrast, Brazil has 2,500 diplomats,
China 4,000, and Japan 5,700.%

In a departure from previous govern-
ments, Modi’s BJP has promised to base
India’s foreign policy on a set of princi-
ples more consistent with what it views
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as Indid’s traditions.?? Hindu national-
ism, or Hindutva, is an important as-
pect of the BJP’s party program. This
ideology aims to create a Hindu nation
based on language, history, culture, ge-
ography, and ancestry.?* In the context
of foreign policy, new narratives have
been crafted that reflect Hindu nation-
alist understandings of the world and
replace older ones. Modi has focused
on cultural and religious diplomacy and
has stressed certain elements such as
yoga. In the future, India could increas-
ingly base its foreign policy aspirations
on a religious civilizational narrative of
a Hindu nation, in addition to general
criteria such as demographic size, eco-
nomic performance, and military clout,
as opposed to a secular narrative of an
Indian civilization as in the past.”

Modi’s energetic approach to foreign
policy, the new language in which to
describe it, and its repeated emphasis
on a “new India” are also likely direct-
ed at a domestic audience. Compared
to his predecessors, Modi and the BJP
have successfully used foreign policy
for domestic political purposes. His
numerous trips abroad were widely re-
ported in the national media. Modi is
portrayed as a globally well-respected
leader who is contributing to India’s
growing international prestige. The
mega-event being organized around
India’s G20 presidency in 2023 — just
ahead of the general elections in early
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2024 — is likely to further support this
narrative. At the same time, national-
ist attitudes in India have continued
to rise in recent years from an already
high level. In a representative survey in
2022, 90 per cent strongly agreed or
somewhat agreed with the statement
“India is a better country than most
other countries,” up from 82 per cent
in 2013.%° Negative attitudes toward
India’s neighbors Pakistan and China
are also high among respondents, at
67 and 65 per cent, respectively. Those
with greater levels of baseline support
for Modi are more likely to have a neg-
ative opinion of Pakistan and China.
Under these circumstances, the Indian
public is unlikely to see much reason
for compromise in political crises with
its two large neighbors.

The remainder of this chapter places
India’s foreign policy in a national, re-
gional, and international context. The
focus is on the challenges that India
is currently facing and how the Indi-
an government is trying to navigate
the complex strategic environment in

which it finds itself.

Domestic Context — Challenges and
Optimism

India’s foremost foreign policy objec-
tive — and limitation — is economic and
social development. This has evolved
from a focus on basic survival after in-
dependence to a much broader set of
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growth and development objectives,
encompassing human capital, the
economy, natural resources, and secu-
rity. While there has been significant
progress on several development indi-
cators in the past few decades, India
is still categorized as a lower-middle
income country with a per capita in-
come of 2,257 USD.?”” The country
faces huge challenges in terms of ed-
ucation, poverty, employment, and
health. The poor state of the health
care system, for instance, became ap-
parent in spring 2021, when the coro-
navirus pandemic led to its de facto
collapse. Despite successes in poverty
reduction, the World Bank estimates
that 45 per cent of the population in
India still lived below the poverty line
of 3.65 USD per day in 2019.%® India
is also home to a large number of il-
literate people, with over 22 per cent
of the population still uneducated.”’
Against this backdrop, one of the rea-
sons given by the Indian government
for increasing its oil imports from Rus-
sia at reduced prices following Mos-
cows invasion of Ukraine was that
the majority of the Indian population
could not afford rising prices. India’s
domestic circumstances can contrib-
ute to its vulnerability in times of crisis
and limit its room for maneuver.

Despite major economic policy chal-
lenges, India is a promising growth
market. The International Monetary
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Fund forecasts that India will be one
of the fastest-growing economies in
the next two years, with projected
GDP growth of 6.1 per cent in 2023
and 6.8 per cent in 2024. According
to some estimates, India may become
the world’s third-largest economy by
2030, while in terms of GDP per cap-
ita it would remain at the lower end
of the scale.’® However, even though
the Indian economy in absolute terms
has recovered to a higher level than
before the pandemic and grew at 6.8
per cent in 2022, GDP growth was
slowing before the pandemic. Observ-
ers saw part of the reason for this in
poorly implemented national policies
such as the currency demonetization
in 2016.%! With its young population,
India also hopes to benefit from the
“demographic dividend.” However,
the provision of jobs for the millions
of young people flooding into the la-
bor market each year will be a chal-
lenge. For instance, the Modi govern-
ment promised to increase the share
of manufacturing in GDP to 25 per
cent.’” Since 2014, however, the figure
has stagnated at around 14 per cent.
So far, the international competitive-
ness of Indian industry has been limit-
ed, with large trade deficits every year.

Following the outbreak of the pan-
demic in 2020, Modi launched the
concept of “Atmanirbhar Bharat” —
self-reliant India. The policy seeks to
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increase Indias self-sufficiency by
promoting the domestic industry and
reducing reliance on foreign suppliers
and imported goods. It also aims to
privatize state-owned enterprises and
build up national champions, for ex-
ample in the technology sector.?® The
bureaucratic rules introduced as a re-
sult could complicate market access,
especially for foreign medium-sized
companies.* India is also looking to
benefit from the global push to diver-
sify supply chains. The Indian govern-
ment supports such efforts with huge
subsidies and has relaxed investment
requirements for foreigners. FDI in
India as a share of GDP has surpassed
that in China in recent years. Global
manufacturers such as Apple, which
today has a tiny share of the Indian
market, are expanding their produc-
tion in India. Apple has previously
used its local manufacturing facilities
in India to assemble older generations
of iPhones. Last year, however, the lat-
est iPhone 14 was also manufactured
in India, just shortly after production

began in China.

The Indian Armed Forces also face
challenges. Eighty per cent of Indian
military platforms are currently desig-
nated as “vintage.”*> While India’s de-
fense expenditures in nominal terms
have been steadily increasing, about
half of the resources are used for sal-
aries and pensions and only about 23
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per cent for the modernization of the
armed forces. Due to a poorly devel-
oped defense industry, India was the
world’s largest importer of defense
equipment from 2012 to 2021.%°
During the Cold War, India developed
a strong dependence on Russian de-
fense equipment that continues to this
day. The Modi government has initi-
ated reforms to address some of the
related issues such as the long-awaited
introduction of the post of Chief of
Defense Staff to improve coordina-
tion among the three services and the
procurement process, a New recruit-
ment program that could reduce In-
dia’s spending on salaries and pensions
in the long run, and the build-up of
the national defense sector under the
self-reliant India campaign. However,
the need for long-term modernization
of the armed forces and the incen-
tive for quick wins for “Atmanirbhar
Bharat” in the defense industry may

potentially conflict with each other.?”

Since Modi took office, there has been
increasing debate in and outside India
about the state of Indian democra-
cy. In 2020, the Swedish Varieties of
Democracy (V-Dem) Institute down-
graded India from an electoral democ-
racy to an electoral autocracy.’® The
23-percentage point drop in the index
between 2013 and 2020 represents
one of the most dramatic shifts among
all countries in the world during this
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time period. The World Bank’s Voice
and Accountability Index, which
tracks, among other things, the right
to freedom of expression and free
media, also shows a steady and sig-
nificant deterioration in India since
2016.%° Although these indices have
their own weaknesses, they point to a
negative trend regarding civil liberties
in India. The Modi government has
used laws on sedition, defamation,
and counterterrorism to push back
against its critics, and is making it
more difficult for civil society organi-
zations to operate in India.® It has also
extended its influence on institutions
that were previously considered inde-
pendent, such as the central bank.?!
Other policies have elicited the criti-
cism that they are directed against the
Muslim minority — more than 200
million people — in India. In 2019,
the Indian government stripped the
only Muslim-majority state of Jammu
and Kashmir of its partial autonomy
and brought it under direct federal
rule. The 2019 Citizenship Amend-
ment Act (CAA) provides an expe-
dited pathway to Indian citizenship
for persecuted religious minorities
such as Hindus and Buddhists from
Afghanistan, Bangladesh, and Paki-
stan, but not for Muslims. Combined
with the planned National Register
of Citizens, which would document
legal citizens and identify illegal im-
migrants, this would complicate the
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situation for Muslims, who are not
offered the same protection under the
CAA as people of other religions.

The Neighborhood — It’s
Complicated

Chinas growing strategic presence
in and engagement with countries
in South Asia and the larger Indian
Ocean region — not only econom-
ic but also politically and militari-
ly — complicates India’s management
of relations with its neighborhood at
various levels. New Delhi is losing in-
fluence in the region vis-a-vis China.
India is surrounded by several smaller
countries, including Nepal, Bangla-
desh, Myanmar, and Sri Lanka, and
large ones with which it has adversarial
relations, namely Pakistan and China.
India’s immediate environment has
always been difficult to manage and
relatively unstable. South Asia is one
of the most poorly integrated regions
in the world, due in large part to the
conflict-ridden relationship between
India and Pakistan. India’s trade and
connectivity linkages with its smaller
neighbors have only begun to grow in
recent decades, with India’s “strategic
culture of insulation” during the Cold
War still reverberating today.*? The
current government, in a continua-
tion of policies since the 1990s, has
stepped up diplomatic engagement, as
well as financial and humanitarian as-
sistance, and has accelerated the work
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on connectivity. In absolute terms,
India is doing more than ever before,
but with competition from China, ex-
pectations and demands are rising as
well.® Since India’s relations with its
smaller neighbors have been charac-
terized by a large disparity in size and
power, growing Chinese involvement
also offers those countries the oppor-
tunity to break free from New Del-
hi’s sometimes tight grip, along with
economic benefits. Other factors such
as financial constraints, slow bureau-
cracy, and a poor implementation re-
cord also limit India’s ambitions and
competitiveness. Against this back-
drop — and in contrast to the past —
India is seeking the support of exter-
nal powers by building partnerships
to counter China’s growing influence
in the region. The growing competi-
tion between the US and China, as
well as India’s important role in the
Indo-Pacific, offer New Delhi levers
in the form of partnerships and access
to funding to better address some of
these negative trends.

A central preoccupation for India
since 1947 has been to manage com-
petition with Pakistan. The two coun-
tries have fought four wars, the last in
1999. Pakistan’s support of terrorist
groups against India after the 1980s,
terrorist attacks against Indian urban
centers such as the 2008 Mumbai
attacks, and subsequent attacks on
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military and police units stationed
along the India-Pakistan border have
contributed to a strained bilateral re-
lationship. Since the 1990s, this chal-
lenge has also been linked to nuclear
deterrence as Pakistan has developed
and tested its own nuclear weapons
with crucial support from China.
The close bilateral ties between Pa-
kistan and China add another layer
of complexity to this dyad. In recent
years, Pakistan-China relations have
expanded from strong defense ties to
significant Chinese investment in the
China-Pakistan Economic Corridor
(CPECQ) that runs through Kashmir.
In contrast to earlier governments
“characteristic restraint,” Modi has
shown more appetite for risk-taking
and more willingness to escalate mil-
itarily with Islamabad, both after ter-
rorist attacks in 2016 and three years
later. # In 2019, a vehicle-borne sui-
cide bomber attacked an Indian Cen-
tral Reserve Police Force convoy in
Kashmir, killing 40 personnel. The
militant  group Jaish-e-Mohammed
(JeM), a banned terrorist outfit from
Pakistan, claimed responsibility for the
blast. In response, India carried out air
strikes in Pakistani territory — for the
first time since 1971 — resulting in air
skirmishes between the two air forces.
During the campaign for the general
election, which took place a month
and a half later, the Modi govern-
ment used the incident to distinguish
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its strong response to Pakistan from
the “weaker” behavior of previous
INC governments. In relative terms,
however, the “Pakistan challenge” has
diminished since the 2000s.% Follow-
ing the 2020 border skirmishes with
China, reports emerged that the In-
dian Army will reorient two infantry
divisions from the Pakistani border
to the Chinese border and further
strengthen other deployments along
the Northern borders. Since Febru-
ary 2021, the ceasefire with Pakistan
along the Line of Control in Kash-
mir, which had been violated daily for
years, has remained stable.

In the extended neighborhood, now
also referred to as the Indo-Pacific,
India has expanded its geopolitical
radius and has gained influence in
recent years, particularly in the area
of security. In this context, too, New
Delhi’s limited material resources con-
strain its growing ambitions. In the
Indian Ocean, India has stepped up
its power projection. It sees itself as a
security provider and first responder
and has increased security coopera-
tion with states in the region such as
Mauritius, Seychelles, and the Mal-
dives. Southeast Asia is recognized as
the heart of the Indo-Pacific. India’s
main partners are Singapore and Viet-
nam, with which security cooperation
has increased from a modest base, fo-
cusing on maritime capacity building
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and exercises. Closer bilateral coopera-
tion with Japan and Australia, as well
as within the Quad on a wide range of
issues, has also contributed to India’s
sharper security profile in the Indo-Pa-
cific. In terms of economic integration,
however, Modi’s “Act East” policy has
so far been only moderately successful.
India remains skeptical of multilateral
trade agreements, reflecting its long-
standing hesitant attitude toward glo-
balization. New Delhi is not part of the
Comprehensive and Progressive Agree-
ment for the Trans-Pacific Partner-
ship (CPTPP), it withdrew at the last
minute from the China-led Regional
Comprehensive Economic  Partner-
ship (RCEP) because it feared an even
larger trade deficit with China, and
it is participating in negotiations on
only three of four pillars — barring the
one on trade — of the US-led Indo-Pa-
cific Economic Framework (IPEF).
While the Modi government has long
refrained from signing bilateral free
trade agreements, it made a U-turn in
2021. In doing so, India aims to gain
access to new export markets, diversify
supply chains, reduce dependence on
the Chinese market, and complement
closer political cooperation with key
partners by means of stronger econom-
ic engagement. India has since signed
agreements with Mauritius, Australia,
and the United Arab Emirates, and is
in negotiations with the UK, the EU,
and Canada, among others.
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The Wider World — Sweet Spot or
Caught in Between?

From an Indian perspective, the inter-
national environment with its many
cleavages is at the same time difficult
to navigate but also offers opportu-
nities if Delhi plays its cards well. In
the current balance of power, India
is often ascribed the role of a “swing
state,” which means that India’s posi-
tioning with respect to various issues
could become increasingly important.
However, this is also a delicate balanc-
ing act that, depending on develop-
ments, could prove detrimental to
Delhi’s position and interests.

India’s relations with China have

become increasingly complicated
in light of the growing power differ-
ential and China’s rising ambitions
and aggressive behavior. Going for-
ward, New Delhi will have to find
effective ways to address this, which
will likely include a combination of
both internal and external balancing,
accommodation, and competition.
The 2020 China-India border clash-
es along the Line of Actual Control
(LAC) in the Himalayas resulting in
fatalities for the first time in more
than 40 years marked a watershed
moment in the bilateral relation-
ship, at least from India’s perspective.
While India has tried to reassure Chi-
na in the past despite closer ties with

Washington, New Delhi has shed its
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reluctance to take a more confronta-
tional stance toward Beijing since the
border incident. It has taken economic
retaliatory measures, such as new rules
restricting Chinese direct investment
and banning nearly 60 Chinese apps.
Shedding past reservations, India also
stepped up its engagement with the
Quad. While Beijing argues that re-
lations should move forward despite
heightened tensions along the LAC,
New Delhi takes the opposite view
that progress in relations cannot be
separated from the border issue. Do-
mestically, the Modi government has
tended to downplay the situation on
the border and has been reluctant to
share respective information with the
public. While this might follow the
logic of a risk management strategy, it
also gives China space to manipulate
India’s denial and reinforce gray zone

tactics. ¢

The situation along the border remains
tense. There is currently no solution in
sight at the tactical or strategic level.
Both countries have built permanent
infrastructures in high-altitude ter-
rain and have deployed some 55,000
troops each, stationed in close prox-
imity. This also places an additional
burden on India’s already limited mil-
itary budget. More financial resourc-
es are urgently needed for military
modernization and the development
of maritime capabilities. The maritime
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domain has only more recently as-
sumed a more prominent role in New

Delhi’s 47
Compared to Indias land borders,

security ~ considerations.
the maritime environment offers stra-
tegic advantages over China because
of India’s geographical position. But
the reach of the Indian Navy remains
relatively limited at present. As India
and China vie for security and in-
fluence in Asia, competition in the
Indian Ocean will likely intensify.
Their respective capabilities to project
military force across the ocean and
establish a lasting strategic presence
will also influence the Asian balance

of power.

Notwithstanding these various points
of friction, China’s economic impor-
tance to India remains crucial. In
2022, Beijing was New Delhi’s sec-
ond-largest trading partner and the
bilateral trade balance reached a new
high — with a large trade deficit for
India. It is telling that India, despite
the current confrontation along the
disputed border, is the only country
in the Quad that remains uncomfort-
able with the security aspects of the
grouping. The Quad focuses instead
on softer issues such as technology
development and vaccines. Despite
New Delhi’s more confrontational
rhetoric, its willingness or ability to
distance itself further from Beijing
seems to have certain limits.
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India’s relations with the US have been
on a clear upward trajectory for over
20 years. While bilateral relations will
continue to experience ups and downs,
they are more comprehensive than ever
and underpinned by growing mutual
trust. Since the George W. Bush ad-
ministration, India has been cultivated
in Washington as a strategic partner
whose hard power is to be strength-
ened to counterbalance China.®’ The
Obama administration has designated
India as “major defense partner.” The
Defense Department said the move
sought to elevate Indias position “at
par with that of the United States’ clos-
est allies and partners.”® During the
Trump presidency, the two countries
signed two foundational defense agree-
ments, building upon one that was al-
ready signed in 2016. These allow for
mutual logistical support, give India
access to geospatial and GSI data, and
enable intelligence sharing between
the two militaries. These agreements
were stalled by previous Indian govern-
ments, while Modi has been willing to
push them through relatively quickly.
In 2018, India and the US held the
first 2+2 dialogue of their foreign and
defense ministers. Modi also developed
strong personal ties with Trump, as evi-
denced by Modi’s rock star reception at
the “Howdy Modi” event in Houston
in 2019 and the “Namaste Trump” visit
to Ahmedabad in 2020. The escalation
on the China-India border in 2020 led
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to a further strengthening of US-India
cooperation, for example through the
Quad. From Indias point of view, it
was also seen as positive that the differ-
ent strategic positions on the Russian
war in Ukraine did not lead to bilateral
distortions. US government officials
have expressed their understanding
of India’s “distinct” relationship with
Russia.

Although the US and India have
grown closer in light of the challeng-
es posed by China, they are far from
aligning on all issues. Major differ-
ences exist, for example, on trade in
the areas of market access, intellectual
property and unfair competition, and
immigration, as well as on larger stra-
tegic issues. From India’s perspective,
US support for an Indian permanent
seat on the UN Security Council is
often little more than rhetoric.’! India
also believes that the current interna-
tional order is skewed in favor of the
US and its allies. Modi stated in an
address to the US Congress in 2016,
that “the effectiveness of [US-India]
cooperation would increase if inter-
national institutions framed with the
mindset of the 20th century were to

reflect the realities of today.”>?

Russia’s invasion of Ukraine forced In-
dia to perform a difficult balancing act
between its longtime strategic partner
Russia and its increasingly important
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relationships with the US and its al-
lies. Russia and India share a “Special
and Privileged Strategic Partnership”
dating back to the Cold War.>® This
relationship is underpinned by a mu-
tual  “geopolitical understanding,”
stated the Indian External Affairs
Minister Jaishankar in 2020.°% The In-
dian population’s perception of Russia
remains relatively positive one year
after the outbreak of war.>®> However,
Russia’s importance in India’s strategic
calculations has steadily declined since
the end of the Cold War. The war in
Ukraine and the associated econom-
ic, political, and military weakening
of Russia are likely to reinforce this
trend. Due to strong defense depen-
dencies and strategic considerations,
however, India will not want — and
would not be able — to give up its
close ties with Moscow so quickly. The
most important aspect of the bilater-
al relationship is defense cooperation.
About 75 per cent of India’s current
military inventory is of Russian or So-
viet origin. Unlike Western partners,
Moscow develops and produces stra-
tegically important technologies such
as the BrahMos supersonic cruise mis-
sile jointly with India. However, India
has managed to reduce its dependence
on Russian arms imports significantly.
Whereas ten years ago India sourced
more than 80 per cent of its annual
arms imports from Russia, by 2021

the share had dropped to 40 per cent.
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India has turned to the US, France,
and Israel, among others, to diversi-
fy its imports. While trade relations
with Moscow are generally moder-
ate, India has dramatically increased
its imports of discounted Russian oil
since Moscow’s invasion of Ukraine.
Since February 2022, Russia has gone
from being a marginal crude oil sup-
plier to India’s main supplier.

Significant reductions of Russian de-
fense equipment in the Indian mil-
itary inventory will not only take
decades but will also require the
willingness of other countries to sup-
port India in closing the emerging
gaps in key areas. Following Russia’s
invasion of Ukraine, India canceled
some previously agreed purchases of
defense equipment such as the MiG-
29 fighter aircraft. It has been argued,
however, that these cancellations were
planned prior to the invasion to pro-
mote the use of indigenous capabili-
ties in the context of the “self-reliant
India” campaign.’® India is holding
on to strategically important procure-
ments such as the Russian S-400 air
defense system. The US-India Critical
and Emerging Technology initiative
(iCET), launched in May 2022, can
be seen as a US attempt to support
Indian diversification efforts. Under
the initiative, the two countries seek
closer cooperation on munition-re-
lated technologies, maritime security,
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semiconductors,

ing, and Artificial Intelligence (Al).

quantum co mput—

At the first bilateral meeting under the
initiative in January 2023, the US said
that it was evaluating a proposal from
General Electric for joint production
of jet engines for Indian warplanes.

New Delhi also fears an uncontrolled
Russia-China axis if it were to distance
itself further from Moscow. Last year,
China and Russia declared a partner-
ship “without limits” and “with no for-
bidden areas.” Although this bilateral
relationship will be limited by several
factors, closer alignment between In-
dia’s main defense supplier, Moscow, on
which it depends to meet the military
challenge from China, and its main ad-
versary, Beijing, which can increase mil-
itary pressure along the disputed border
at will, could seriously complicate New
Delhi’s strategic environment. The
more pressing this challenge becomes,
the more New Delhi will align itself
with the US and its allies.

In the context of Indias vision of a
multipolar world and its search for
partners to build the country’s internal
capacity and resilience, Europe — the
EU and its individual member states
— is also assuming a more prominent
place in New Delhi’s strategic think-
ing. India’s Foreign Minister Jaishan-
kar stated in 2021 that India is mak-
ing an effort to “engage with all 27
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European states and with Europe as
a collective.”” India has significantly
increased its senior-level interactions
with Europe in recent years. From the
perspective of Europe, increasing ten-
sions with China and, in this context,
the rise of the Indo-Pacific have con-
tributed to a change in the percep-
tion of India and its role in Asia. This
has created previously nonexistent
overlaps in foreign policy objectives.
There are, however, different speeds
at which the various relationships de-
velop. France has been India’s most
important strategic partner in Europe
by far for decades and also plays an
important role globally. India sees
this relationship as complementary
to the one with the US, as it helps to
diversify New Delhi’s options.”® A key
aspect of this relationship is the area
of defense as well as security coopera-
tion in the Indo-Pacific, where France
has overseas territories. Between 2017
and 2021, Paris was the second-larg-
est exporter of defense platforms to
New Delhi. The two countries also
conduct an annual strategic dialogue
and joint military exercises.

Over the past decade, EU-India re-
lations have expanded both in terms
of the number of interactions and the
scope of the partnership. According to
Garima Mohan, the 2018 EU strate-
gy on cooperation with India marked
a significant departure from the EU’s
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previous approach.” India was no
longer viewed only through the lens of
trade, the strategy went beyond bilat-
eral cooperation by addressing larger
geopolitical developments, and for-
eign and security policy cooperation
played a more important role. The EU
invited Modi for a summit with all
27 EU heads of state in 2021, a for-
mat previously offered only to the US
president. In 2022, the EU and India
also launched a trade and technology
council and resumed negotiations on
a free trade agreement after a gap of
about nine years.

Germany is India’s largest trade part-
ner in the EU, and the tenth-larg-
est foreign investor globally. Unlike
France, however, Germany is interest-
ed in an expanded agenda with India
for the purpose of diversification rath-
er than balancing China.®® The most
important pillar of bilateral relations
is economic cooperation, followed by
science and technology and security
and defense. The “Zeitenwende” en-
visaged by Germany could, however,
also lead to closer security cooperation
with India in the future. Despite an
increase in high-level exchanges, Ger-
many’s interactions with India rank far
behind those with China. New Delhi
has also increased its engagement with
other countries in Europe, some of
which were visited by an Indian prime
minister for the first time in decades,
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for example Portugal in 2017.°! In
2018, India and the Nordic countries
also held their first summit and met
again in 2022.

The difficult discussions between In-
dia and Europe following Russia’s
invasion of Ukraine have also added
a new complexity to the relationship
and have contributed to a better un-
derstanding of each other’s positions
and dependencies.®” However, even
though India’s relations with Europe
have grown considerably compared
to 20 years ago, there remains a great
amount of untapped potential.

An Ambivalent Partner?

India’s foreign policy has changed sig-
nificantly since the end of the Cold
War. After decades of strategic iso-
lation, New Delhi has since sought
integration into the global economy,
proactively engaged its neighbor-
hood, and improved its relations with
the US and its allies. Also in response
to external developments, certain
trends seem to have accelerated un-
der the Modi government, such as the
growing importance of the security
partnership with the US and its allies
and the articulation of a balance of
power approach in the Indo-Pacific.
Leveraging bilateral and minilateral
relationships with a diverse range of
countries in a quest for national secu-
rity and status as an emerging major
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power while seeking to avoid overde-
pendence on any country characteriz-
es India’s current foreign policy. This
approach is reflective of New Delhi’s
greater aspirations at the global level.
India envisions both a multipolar Asia
in which China can be kept in check
and a multipolar world in which US
power is not overbearing.®> What has
remained unchanged since indepen-
dence is the flexibility to tilt selectively
toward a major power depending on
external circumstances.®* The current
international upheavals present chal-
lenges and opportunities for India’s
aspiration to remain an independent,
self-reliant pole in a changing world
order.

Indias influence at the global level
seems to be increasing, even if navigat-
ing between the many international
cleavages often represents a difficult
balancing act. The record at the na-
tional and regional levels is mixed.
Despite discussions about “India’s
rise,” New Delhi continues to face
major social and economic challenges.
This remains its foremost foreign poli-
cy preoccupation and limitation. How
successful India will be in building
its domestic material capabilities will
determine the extent to which New
Delhi will be able to shape the region-
al and international environment and
achieve its foreign policy ambitions.
An important factor in this equation
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is the cooperation with financially
strong partners such as the US and
European countries. From the per-
spective of European countries, India
will be a key partner in raising their
profile in the Indo-Pacific and di-
versifying their relationships in Asia.
Global efforts to diversify supply
chains and India’s aspiration to attract
foreign investment offer a window of
opportunity for closer engagement
between Europe and India. Invest-
ing in India’s long-term potential to
increase its manufacturing capacity
could benefit countries looking to
reduce their dependence on China.
With the prospect of closer relations
between India and Europe, however,
domestic political developments in
India could reemerge as a contentious
issue and potentially endanger the
sustainability of progress in bilateral
relations. Bilateral exchanges on these
issues on an equal footing could rep-
resent a way to reduce this risk.

Besides economic development, Chi-
na’s rise and closer ties with the US
and its allies are the other key factors
shaping India’s current foreign poli-
cy. India’s relations with China have
reached a low point, and Beijing’s
increasing clout in South Asia and
the military pressure on the disput-
ed border are difficult for New Delhi
to manage. However, Indias role in
the Indo-Pacific as a counterweight
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to China and associated closer coop-
eration with various states help New
Delhi to offset certain negative effects.
Therefore, India might not necessarily
be interested in weakening Sino-US
competition. A detrimental effect of
India’s closer engagement with the US
and its allies is that China increasingly
sees India in the context of its own bi-
lateral competition with Washington.
Beijing could use India’s closer align-
ment with the US and its involvement
in the Quad as a pretext for further
aggression, which could have been a
reason for the escalation of the border
crisis in 2020 in the first place. While
during the Cold War the absence of
a direct threat from any of the major
powers gave India greater room for
maneuver, the current geopolitical sit-
uation is likely to impose certain lim-
its on India’s multi-alignment strate-
gy. India’s balancing behavior toward
China carries certain risks that are dif-
ficult for New Delhi to calculate. Giv-
en these strategic considerations and
Chinas economic weight, India may
eventually soften its stance toward
Beijing once the current crisis can be
resolved.®®> However, this would not
lead to a sustainable rapprochement
based on mutual trust, and New Delhi
would continue to pursue diversified
balancing strategies vis-a-vis China.

India’s relations with the US are better
than ever before. Cooperation between
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New Delhi and Washington has
reached a level and density such that
it will be less dependent on person-
alities in the future. The broader tra-
jectory of the relationship seems to be
well established. If China maintains
its current course toward India, clos-
er alignment with Washington will be
the defining feature of India’s foreign
policy in the medium term. Neverthe-
less, as much as India will remain wary
of Chinese coercion, it will continue
to be skeptical of excessive US power.
While there is currently a wide range
of shared bilateral strategic interests
between Washington and New Delhi,
these overlaps would be much smaller
without China’s aggressive behavior.
This is also reflected in the fact that
India seems to be more closely aligned
with Russia and China than with the
US and its allies on various aspects of
ideas of order. India calls for a mul-
tipolar world, for reform of the UN
Security Council, and better repre-
sentation in institutions such as the
International Monetary Fund and the
World Bank. It also opposes unilateral
action and sanctions outside the UN
Security Council and shares similar
reservations with China on freedom
of navigation, a key aspect of order in
the Indo-Pacific. Variation in world-
views between India and the US and
its allies need not be an obstacle to
closer bilateral engagement but rather
the basis for managing expectations.
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