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Preface

What is the relationship between liberal democracy and capitalism?
Experience with communism shows that democracy needs some sort
of market economy as its basis. Does this also mean that capitalism
needs liberal democracy?

After the peaceful victory of the liberal democracies over the
communist dictatorships many people have drawn the conclusion
that societies that do not develop liberal democracies in the long
term are doomed to economic and technological stagnation. The
ongoing development in states such as Russia and China may, of
course, involve major complications and crises, but ultimately time
is working for democracy. As regards China for example, there are,
according to this view, two possibilities, both manageable by the
West. In order to become a great power China has to democratise,
which means that the country may become an economic competitor
but not a global political rival of the West. If China remains author-
itarian, it will not become a great power, and for this reason not a
challenger to the West.

This conviction has come to be called “fukuyamaism”, from
the American political scientist Francis Fukuyama’s famous essay
“The End of History?”. (This is not quite fair, because Fukuyama by
no means rules out the fact that liberal society in the future might be
challenged by authoritarian and totalitarian movements.) Fuku-
yamaism does exclude a third relationship between the market eco-
nomy and democracy, that states can be and may remain authorit-
arian and nevertheless economically highly developed. Yet it is this
precise possibility which is beginning to look more likely as regards
China and Russia, and people have, therefore, now begun to talk
about the return of history (see for example “The Return of History
and the End of Dreams” by Robert Kagan).

If this is the case, it will have major consequences for the
global political order and for the political climate in general. If
China achieves the status as a model of an alternative modernity, this
will affect not merely the developing countries. Contemporary cap-
italism is good at creating prosperity, but not at distributing it (see
the Glasshouse Forum project “Globalisation and the middle class in
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the West”). There are signs that a legitimacy crisis for liberal capit-
alism is in the offing in the West, and one cannot rule out such a
crisis creating a greater acceptance of authoritarian attitudes. The
last century was marked by fateful attempts to create alternative
modernities — communism, fascism and national socialism — and we
may have discounted the latter two too soon.

To study the relationship between capitalism and democracy
in this context is completely in line with Glasshouse Forum’s ambi-
tion to subject capitalism and its political consequences to critical
scrutiny. Linked to the question of whether capitalism is possible
without democracy is the question of whether capitalism will give
rise to antidemocratic currents in this century too.

In 2007 the Israeli Professor of National Security Azar Gat
published a noteworthy essay in Foreign Affairs with the title “The
Return of Authoritarian Great Powers”. Glasshouse Forum con-
tacted Gat, who agreed to contribute to a project on this theme. Its
inception during the first half of 2008 has consisted of two special
studies to complement Gat’s essay (see Lagerkvist and Widmalm/
Oskarsson) and a round-table discussion at the Maison Louis Carré
outside Paris on 23—24 April 2008. The following participated in the
discussion:’

Yevgenia Albats, Political Editor of The New Times, Professor
Department of Political Science at University — The Higher School
of Economics, Moscow, Russia

Rachel Briggs, Moderator, Director of the charity Hostage UK,
freelance researcher and writer and Member of the Glasshouse
Forum Advisory Board, UK

Azar Gat, Ezer Weizman Professor of National Security at Tel Aviv
University, Israel

Kay Glans, Editorial Coordinator of Glasshouse Forum, Sweden
Johan Lagerkvist, Dr., Research Fellow at The Swedish Institute of
International Affairs, Sweden

Johanna Laurin, Head of Secretariat of Glasshouse Forum, Sweden
Mark Leonard, Executive Director of the European Council on
Foreign Relations, UK

Edward Lucas, Central and Eastern Europe correspondent for The
Economist, UK

Diana Pinto, Dr., Senior Research Fellow at the London-based
Institute for Jewish Policy Research, Director of the Voices for the
Res Republica project and Member of the Glasshouse Forum
Advisory Board, France

Gideon Rachman, Chief foreign affairs columnist for the Financial
Times, UK

Daniel Sachs, CEO of Proventus and Chairman of the Concerned
Capitalists Foundation, Sweden

Robert Weil, Chairman and owner of Proventus and Member of
the Board of the Concerned Capitalists Foundation, Sweden

Sten Widmalm, Ph.D., Associate Professor and Director, Master’s
Programme in Development Studies Department of Government,
Uppsala University, Sweden

Feng Zhang, China Programme Manager of the Foreign Policy
Centre in London, UK

An edited transcript of this discussion, revised and approved by
those participating, will follow below. The intention has been to
bring clarity to these issues from different perspectives, and to gain
some insight into the best way for Glasshouse Forum to take the
analysis and the discussion further.?

1) See Appendix 1 for the participants’ biographies.
2) See Appendix 2 for a strategic analysis by the secretariat of how this work in progress should

be pursued.
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Executive summary

Azar Gat presented his ideas which form the basis for this round-
table discussion. Since the beginning of the 1990s the idea that his-
tory inexorably leads to a triumph for a liberal capitalist society has
had a dominant position in the West. In this way the antagonism
with the former superpower Russia and the coming superpower
China will turn into the manageable friction which characterises
relations between democratic states. It is time to realise that this
may not be so, maintained Gat. These authoritarian capitalist great
powers are perhaps here to stay.

It is naive to believe that a liberal capitalist society has to be
perceived to be the most attractive alternative, continued Gat.
Communism, fascism and National Socialism during the last centu-
ry exercised a strong power of attraction on those people who, after
the First World War, were disillusioned by the market economy and
liberal democracy. Despite the national or racist context, they exer-
cised an attraction on other groups.

Communism defeated itself. Its system was so ineffectual that
it was deselected from history. Fascism and National Socialism were
defeated by others, and one cannot draw conclusions that are too
far-reaching about the developmental potential of these systems
from that. Germany was too small to be able to dominate the world.
It is a historical accident that the US is both huge and a democracy.
If this had not been the case, then the 20th century would have taken
a different course. It is not out of the question that authoritarian
capitalist states can be successful economically, and appear as alter-
natives to liberal society. A model of this kind is perhaps not to be
found yet, but both China and Russia are at the beginning of their
transitions and may eventually develop models.

A Chinese model may have its starting point in the so-called
Asiatic values and may in association with nationalism create an
ideology which gradually can take on the mantle of communism.
China is much larger than Germany, and will presumably not be
defeated in war. Its weight will successively become felt more and
more, and China will act in a more self-confident manner the strong-
er it gets, said Gat. There is in any case a potential for a different
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kind of modernity here.

The introductory discussion centred upon whether it was fea-
sible to deal with Russia and China together in this way.
Geopolitically they form a potential block (Feng Zhang) but the dis-
trust between them is today extreme (Johan Lagerkvist). There was
unity about them differing in significance. Russia is a problem today,
not least for Europe, which does not want to perceive the character
of the regime and lacks a strategy for mastering its dependence on
Russian energy and money (Edward Lucas).

But the economic development of Russia will be impeded by
the defective system of rules (Yevgenia Albats) and this type of cor-
porative regime (bureaucratic military authoritarianism) is very
expensive, as loyalty on the part of the security services, the army
and the administration has to be purchased. Russia lacks the ability
to regain its superpower position, and is in the long term a waning
problem. Albats feared, however, that the regime would for its legi-
timacy mobilise the Russian Orthodox tradition and in this way
would have similarities with Nazi Germany. The decisive impedi-
ment to a development of this kind is that Putin’s elite wants to
be accepted in the West. Lucas feared a climate characterised by
a mixture of nostalgia for Tsarist Russia and the Soviet Union with
semi-fascism.

China is currently causing less friction, but is in the longer term
the greater challenge to the USA and the West both through its own
strength and its power of attraction. Will China become a model for
other states, an alternative modernity showing the way to prosperi-
ty and power without liberal democracy? Feng Zhang conceded that
this is a strain that is heard increasingly often in China, but found it
imprudent at the current time to proclaim it a model. The problems
remaining to be solved are huge, and the prerequisite for China
achieving a position of that kind is that economic growth does not
lose its impetus. Nor is there any unity in China as to what the fu-
ture course should look like. The Chinese elite is not characterised
by what has been called the Beijing consensus. Johan Lagerkvist also
emphasised that the regime is marked by uncertainty, and that
it is groping its way forward to discover what works for China. A
gradualism of this kind provides little opportunity for ideological
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rivalry, as its general recommendation is that everyone must start
from their specific conditions and find their own way.

Mark Leonard, on the other hand, claimed that even today
there is a considerable element of ideological power struggle, and
that the climate of Chinese debate had changed markedly. Instead of
discussing how they can draw closer to the West, more and more
intellectuals today are talking about a Chinese path which does not
comprise liberal democracy. But it is not certain that the label aut-
horitarian helps us to understand the Chinese system, claimed
Leonard. The political changes have in actual fact been just as great
as the economic ones, but have not been noticed in the West. The
regime is experimenting today with other opportunities of finding
support through, for example, focus groups, and should perhaps be
called a deliberative dictatorship.

The Chinese do not alone control whether they should be
regarded as a model. If, in other parts of the world, people regard
them as an alternative to a western model, they will in this way be
forced into such a role. Sten Widmalm illustrated the Chinese and
Indian advances in Africa, and pointed out that Chinese capitalism
in a short time has succeeded in achieving greater development than
western aid ever did. They have not least succeeded in breaking
those patterns which are called clientelistic. Many African leaders
prefer to relate to the Chinese, who have no views on internal poli-
tical circumstances. This means, according to Widmalm, firstly that
the opportunities of combining aid and the promotion of democra-
cy have changed for the worse, secondly that there is cause for the
West to re-examine its aid policy.

A moot point was the role of India in this regard. Does the
country offer a democratic model for development? Gat claimed that
India is at the beginning of its modernisation, and that democracy
will be put under pressure when it takes off. Widmalm had a more
positive view of Indian democracy, but pointed out that, in its rela-
tions with China, India tended to swap liberal values for market
goals.

If China does not develop into a liberal democracy and at the
same time becomes a superpower, what consequences will this then
have for the region and for the world? A Chinese superpower will
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increasingly react like the USA, explained Feng Zhang, because that
is the way that superpowers act in international politics. A possible
scenario is that we acquire a bipolar world order, which is domina-
ted by the USA and China, in the same way as the Cold War was
dominated by the Soviet Union and the USA. A constellation of this
kind has the advantage that it provides stability and predictability.
The likelihood of a direct military confrontation between the super-
powers is, according to Feng Zhang, minimal. A multi-polar order
on the other hand will be very much more difficult to assess and
would contain greater risks of confrontations.

Irrespective of who becomes the next president of the USA,
foreign policy will reflect the ideological shift away from “fukuya-
maism”, claimed Gideon Rachman. All the candidates will in the
short term seek co-operation with China, as the price of confronta-
tion is so high. But in the longer perspective a confrontation cannot
be excluded. If we experience a return to authoritarian capitalist
great powers, the question of the spheres of interest has to be re-
solved.

Diana Pinto asked the question whether the world today is not
too financially integrated for conflicts to be possible. The world was
admittedly globalised before the First World War and retreated from
this, but perhaps there is a major difference today, as the integration
is financial and not merely industrial. Azar Gat doubted that it
would be more difficult to dissolve ties of this kind, and did not rule
out the idea that China would take the initiative to a more autarchic
order. The country is, of course, a huge market in itself.
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Day 1: Wednesday 23 April

1) Panel 1: Historical experiences of the relation between
capitalist economy and democracy - introductory speech
by Azar Gat

Theme for the panel: Historical experiences of the relation between
capitalist economy and democracy: does capitalist development
necessarily breed liberal democracy, or are we witnessing the return
of capitalist authoritarianism/totalitarianism?

Azar Gat: T would like to begin by thanking Glasshouse Forum,
Johanna and Kay for initiating this seminar and bringing us all here,
and Rachel for kindly agreeing to moderate these meetings.

As you have all received my Foreign Affairs article, “The
Return of Authoritarian Great Powers”, I shall only outline the main
argument in this introductory talk, reserving further comments for
the following discussions.

Democracy emerged victorious from all the great power
struggles of the twentieth century, surviving both its right-wing
and left-wing authoritarian and totalitarian rivals. To many, most re-
cently Francis Fukuyama and Michael Mandelbaum, this suggests
some inherent “selective” advantages, conferring an air of inevitab-
ility on the past as well as on the future, and supposedly giving much
cause for optimism.

I address the question of why the democracies won, and there
are two main, interrelated, perspectives on this question: that of
great power politics and that of internal development. I start with
the former — with great power conflict and war.

I argue that there were very different reasons for the defeat
of the communist, as opposed to the capitalist — authoritarian and
totalitarian — challengers. The communist great powers, the Soviet
Union and China, even though they were potentially larger than the
democracies, ultimately lost because they proved to be economically
inefficient. It was their system that failed. They were selected out,
so to speak.

On the other hand, the capitalist non-democratic great powers
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were not defeated because of inefficiency. Germany was at least as
advanced as her rivals in both world wars, and Japan exhibited the
fastest growth-rate between 1913 and 1939. Their problem, again
particularly noticeable with respect to Germany, was that they hap-
pened to be too small — both Germany and Japan were middle-size
countries with a limited resource and manpower base — to contend
with the giants, most notably the US, and were crushed under the
weight of the coalitions assembled against them. The reason for their
fall was therefore largely contingent. If the US with its continental
size had not existed, the European democracies would have most
probably lost both world wars, with the result that we would have
had a very different, and non-democratic, twentieth century; a very
different world today; and a very different story to tell in the form
of grand theories of development — probably emphasizing national
cohesion, democratic divisiveness and decadence, and so forth. It is
a well known, but still often forgotten, truism that history is written
by the victors, who naturally tend to generalize and rationalize the
reasons for their success.

Throughout the twentieth century United States’ power con-
sistently surpassed that of the next two strongest states combined,
and this decisively tilted the global balance of power in favour of the
democracies. If any factor gave the liberal-democracies their edge, it
was above all the actual existence of the US rather than any inherent
advantage of liberal democracy. Now what we have today with
China, and to a lesser degree with a blissfully territorially much
reduced Russia, is the giant in the system, until recently held back by
its inefficient communist economy, switching to a much more effici-
ent, and hence more powerful, form of authoritarianism, and there-
by creating a new, historically unprecedented challenge — which is
both big and capitalist.

I now turn to the domestic development argument. Again it is
widely held that after crossing a certain threshold in terms of devel-
opment — wealth per capita, education, urbanization and so forth
— societies tend to democratize, as we saw in east- and southeast-
Asia, southern Europe and Latin America. But again I argue that this
notion is an abstraction from a very particular — and contingent — set
of circumstances that prevailed after 1945, with the consequence
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What we have today
with China and Russia
is giants who may be
big enough to set their
own rules, building
upon their own
national cultural-
historical traditions.

that the sample is biased. This is so because all the post-1945 cases
involve small countries which, after the defeat of Germany and
Japan, could only choose between the communist and capitalist-
democratic camps. If they chose the latter, they were invariably
exposed to the massive pressures of the hegemonic liberal-demo-
cratic centre, pressures which contributed decisively to their eventual
democratization.

By contrast, what we have today with China and Russia is
giants who may be big enough to set their own rules, building upon
their own national cultural-historical traditions. They may have
enough weight to create a new non-democratic but economically
advanced Second World. They could establish a powerful author-
itarian-capitalist order that allies political, economic and military
elites, that is nationalist in orientation, and that participates in the
global economy on its own terms. Furthermore, the countries of
the developing world, where democracy is at best tenuous and
authoritarian and populist traditions and forces are strong, might
now have a capitalist-authoritarian model to emulate and a capit-
alist-authoritarian camp to join — neither of which have they had
since 1945.

I am not a prophet, so I don’t know if China will eventually
democratize and Russia reverse its return to authoritarianism. What
I suggest is a different reading of 20th century history that is more
contingent, less unilineal, and less triumphalist for democracy — and
I propose the claim that the democratization of major actors, such
as China and Russia, and hence the face of the future, is far from
preordained. There is nothing in the historical record to suggest that
a transition to democracy by authoritarian-capitalist powers is in-
evitable, whereas there is a great deal to suggest that such powers
have a far greater economic and military potential than their com-
munist predecessors.

This means that the End of History and an era of inter-demo-
cratic peace might not be imminent. Although the rise of the author-
itarian-capitalist great powers would not necessarily lead to non-
democratic hegemony or war, it might imply that the near-total
dominance of liberal democracy since the end of the Cold War might
be short-lived. We are facing the prospect of ideological rivalry,
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potential and actual conflict, mutual insecurity and arms races. In
this situation, the existence of an open global economy is of para-
mount importance, in order to prevent a territorial grab for markets
and raw materials, as demonstrated by the disastrous slide into
imperial protectionism from before World War I until 1945, which
precipitated both world wars. Of course, the openness of the world
economy does not depend on the democracies alone, because in time
China herself might become more, rather than less, protectionist as
she grows wealthier and her current competitive edge diminishes.

Again, as during the twentieth century, the enormous size and
strength of the US - and its alliance with Europe and Japan — is the
best guarantee for the future of democracy. Despite its problems and
weaknesses, the US still commands a global position of strength and
is likely to retain it even as the authoritarian-capitalist powers grow
fast. Not only are its GDP and productivity growth rate the highest
in the developed world, but, as an immigrant country, the US still
has considerable potential to grow, whereas others are experiencing
ageing and ultimately shrinking populations. India too, with her
enormous size, long democratic tradition and recent economic take-
off, holds a special position, both in balancing China, and as a suc-
cessful model for the developing countries. Much of Southeast Asia,
Latin America, the Middle East and Africa constitute a periphery
that is less securely formed politically and that is likely to be influ-
enced by the political development of the giants.

I am sure we shall go into all of these in the course of this
seminar, and explore the various actors and aspects involved; and
I would like to wish us all a productive and enjoyable time.

Rachel Briggs: Provocations for debate no less. I guess there are very
broadly speaking two sorts of questions that arise. One is about the
extent to which people agree with your historical analysis of the
20th century and what you have to say about the role of the US, the
other about your prognosis for the future. I wonder if we might start
by picking up some of those questions about the extent to which
your view of history is shared all around the table. Who’d like to
kick off?
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Edward Lucas: I suspect this may be a recurring theme over the next
24 hours. I am extremely cautious about putting Russia and China
in the same boat. There are colossal differences, which may be so
great that it really doesn’t make sense to compare them at all. One
is just the obvious question of size — China is strong in a way that
Russia is not strong, and China is explicitly authoritarian, whereas
Russia at least still pretends to be a democracy. And it’s quite easy
to see how Russia can go back to being a democracy, whereas for
China to become even a bit more democratic would mean an abso-
lute revolution for the Communist Party, which would have to give
up its leading role. And, as I know nothing about China, I need to
stop talking about China here, and try instead to say a couple of
more sentences about Russia.

It’s quite wrong to look at what’s happened in Russia over the
last eight years and say that Russia has become seriously stronger.
I think that what has happened is that the ex-KGB people in the
Kremlin have become a great deal richer and that living standards
for most of the population have gone up a bit. But one of my favour-
ite facts at the moment — it comes from a think tank close to Mr.
Medvedev — is that, whereas the number of bureaucrats in Russia
has gone up by about 30 per cent since 2000, the paved road net-
work has actually shrunk. That is not a sign of a country that’s
embarking on a massive programme of modernization and that’s
reflected in public services and infrastructure generally, so I really
don’t recognize this picture of strength.

I think you’re quite right in your stuff about the sample since
1945. It is a very skewed one but I do think that it’s quite hard to
see that an authoritarian capitalist system can provide the con-
straints and redress which is built into the democratic system. It does
not always work very well but this is the kind of self correcting cha-
racteristics of democratic systems. Though they may be indecisive
it’s quite unlikely for them to make really big mistakes over a long
period of time. What you can get sometimes in a capitalist author-
itarian state is a highly sophisticated rule of law. And that just to
some extent substitutes for the constraint and the redress.

Gideon Rachman: I think that you’re right to say history is being
19



written by the victors and we tend retrospectively to impose a flat-
ter order on it which is that our system inevitably prevails. But that
said, I’ve been sufficiently convinced by the prevailing narratives to
slightly agree with Edward that one of the lessons of the collapse of
the Soviet Union was that this kind of authoritarian systems in the
end do have a tendency to implode. Whether it’s simply that they
adopted the wrong economic system and that as you suggest you
have an authoritarian capitalist system that can go on and on and
on, that really is, I suppose, the big question of this conference.
When I was covering Asia in the early 9os, I suppose it was the kind
of high point of “fukuyamaism” if you want to call it that. We all
had Tiananmen Square very much in our minds and there was an
assumption that the political system in China was unsustainable.
And because I heard that so much at the time — you still hear it all
the time — ’'m becoming more and more cynical about that simply
because that line of argument has been going on for about 20 years
now. I heard the same arguments in Russia talking to an American
diplomat who said: “Look I can’t believe that in the end the Russian
middle class won’t want to exercise choice about where they get edu-
cated, about where they go on holiday, about what they buy. When
will the same sort of consumer choice apply to political choice?” But
the basic question about whether you can have a pluralistic eco-
nomy and not ultimately have a pluralistic democracy has not been
answered decisively.

Mark Leonard: I also like the way you’re challenging our readings
of history and liberal determinism. I think it certainly is helpful to
understand that, in the short term, Russia is a declining power,
which has temporarily seen some economic growth in the back of
high oil prices which may be sustainable for a few more years. But,
in the long term, the prognosis is pretty poor and it declined quite
dramatically just in the last decade in terms of its sphere of influence
and its ability to project itself even in its immediate neighbourhood.

If you look forward 1o, 15, 20, 30, 40 years it will get more
irrelevant to global politics. A lot of the things it’s doing to show its
power are a sign of desperation and a lot of it is a simulacra of
power. They are not actually trying to achieve anything particularly
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about whether you
can have a pluralistic
economy and not
ultimately have a
pluralistic democracy
has not been answered
decisively.
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real except control of pipelines and bits of the energy infrastructure
in neighbouring countries, but they are not behaving like a purpose-
ful great power in the way China is. Russia is probably a temporary
phenomenon rather than a major challenge to liberal democracy. But
China, I think, is different because its economy does work in a way
that doesn’t seem to be contingent on high oil prices. I think one of
the challenges is that there is a structural problem with state plan-
ning because you can’t get access to perfect information so therefore
the economy is underperforming, it implodes. Liberals often like to
make an analogous argument about political systems. According to
liberal theory, the reason that dictatorships implode is because they
don’t have self-correcting mechanisms, they don’t have access to
perfect information. Russia and China, by obsessively using opinion
polls and focus groups and other ways are trying to understand and
manipulate opinion; I think that definitely makes them more resi-
lient than traditional autocracies.

Azar Gat: Because it is more a lack of incentives in the economy that
I would point out. Information is also a contributing factor, but it
was a lack of incentives and individual initiatives that hampered the
communist economies.

Mark Leonard: Maybe there could be a technological solution for
totalitarianism which might allow it to last a lot longer than we
think. Because they might not have elections, but they do have
continuous polling all over the place. The Kremlin does weekly opin-
ion polls; the Chinese use all sorts of different ways of trying to
understand what public opinion wants which allows it to pre-empt
discontent and do things which are popular and marginalize the
opposition. But it does deprive you of the ability of sharing, like
things are done in a procedurally just way. One of the reasons why
liberal democracy survives is that people are able to buy into the
process and they are willing to be losers. I also think it depends on
how long we are talking about. Communism did last quite a long
time before it finally collapsed. Even though it didn’t work in theory,
it took a long time to fail in practice, and until that happened it was
an alternative model. So I think we have an alternative model until
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China and Russia collapse, which could be quite a long time. It
could be longer than most people thought it would be 20 years ago.

Diana Pinto: I just wanted to reflect a little bit, or ask questions and
make a reference more as a historian, since you chose to speak main-
ly about the 20th century. There might be something built in to
make it a very different case with respect to the present, that author-
itarian countries of the extreme right or the communists were prone
to military expansion, even to continue giving a purpose to the cap-
tive populations. And my understanding of why the two regimes
that you mentioned fell can be briefly summarized in one word:
Stalingrad. Despite the notion of Russia’s great patriotic war, you
had armies that were in practice more afraid of the line of the KGB
and the Nazi inner security behind the frontline soldiers than they
were of the enemy. These are highly controlled societies that have to
even make sure that there is a parallel line of intelligence officers
next to or stepping on the feet of the actual functioning element of
the society, in other words the real generals and real officers. And
that to me is a model or rather a symbol of the problem of such au-
thoritarian societies back then.

Azar Gat: I think this a great example of military endurance on both
sides. I cannot see an economically developed, affluent democratic
country that demonstrates such military resilience.

Diana Pinto: But why? There were two fronts, the enemy front and,
even more frightening, the internal front behind you that would
have perhaps also destroyed you. People were just as scared of those
behind them, in other words, the power inside their own national
camp, than those who were in front. I agree with the Russian and
Chinese fundamental difference. I would also simply say it’s much
too early. Chou En-Lai said that it was too early to decide on the
effects of the French revolution because it was only 150 years old.
And frankly I do believe that it’s much too early for transformations
that took place only in the last 25 years to say much, and it can be
a gradual process, and I think many things that are said today and
tomorrow may sound very strange 30 years down the road.
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Gideon Rachman: Actually you have to make some sort of prelim-
inary judgement if you’re sitting making policy. Western policy over
the last 20 years has had a sort of inbuilt Fukuyama-style assump-
tion that we just have to wait these guys out and it all falls into our
lap. What’s happening now is that people are beginning to think:
well actually it’s not going to be like that and we have to make
policy on a different basis. Of course, we know that we are sort of
groping in the dark and we may look idiotic in ten years time.

Johan Lagerkvist: Being a sinologist, I would also say that it is kind
of problematic to put Russia and China in the same camp. During
the 1940s and 5os there was a democratic alliance against the non-
democratic forces of the world. We don’t see to the same extent
an alliance between Russia and China today, building a non-
democratic alliance. Despite all the talk of such an alliance - a lot of
people focus on the Shanghai Cooperation Organization — there’s so
much mutual suspicion still between the Russians and the Chinese,
and you have to take that into account as well. As far as I know, the
Russian weapons of mass destructions are aimed at Central Asia and
China. I often meet with Russian and Chinese diplomats, and they
come to me and they ask what the one should think about the other.

Yevgenia Albats: Unlike the others, I think there are a lot of simil-
arities between Russia and China. Authoritarian regimes require a
lot of resources. The successful authoritarian regimes that we have
seen much of in the Middle Eastern countries are based on a very
simple formula: welfare in exchange for freedom. You need re-
sources to provide social benefits, welfare goods, low taxes on the
subjects, and in exchange those subjects who may or may not con-
sider themselves citizens provide their loyalty to the state. The
second important thing that has to do with authoritarian regimes is
that you need enough resources to pay the secret services, the army
and the police, so they are willing to defend you at the time when
you won’t have enough resources to provide wealth and goods
to your subjects. When you look back at the era of the Soviet
Union, you will see that the collapse of this evil power had a lot to
do with a lack of resources to pay for loyalty. There were no longer
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resources to give bread and boots to the people, and no longer
resources to pay decent money to the secret police, the army etc.
And, of course, the same was true of the East European states that
no longer had any rationale to be part of the empire, and so they
walked away. The other republics of the Soviet Union also had no
rationale to regard Moscow as their master, because Moscow didn’t
have money to pay them to be loyal to the metropolia. So it’s a very
expensive thing to run an authoritarian state.

The biggest difference between present-day China and Russia
and the former Soviet Union has to do with the fact that both Russia
and China are based on the market economy, as opposed to the
USSR, which had a state-owned economy. Good market, bad mar-
ket doesn’t matter, really. What is important is that the market
economy has one problem. Many problems, but one problem that
I would like to point out. It has to do with incomplete contracts. In
the market economy you cannot specify everything on paper. There’s
always something left. One way of dealing with the problem is in the
way of creating the rule of law in a country. Otherwise market
agents do not trust each other and transactional costs of operating
on such a market are becoming excessively high. So you need an
institutional framework that will provide you, as an agent, with
some security on the market. And that’s what unites Russia and
China. The institutional design of these countries doesn’t allow for
the development of the market economy. Their institutional design
doesn’t fit the condition for the market economy; sooner or later,
these will clash.

Apart from the problem of incomplete contracts, there’s a
problem with information asymmetry. Authoritarian regimes tend
to be very much centralised, because that’s the way they distribute
their resources. So people in decision-making spheres fear they have
a constant lack of information. There is information dysfunction
in those societies. They don’t have institutions that can relieve the
burden of information starvation, and they don’t have enough in-
formation. So they base their decisions on very bad institutional
design and on insufficient information. Therefore, they make a lot
of mistakes.

Look at the way China has handled the crisis in Tibet. From a
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rational point of view they were supposed to conceal the conflict. In
the lead up to the Olympics and the goth anniversary of the 1948
events in Tibet, Tibet was fated to explode. They were unable to pre-
vent this, because they don’t have an institutional framework to do
that; they don’t have proper information flow to do that. And when
Tibet exploded, they behaved exactly the way the soviets did. But the
kinds of conflicts that existed in Tibet are fated to happen on dif-
ferent grounds in China precisely because the institutional design
doesn’t correspond with the development of its economy. That’s
exactly why the Soviet Union collapsed. Sooner or later, these coun-
tries are fated to explode, precisely because of the contradiction be-
tween institutional design, the problem of incomplete contracts,
information dysfunction and the needs of the capitalistic economy.

Feng Zhang: 1 can talk about Tibet later. Now I’d rather focus on
Azar’s main argument. And I would somewhat come to the defence
of the argument. As I see it, your main argument is that the tri-
umphalism is over because of the pressure on the states of Russia
and China, and I think ultimately that is a valid argument. And
putting the two countries together makes sense in another way. If
you look at geography, China is actually mainly part of Euro-Asia.
There are lots of differences, but in terms of the argument I think
it can still stand.

I do have a specific question for you. You’ve mentioned the
democratization of East Asia, and you seem to imply that demo-
cratization in these countries, like South Korea, Thailand and
Malaysia, are very much influenced by the presence of the United
States in this region during the Cold War. 'm not sure whether you
are implying that the democratization of these countries is more a
kind of external agenda or internally generated?

Azar Gat: Both!

Feng Zhang: To get to the causes of democratization in this region
is very important, because it enables us to see which direction China
is taking. Of course size matters, and China is a lot bigger than these
countries, but still there’s great relevance. ’m not sure how far the
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argument has been going in the academic literature.

Edward Lucas: 'm very hesitant about the use of the word “demo-
cracy” as if we know exactly what it means. One of the problems
with Fukuyama was sort of the definition of terms and I think one
has to try to articulate that. There are basically three elements: one
is political freedom, another is the rule of law and the third is mar-
ket economics, and we tend to take all those together as if they are
an indivisible package, but I don’t think they are. I would defend
Fukuyama a little bit on the economic and rule of law side, because
I think that what has happened since 1989 is a sort of absolutely
overwhelming consensus about basic economic models. We can
argue about the details — should banks be more strict, be allowed so
much leverage and sub-prime stock, but the one thing that any entre-
preneur anywhere in the world wants is to make his company big
enough to have an IPO in a democratic politically free country. If
you say “do you want to have a sophisticated regime for intellectual
property” basically every government will say yes. Anyone ambi-
tious for economic development will admit that IP law is really
important for innovation, and even the places that can in other
respects look like authoritarian regimes accept that. The WTO, the
idea of being in a rule-based world trading system, even the Russians
are still tiptoeing towards that. So I think there is a kind of Fuku-
yama consensus on those things which are not just economic; there
are all sorts of political economies, all sorts of political structures.
I absolutely agree that the idea of along with that comes multi-party
democracy of the western model is highly questionable. I think what
Yevgenia just said about it being very expensive for an authoritarian
country is absolutely true.

I think the absolute key to this is rent seeking. If you have a lot
of constraints, and redress and scrutiny, it’s quite hard, not impos-
sible by any means but it’s quite hard, for ruling elites consistently
to capture rent over a long period of time. And it’s a lot easier when
you’re authoritarian. So that then leads on to the question of corrup-
tion. One thing I’d love to know from the Chinese specialist here is
why China doesn’t seem to be as corrupt as Russia? And maybe the
people running the Politburo also run China’s biggest companies and
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pocket billions of dollars, but I certainly haven’t read that. Well that
really is the case in Russia; it’s an extraordinarily predatory corrup-
tion, an absolutely unashamed, unvarnished corruption of the top.
That then leads onto the question of how does the system tolerate
that? And it can tolerate that if the cake is getting bigger every year.
If every year the oil price goes up, then there’s always more to steal,
and that’s what lubricates the system. Perhaps in China if the eco-
nomy is growing very fast then that also means there’s more to steal.
As I said I don’t really know about corruption there, but I thought
the point about how the system allows losers to accept their losses is
actually very important. If the cake is no longer getting bigger, but is
getting smaller, how do authoritarian capitalist systems cope outside
conditions of growth, I don’t know. My suspicion is that the weak-
nesses then become very apparent, so they may be conditional on
economic growth.

Authoritarian capitalism is not just an economic project, even
if the rhetoric is very much about developing some economics. But
they have to try and find some political dimension in order to have
a sort of life boat for the time when the economy isn’t working. Now
in Russia that is done with this Kremlin propaganda, and sometimes
I think they believe it and sometimes I think it’s just made up to
prove to people that Russia is a besieged fortress. That then cre-
ates a sort of political story, which to some extent may protect them
against economic short-comings. How convincing that political
story is at home, if at home you mean among the elites, I don’t know,
but then what happens if the political story means that they have to
interact with the outside world in ways that aren’t economically
rational, which T think is what Russia is doing.

Johan Lagerkvist: If I may just respond to the question of corrup-
tion in China. It is, of course, a very prevalent problem, and every-
body acknowledges that. The problem is that they have to operate
on this cancer in themselves — they are both the patient and the sur-
geon at the same time. And because they have no independent court
system, it’s difficult to remedy this. What they try to do instead is to
try to build some sort of welfare policy that can actually ease the
tensions in the countryside, or in the areas that are most heavily pol-
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luted, so to speak, by corruption. So the central leadership ease the
taxes on farmers, on city-dwellers in the poor areas of China becau-
se they know that corruption is difficult to target inside the party
and inside the government apparatus. They try to do other things to
ease the tensions but it’s a core problem, and they will have to deal
with this in other ways later on.

Yevgenia Albats: It looks like in China they currently have the type
of corruption that existed in the Soviet Union and is now in the cur-
rent Russian state. They just jailed the guy who represented the so-
called Shanghai clan and who presented some challenge to the cur-
rent leadership of the Chinese party. They put him in jail on the basis
of his corruption. There is hell a lot of research done on corruption
in China being at fault on all levels of authority. Small businesses
have to buy their way through the bureaucracy, and the same is true
all the way through the entire hierarchy of the Chinese authority.

It was the same in the Soviet Union and then what happened
during the 9os was what I call the democratization of bribery. In
previous times and in the current Russia it was a privilege to be able
to offer a bribe. In the 9os everyone could bribe; there was in a way
a democratization of bribery, it was much easier for businesses to
survive under these kinds of conditions.

But it is very expensive to run an authoritarian regime, and you
need resources. In the Middle East they have oil to buy people off
with, you know, to make this trade of loyalty for welfare. We do the
same in Russia. China doesn’t have these resources, but my guess is
they have this immense mass of cheap labour supply, and that’s what
provides the resources to the Chinese authoritarian state. As the
standard of living will rise, labour will become more expensive and
the Chinese state will have much less resources for this trade-off. So
that’s another similarity between China and Russia — that they have
both the resources to sustain this very expensive type of regime.
Mark Leonard: T just wonder to what extent there is a real ideo-
logical element to this. In the West we kind of assume that, given a
free choice, most people would opt to live in a liberal democracy,
and that impulse for individual freedom is something that is a kind
of natural given. Therefore, people are almost choosing against their
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nature if they support these states. They might be scared of being put
in prison, and they might do it because they are being bribed by the
system. I just wonder whether that is true: to what extent do you
think that these capitalist authoritarian great powers might sustain
themselves by offering a different account of freedom?

We’ve been focused on whether these are efficient systems of
government. Can they deliver public goods for their citizens? Can
they deliver order? These things could earn contingent support. But
another way of looking at it would be to ask if they have developed
a normative alternative.

Daniel Sachs: To me the big threat today is — because I agree with
all the things that have been said about the vulnerability of an au-
thoritarian system — that the liberal democratic system is in very
poor shape, which would mean that the authoritarian capitalist
states could at least survive for longer than they would have if the
liberal democratic system was in better shape.

Gideon Rachman: Is there an ideological challenge as well? I won-
der whether there’s some sort of analogy with the 1930s. We are not
remotely in such bad shape yet, but if there is a sort of capitalist
crisis, and people lose confidence in the kind of market-driven
model, then you have some sort of crisis in the West analogous to
what happened after the Great Depression. And, if at the same time,
you have apparently successful authoritarian capitalist regimes, then
I think you do have a sort of slight replay of the ideological argu-
ments of the 1930s. And the fact that the Russians and the Chinese
are deeply suspicious of each other, doesn’t mean that, seen from
outside, they might not present some sort of ideological challenge,
just as authoritarianism was appealing in the 1930s. Some people
looked to the Soviet Union, some people looked to Nazi Germany.
But what they agreed on was that our system doesn’t work entirely
well, and maybe we can learn something from these guys. Now
I think that we in the West are still a long way from jumping to that
conclusion, but maybe countries in-between might be tempted.

We were talking earlier about what the common elements be-
tween Russian and Chinese ideology were. It seems to me the com-
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mon element is nationalism. What they say to their people is: “We
have been humiliated; we have been weak and now we’re going to
be strong.” And that’s a common element of the narrative project in
both China and Russia. Just one footnote thought which struck me
is that there is a difference between China and Russia. I think Russia
might be an example of what our political scientists call “the oil
curse”. Authoritarians have to generate resources to buy people off.
China has done that through massive rapid manufacturing-driven
growth. Russia has done it in a way a bit like the Middle Eastern
countries which haven’t found the need to develop a social contract
of the sort that underlies democracy.

Kay Glans: You often see a pendulum swinging between freedom
and security. Might we see a general trend towards more security? It
would draw the balance differently even here in the West. You were
mentioning nationalism in these authoritarian states. We also see
nationalism of a slightly different kind in the West where people,
being threatened by globalization, being provoked by the mobility of
the economic elites, grasp for the nation as a vessel wherein they try
to create some kind of equality. I call it “national socialism” but
it doesn’t have to be racist. But it is an attempt to create a better,
a more predictable world within the national frame of reference.
I think we have the trend in the West also, and it will interplay with
the nationalism of the authoritarian great powers, I think, in shifting
the ideological pendulum towards more security.

Diana Pinto: I have an intrinsic problem with the notion of the au-
thoritarian capitalist countries becoming models, because T don’t
think China sees itself as a model of anything. It’s just itself, and it’s
not trying to tell the world “become like me”.

Mark Leonard: It takes two sides to create a model. It’s not just
a question of whether China sees itself as a model. Lots of people
around the world see it as a model and that can become self-fulfil-
ling. So, if you go to Iran and people talk to you about the Chinese
model and you go to Nigeria and people talk to you about the
Chinese model and you go to Central Asia and people talk to you
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about the Chinese model, maybe there is a Chinese model. Maybe
the Chinese won’t necessarily recognize their model in the way Iran
talks about it. But China has not completely failed to notice that it
has done quite well economically over the last generation, and that
leads to a rise in self-confidence. Maybe they tell you there are lots
of problems in China etc., but they are learning their lessons, they
are experimenting with ideas and when they work they roll them
out. Actually they do export them in a minor way. In Burma, for
example, they’ve been trying to encourage the Burmese political
class to learn from the lessons of the Chinese political system in
order to make themselves less open to external opprobrium. In
Central Asia they did teach various governments how to do proper
crowd control, and in Africa they’re opening five special economic
zones that are based on the Chinese model of development, and
there are thousands of economic zones around the world which are
direct copies of the Chinese model. And they are also bringing thou-
sands of people from Africa and other developing countries to China
to give them lessons on the Chinese development model. They’re not
dragging them there; these people desperately want to go and learn
about the Chinese model. There is a degree of export, but it’s not the
same as the Soviet Union trying to spread revolution, and it’s not like
the Mao era of exporting revolution to other places, but I think it’s
becoming a model.

Gideon Rachman: There is also a slight racial element to the model.
I remember hearing, you know, from a kind of great ideologist of the
rise of Asian power saying, you know, one of the attractions of the
China story for people like him, who aren’t ethnically Chinese, is
that people felt humiliated by the fact that success had been confined
to the West, and that what China was saying is that people like him
can make it. There are successful societies which aren’t either under
the umbrella of the US or follow the model of the US, which have
found their own paths that you too can be rich and powerful. And
that seems to me potentially quite a powerful message for people
who have a very ambivalent relationship with American power.

Edward Lucas: I've wrestled with this question of wanting to use
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the phrase “national socialism” without its Nazi connotations, and
I think a better phrase maybe “national welfareism” because the
welfare states in their heyday buffered the potential losers from eco-
nomic change, from its consequences, and that they would buy into
the creative destruction that is inherent in capitalism. And maybe
that needs to go up another notch because of the intensity of the
effects of globalization. The thing which is really important is the
question: “Is this for export?” And I don’t know about China, al-
though what Mark says sounds lucid. But I think people often com-
pletely misread what is happening in Russia. They say that the
corrupt secret police rule doesn’t suit too well here in Russia, so it
obviously can’t be for export. I don’t think that’s true at all. It’s quite
attractive, and I think this is spreading quite fast actually in Eastern
Europe. We’re quite alarmed to see the way in which press freedom
is going backwards in Eastern Europe.

Summary of the first panel

Azar Gat: There is a lot on our plate now. During the 20th century
there were three big ideological systems. Each had a recipe for or-
ganizing modern society and for coming to grips with the problems
and changes of modernity and industrial society: capitalist demo-
cracy, capitalist non-democracy and communism. Now two of them
were given a run during the 2oth century and one experiment was
cut short by the two world wars. Proponents of both authoritarian
capitalism and totalitarian capitalism were simply pulverized in
these wars, crushed completely and underwent forced democrat-
ization by the victors.

What I’'m suggesting is that our database is limited. We think
in terms of very few paradigmatic cases which we generalize. We
think of fascism, Nazism in Germany, Italy and Japan during the
30s, whose experiment was cut short and has not been represented
since 1945. Historical lessons are a tricky thing. If you look at the
20th century, what we can most safely say is that communism
proved to be economically inefficient to the point of a lack of viabil-
ity. So this option is apparently off the table. What we have now is
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the return of the option of non-democratic capitalism that was gone
after 1945. As I said, I'm not a prophet and I don’t pretend to be.
China may democratize and Russia may reverse its drift to author-
itarianism. But even if they do, 'm not sure whether this will be
because of special circumstances relating to both themselves and the
global system, or because of a supposedly intrinsic democratizing
tendency in modernity. So things may develop differently from the
paradigmatic German case, because of circumstantial differences.

Let us try to look at the future and see the relevant factors that
might affect the outcome. First of all, I know that Russia and China
are very different, but Ill start with the common denominator. Both
systems are in transition, indeed in the beginning of transition. They
both come from a communist system that was defunct and bank-
rupt, and they are now looking for a way into a future which is not
clear to them. So both lack a clear vision of the future; both lack a
guiding ideology. On the other hand, they might in time develop
such an ideology, develop their own ethos.

I never said that Russia was strong, Russia is weak and is also
small relative to the other players, and this is not going to change.
China is huge, of course, and is going to be much stronger, im-
mensely stronger within a generation. It might be yet stronger with-
in two generations. By the 2020s it’s going to be probably equal in
GDP to the United States, but not in GDP per capita — many people
confuse the two. So it will not be as strong as the United States by
the 2020s, but it might be by 2050. And with increasing strength
comes self-confidence and growing assertiveness. They are patient
and pragmatic and they know that they have to cross this gap, and
so they might be less assertive now and may become more assertive
later. The Russian success now is based on rising oil and gas prices
and other commodities. Would Russia be able to generate industrial
success? May this be the next step? It has an educated labour force;
its labour costs are still low in comparison to the developed world,
so might Russia not follow the Chinese example in this respect? If
it does, the foundation of her success as a country might be more
secure than with the current raw material bonanza that she’s experi-
encing. With respect to Russia’s economic success that’s the key
question.
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Both countries are in a transition, and obviously one of the elements
of this transition is going to be the rule of law. Germany was semi-
authoritarian until 1918 and yet it had a very strong rule of law;
with Japan it was the same until 1945. The rule of law will neces-
sarily be better if the country is to retain its economic success and
political viability.

We have touched upon the factor of ideology. We tend to think
of liberal democracy as a neutral mechanism for choosing between
values. But liberal democracy incorporates a whole set of values, of
which some people and some societies are deeply suspicious, and
have been since the 18th century. There is a lot of talk about Asian
values in East Asia and this obviously represents a genuine senti-
ment. Western democracy is based on the idea of individualism,
which has its own historical roots in Anglo-Saxon societies, mainly
in Britain. There’s a much stronger emphasis in Asian societies on
group-centred values and on hierarchies. May I point out that Japan,
which was very successfully democratized by the United States, has
practically not seen a change of government since the mid-1950s?
This is not the practice that we are used to in democratic societies.

I don’t see a crisis of liberal democracy. I think it’s working
tremendously well. We have nothing like the 1930s. But there is this
sense of a deep crisis in western societies, and there have always been
a lot of reservations about liberal values, excessive promiscuity,
party divisiveness and vulgar mass culture. The catalogue is long and
is going back to the late 18th century. Criticism of liberal society was
very strong during the 19th century, and it was of course central to
the fascist critique of liberal democracy during the early 20th cen-
tury. We have become more tolerant of the vices of liberal demo-
cracy because of its obvious success. Other societies may not be as
tolerant, especially where there are deeply grounded value systems
which are different from the western — say in East Asia.

Can this become a different model of modernity? I think there is the
potential there. We talked about what the components of Chinese
ideology might be. They will probably involve Confucian values of
hierarchy, of social order and harmony, and be presented as a con-
trast to liberal divisiveness and individual atomism. And there
would be nationalism, of course, not only in the negative sense that
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we rebel against, the dominance of other cultures, but also in the
positive sense — I don’t mean this in a value sense — of people look-
ing for a source of identification with their societies and with their
people, a sentiment which some people feel is lacking in liberal
democracies.

There is the making of a different model there. The liberal
model is universal in its message, but the message need not necessar-
ily be formulated in universalistic terms to have a broader appeal.
Again let’s take the fascist and the Nazi message during the 1920s
and 3o0s. This was a very particularistic message. It was national;
it was based on “my country”. Still it had a lot of devotees, and
people who imitated it outside Germany or Italy or Japan. Every-
body applied it to his own particular society, to his particular coun-
try. So the message might be deeply Chinese, deeply East Asian and
still appealing to other societies who would reject the liberal model
and look for something more encompassing, something more group-
centred, something more hierarchical and supposedly harmonious.

Johan Lagerkvist: I’'m interested in knowing if India could and
wants to become a role model for the developing world, because, to
my mind at least, Indians are not really that proud of their demo-
cracy, because democracy came to India before the middle class and
they nowadays seem to take that for granted, very much the way
Europeans do. But we tend to say here in Europe that every new
generation has to conquer democracy and we have to win the
democratic values for every generation. But Indians don’t seem
to say that.

Azar Gat: India is only beginning to modernize. We know that this
process poses challenges to democracy and to national unity. And
India is a very fragile case in this respect. I mean it’s a nation state
with a huge ethnic diversity and it’s a poor democracy. Now unity
and democracy are going to be under pressure as India modernizes,
as the population moves to the cities and so on. So the Indian case
is going to be another challenge in the coming decades.

Rachel Briggs: We have a couple of hours to probe these questions

41



further later on this afternoon. So I’'m going to thank us all very
much and give us a much needed break for a coffee and a walk
round these beautiful grounds. I suggest we take a good fifteen
minutes.
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2) Panel 2: Internal dynamics in China and Russia

Theme for the panel: Authoritarian states today, focusing on China
and Russia. Comparisons and predictions about internal develop-
ments. Russia’s position as an economic-political model is not very
strong. Does China represent a viable alternative, an alternative
capitalism, in its own eyes and those of others?

Feng Zhang: Thanks for inviting me! I want to make clear 'm
Chinese in case you need to interrogate me about China. Briefly
I will discuss two questions. First the historical pattern of demo-
cratization in Western Europe and its relevance for China. Second
I will talk about the so-called China model. Is there a China model?
And finally I’ll discuss how we might conceive the internal dynamics
of China’s political development.

From a Chinese perspective, I would like to point out the strik-
ing fact that today 62 per cent of all countries in the world are
democracies, if not liberal democracies in the sense of the Western
world. So China is actually surrounded by a whole lot of demo-
cratic countries, with the major exception of Russia, of course. But
Russia was, as China discovered during the Cold War, highly unre-
liable, so China has to find a way for itself whether in its domestic
or political development and above all in its foreign policy. That fact
has been realized by the Chinese Communist Party now.

In 1900 not a single country had what we today would con-
sider a democracy, a government created by elections based on every
adult citizen’s vote. Today 190 are democracies by that definition.
This is a remarkable achievement, and how did it come about?
Others have already mentioned several reasons. I would just like to
point out a pattern in the democratization of Western Europe. We
first need to build a constitutional liberal tradition; then we go on
with democratization, that is giving the vote to the people. First of
all capitalism and liberty, namely the rule of law, and then demo-
cratization.

The question is, of course, whether this will be applicable
to countries outside of Western Europe. Many people will say yes,
and point to countries like South Korea, Taiwan, Thailand and
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Malaysia. You can argue that they have all followed this path. We
can discuss whether domestic factors were more important than
external ones or vice versa. People argue that as China’s economy
develops, it too follows the first part of this path, that is economic
development and capitalism, and it will inevitably lead to demo-
cratization. I'm not sure whether that’s true or not, I’ll leave the
question to a later period.

But I'd like to point out that there is an increasingly important
voice from China with influential scholars arguing for a China
model. Professor Pan Wei who is a famous academic at Peking
University recently gave a talk at the Foreign Policy Centre in
London in which he talked about a China model. This model
consists of four subsystems: a unique way of social organization;
a unique way of developing its economy; a unique way of govern-
ment, and a unique outlook on the world. Quite a few Chinese ana-
lysts have followed him in arguing for a Chinese way of doing
things, as distinct from the Western way.

I want to argue otherwise. I have an enormous respect for these
scholars, but in this regard their reasoning is fallacious. I wonder,
first of all, whether there is a distinct China model. Second, whether
this so-called China model can sustain itself. And third, whether it’s
wise to advocate a China model at this moment.

We need to use the word “model” carefully. Using it loosely we
get lots of models. You get the American model for sure, but why
not then the French model, the British model, the Western model,
the Japanese model. I have no objection to using the “China model”
if the word “model” is used in this way. But it tells us nothing inter-
esting about the Chinese path of development. The Chinese are fol-
lowing the Chinese way of doing things, but then of course every
people follow their own way of doing things. Why single out China?

I suppose the reason why those in China are talking about a
China model is that they’re genuinely excited. They feel proud of
China’s economic achievements over these past 30 years. Recent
figures from the World Bank show that, in terms of purchasing
power China has already surpassed Japan as the 2nd largest eco-
nomy in the world. This is wonderful news, and the Chinese should
be rightly proud, but it is premature to proclaim a China model at
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this moment. If you listen to some people, it sounds as if China has
again fulfilled its historical destiny of being the centre of the world.

The statistics can often mislead us. They disguise the massive
problems that are created by China’s rapid economic development.
The living standards of the Chinese have been rising considerably in
the past 30 years and 400 million people have been lifted out of
poverty. But at the same time serious problems have been created,
and some of them are still lurking behind the scenes but will become
more prominent with each passing day.

Think of the environment, for example. China now releases
more CO, than any other country in the world. Inefficient use of
energy is creating social, political and foreign policy problems for
the government. Think of the recent rise of inflation, which creates
lots of problems for the Chinese people at this moment. And you can
think of a host of other domestic problems, such as corruption,
which we briefly mentioned, and problems like land seizures, which
recently lead to a clash between the police and peasants in Chinese
villages, in which the police fired their weapons on these people.

And there’s amongst a section of Chinese society a massive
discontent with the current state of China. The Chinese government
is worried about social stability more than anything else. You can
think of various gaps in Chinese society, gaps between the rich
and poor, the rural and urban areas, and the coastal and inner
regions. These are all generated by the so-called China model. And,
of course, there’s the more important question of whether the cur-
rent wealth can be sustainable. I'm inclined to think that, unless the
government makes some substantial innovation, current growth
creates problems related to the environment, energy, and a wealth of
regional gaps and so on, which will likely derail Chinese economic
development in the future.

There have been a lot of structural problems accumulating over
the past 30 years, and it will not be easy solving them. In politics
there are more problems. Professor Pan Wei put forward the notion
that China is now more of a meritocracy than any other country. But
can a meritocracy solve the problem of political legitimacy in today’s
world? In olden days China’s emperors could claim the mandate of
heaven. In the revolution years the Chinese peasant was seen as the
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saviour of China. Now old bases of legitimacy have weakened and
new ones will have yet to be created.

There are three kinds of processes that can generate legitimacy:
in terms of outcome, in terms of procedure and in terms of fairness.
In terms of outcome not everybody gets what was created in the past
30 years. In terms of procedure, not everyone regards the current
political system as the right way to govern the country. In terms of
fairness, certainly, a lot of people think China is a deeply unfair
society today. So there’s if not a crisis in legitimacy, then certainly
a very serious problem.

With these problems, can you say that China is offering a
distinct model? I think the answer is negative. Of course, China may
offer more in a generation’s time, but to advocate a China model
at the moment is misleading as well as harmful for policymaking.
For example, it easily generates complacency. China is unique in
some respects; there is no problem with that, but so is every other
country.

What is more important to recognize are the similarities China
increasingly has with other countries. This is perhaps most obvious
in its foreign policy. As China becomes a great power, it will in-
creasingly behave like the United States, because that’s how great
powers behave in the international system. China will intervene in
other countries domestic affairs more, and it is increasingly doing so.

The Foreign Policy Centre published a well-known thesis
called the Beijing consensus by our friend Joshua Cooper Ramo. But
as Mark Leonard shows in his new book, there is no consensus
among China’s elite today; there’s no consensus about how China
shall adopt an economic development path, and there is confusion
among the Chinese people regarding social values in the society. If
there is a Beijing consensus, I prefer to see it rather as a process in
which China searches for a development path that best suits its
needs. It is a process, leading in an as yet unknown direction. I have
confidence in China’s ability eventually to generate a China model,
but as it stands now, that Beijing consensus, it’s hardly a model at
all. And certainly the more important thing for China is to fix the
myriad problems first, then talk about models.

Where does all this lead us, well, what does all this mean? I’d

47



China is already
capitalist for sure, but
other conditions may
derail the direction
towards democracy
and instead pull it
towards other,
unknown directions.

We can’t know for
sure what direction
China will take in
the future.

like to make two final points. First of all China’s development in the
past 30 years is better characterized as gradualism, if you want this
kind of term, as they search for something that can work for con-
temporary China. And gradualism is not a model. Second I would to
like to put the political development of contemporary China in a his-
torical framework. Think of the recent problems in Tibet! Everyone
who has a little historical knowledge knows that the Tibetan prob-
lem is a legacy of China’s imperial past. Tibet was conquered — I use
the word conquered because that was exactly what happened - and
incorporated into the Chinese empire by the Ting dynasty, the last
dynasty of Imperial China. So communist China today is still deal-
ing with this legacy. I am tempted to think that China as a multi-
ethnic polity which used to be vast empire can never transform itself
into a nation state in the truest sense of the term. Today China in
fact exhibits the mixed characteristics of being both an empire and
a nation state. The question of whether China can develop liberal
democracy depends on whether democracy of whatever kind can
solve China’s complicated developmental challenges. The eventual
political system that will emerge is a system that can successfully
manage the mirrored problems that will emerge in a polity of im-
perial magnitude such as China. This goes back to what I’ve said in
the beginning: the European path of democratization followed the
pattern of capitalism and liberty — first the rule of law, then demo-
cracy. China may or may not follow this pattern. It is important
to recognize that we can’t believe in a unilinear view of historical
development.

There is a so-called past penance in historical development.
China is already capitalist for sure, but other conditions may derail
the direction towards democracy and instead pull it towards other,
unknown directions. We can’t know for sure what direction China
will take in the future. There is a lot of past dependence here, and
one condition can lead to many, many different outcomes, depend-
ing on the intervening processes. So I would just like to conclude
that it is premature to say China will become liberal democracy just
as it’s premature to proclaim a China model at the moment.
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Rachel Briggs: Thank you very much. We move straight on to Johan
Lagerkvist.

Johan Lagerkvist: Thank you very much. My paper, with the
title ”The Limits of the China Model”, submitted for this con-
ference, will echo a lot of arguments made by Feng.> China today is,
of course, to many people in the developing world becoming or
emerging as a model. It is interesting to note that China has been
a model for East Asian countries for centuries, its Confucian value
system extending into Vietnam and Japan etc. And when Socialist
China became a world power, it also became a model for African
nations and all of South East Asia.

Today however, this model of China is showing a lot of inter-
esting phenomena. On the one hand China is participating in all the
global processes — cultural, economic and also to some extent polit-
ical — but they are trying to limit the influences from globalization
processes on China. So while China is becoming more important to
all of us, the question we have to ask ourselves is how important are
we to China? To what extent are China’s values globalizing? We’ve
heard before that China is doing more in the international arena
when it comes to solving the nuclear issue on the Korean Peninsula,
and they are also sending special envoys to Burma/Myanmar behind
the scenes. So if you just speak about the diplomatic elite particip-
ating in multilateral fora, China is becoming more internationalized.
But Chinese values proper, looking across China, present a different
picture. So many new books and articles speak about China as both
a model and in the making, so we have to discuss what all these
values inside China are. What are they going to be, and will there be
a cultural attraction for a Chinese model?

There are quite a few people in China claiming that there is
some kind of Chinese way of life, perhaps a political economic
model that is taking shape and many people speak about China’s soft
power as being very important to them. And some even think that
they can close the gap with the United States in just three to five
years time. That was, of course, before the incidence in Tibet. Not
many people would like to have a kind of system that is only creating
economic goals and then using the coercive stick when necessary.
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But when we discuss China as a superpower in the making we must
also try to understand the Chinese leaders’ mindset and what they
always refer to — political and social stability. What does that mean
to them? Is it just an excuse for delaying the democratization of
China or is it actually something that we should listen more closely
to? I think so because China shares borders with fourteen other
countries, some of them hostile: Vietnam, Japan, the Republic of
India and Russia. So there’s a different kind of setting if you com-
pare to the United States. We have to take this phrase more serious-
ly and realize that they are actually quite insecure about what China
will move into in the next phase of transition. Because even the
highest leaders in China have actually said that they are not elected
by the people and that is something that they are working on, but
that will take time. So that also is quite telling, that they know that
they have legitimacy but they also know that they are not elected.

When trying to understand why the Chinese government is still
very much in the driving seat, so to speak, both shaping public opin-
ion and creating legitimacy for its rule, we also have to see the in-
come disparities in China and the fact that, despite the economic
growth, there are problems in China. Not least we can see that
through what has happened in Tibet. The Chinese leadership has
perhaps focused too much on economic growth and not on other
issues such as democratic inclusiveness or political participation and
other things that are important when the country modernizes and
becomes a middle income country. China is doing that right now
with the very significant middle class. But Tibet shows that you can
build as much infrastructure as you want, you can build railroads
going up onto the Tibetan plateau, and you can pour investment into
the area — yet people are unhappy about something and that will
of course pertain to other things like identity or religious freedom
and social freedom. The Tibetan case is illustrative of other things
perhaps still to come in China. In the countryside in China in the
Han Chinese areas we also have a lot of discontent and disenfranch-
isement and losers in the reform process. And you cannot always

3) See Lagerkvist, Johan, “The Limits of the China Model”, Glasshouse Forum 2008.
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pacify these people by making concessions, by investing more and
trying to combat corruption locally. You also have to offer a guiding
vision for the future. There’s a lot of soul searching going on, trying
to make use of and tap into Confucian values and all that, but it is
not that easy.

I would also concur with what Yevgenia said before, that these
two systems of the former Soviet Union and China today are similar
in so far as the Chinese political system still faces this common
conflict with having the market-oriented system and an old political
structure still existing side by side. Something has got to give way
here, and it is the party apparatus. It is reforming, but is it reforming
as fast as is necessary? I am very hesitant about that.

But it is interesting that the Chinese are studying the implosion
of the Soviet Union very meticulously. And they have understood
that there was a crisis of faith in the Soviet system. People in public
positions tended to loose faith in the system. You don’t see that in
China, because the system is generating something and they know
how to remedy the emerging crisis. We do not face an imminent col-
lapse of China, but they still have to mitigate those problems that
will come with these different systems, the market system and the
political system, in place.

There are some people in China, some think tank specialists,
some directors in the big cities who are slowly understanding that,
yes we have more influence, we have more power, we can do more
with our power and all. But most people are still quite insecure,
because they carry this cultural inferiority complex that they missed
out on the industrial revolution and missed out on catching up with
the West. We will never become a superpower, we will never seek
hegemony, we don’t have the capacity for that, not yet at least. So
the study, for example what China is doing abroad in Latin America,
in Africa, in Central Asia, shows that they think they should not
actually try to push their view on these people, because they have
to seek themselves like the Chinese did. So if there’s anything that
actually exists in the so-called China model it is the promotion of
gradualism. Every country should try to find its own reform path,
that’s the only thing that the Chinese are saying.
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Yevgenia Albats: First of all, thank you very much for inviting me
here. I will very briefly draw a picture of the current regime in
Russia since there is a lot of mythology going around especially in
the press. First of all it’s probably worth clearly defining the nature
of the regime that exists now in Russia. It has nothing to do either
with democracy or with sovereign democracy. It’s a weak authoritar-
ian regime. In some theoretical models it’s called a hybrid type of
regime. I prefer to use a different definition that clearly explains the
driving force of the regime and call it bureaucratic military authorit-
arianism. It is a regime that is based on a coalition of people; in
Russia’s case it’s predominantly people from the political police
which used to be called the KGB and now goes under the acronym
FSB, and all other agencies that surround it. This is the most power-
ful part of the coalition. The second part is the bureaucracy which is
not the driving force but are the operatives in the coalition.

These kinds of regimes are nothing new to the world; they
existed in many countries in Latin America. It is the question of the
amount of violence that a regime chooses to use. The most import-
ant part of it is the coalition of two institutions where both institu-
tions are hierarchical in nature and both institutions carry some core
values. When it comes to the most important part of the coalition,
they have a common background, they have a common language,
they usually come from the same schools, they have common values
and they have a common understanding of their place in the world
etc. Of course, there are all kinds of problems inside, and they are
ready to kill each other at any moment, but to the outer world they
present themselves as a unity.

This type of corporativist politics is nothing new, you can see it
across the twentieth century and across countries in Latin America.
So we know the way these regimes work pretty well. There are sev-
eral things that are embedded in the model. One is that the decision
makers’ sphere is very secretive, concealed from the public gaze,
another that they tend to reduce political mobilization. They don’t
allow really for the existence of any sort of political parties. They
incorporate political parties and organizations of civil society inside
the corporation. Thirdly it’s very important to take into account that
those types of regimes are driven by corporate rules rather than by
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institutions.

In the current Russia, people who used to work with the KGB
comprise 50 per cent of the people in the state-affiliated companies
and in the governmental power structures, in the administration of
the president, which is the key centre of power in today’s Russia. We
have no idea how this will develop after Putin steps down and be-
comes Prime Minister, and his successor becomes the head of state.
I just remind you that Russia is not a clear type of presidential re-
public; the head of state is not the head of the executive. In the cur-
rent administration of the president, 68.6 per cent used to work in
the KGB or KGB-related institutions. Of them, almost 48 per cent
came directly from the KGB. In the executive, 40 per cent of the
people are all top executives. This is ministers and deputies, and of
them 22 per cent came directly from the KGB. Just to put it in a
comparative perspective, in Gorbachev’s elite among the top offi-
cials, KGB people accounted for only 5 per cent. In the late Yeltsin
era they accounted for 33 per cent. So now among the top political
elite, KGB people account for 66.7 per cent. Some of this data is my
own, I have specialized in the field for approximately 20 years. Some
comes from Olga Kryshtanovskaya; she’s a well-known specialist on
Russian elite, and some from Stephen White from Great Britain.
They have written a couple of very good papers.

So we were first talking about the regime that is based on a
coalition and by nature is a very unstable regime, as is any coalition
regime that doesn’t have a broad base, but is based on just two insti-
tutions and not grounded in any party structure. And second, it is a
corporative type of regime. What we see right now is the process of
the institutionalization of the regime in Russia. Institutions were
destroyed in the early 9os. Then new institutions came in their place
in the mid gos, like parliament, like the constitution. Parliament is
nobody any more. It’s just a coalition of yes-men who say yes to the
executive. This puppet party that was set up by the presidential
administration comprises the constitution majority in Russia today.

The constitution became quite real in the 9os. Of course you
know that Stalin’s constitution was the most democratic constitution
that ever existed in the world. But still the constitution became
something like an icon for many Russians in the 9os. However, step
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by step Putin and his buddies have violated one article after another.
Just recently Putin violated Article 10, chapter 1 of the Russian con-
stitution. The reason I am telling you the numbers is because this is
the foundation. This chapter is called The Constitutional Founda-
tion of the Russian Republic. And any changes to this require a
popular referendum. Anyway, he became the leader of this United
Russia Party, which has a constitutional majority in the parliament
and he’s going to become the chief of the executive, the Prime
Minister after May 8th. The Russian constitution doesn’t allow for
that. Article 1o prescribes the separation of powers. No one has even
noticed this: Putin is going to combine in one person the chief of the
executive, the Prime Minister and also leader of the majority in the
legislature. So the constitution doesn’t exist; a lot of laws that derive
from the constitution no longer work. The rule of law, good or bad
doesn’t matter, that existed in the 9os, has evaporated by now.
Now what kind of future should we expect in that context?
There is a joke in Russia; what’s the difference between an optimist
and a pessimist? The optimist says it can get worse, the pessimist
says there is no way it can get worse. So ’'m an optimist; I believe
that we have yet to hit bottom. The whole question is how badly this
will go, because the regime does understand that it is lacking in legit-
imacy, and that there is a need to bring in something, some ideal,
some ideology in order to provide it with more legitimacy. Currently
they are trying to play with Russian Orthodoxy, and Russian
Orthodoxy has recently become a substitute for the communist
party. So Russian Orthodoxy in a way is becoming an idea that
should sort of unite all Russians, because there is no other basis to
reunite the people. There is a huge disparity in terms of incomes.
There are 2 per cent of super rich and still 15 per cent or 20 per cent,
depending on how you count, who live below the poverty line etc.
If it goes this way then, I don’t want to say that we’re going to
repeat Nazi Germany, but we may come very close. I don’t think that
they will go to excesses; there is no need for the gas chambers any-
more probably, but it could go that bad. On the other hand, a lot of
people from Putin’s elite tend to secure their money in offshore
accounts and in different Swiss banks. They send their kids to study
at western universities, a sign of chic is to take a private jet at
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Moscow Airport, to take street girls and bring them to Paris. They
have their own understanding of luxury. They love to have quiche in
Nice or the places around Nice, so they don’t really see themselves
constrained inside the borders of Russia. They love the life that
Europe provides them; they are attached to European vacations and
the way of life, and they buy houses in Germany and in Switzerland
and in Paris and in France and all around Europe. This is the only
constraint that I see that may allow Russia to evade the worst-case
scenario. People from Putin’s elite — we are talking about several
hundreds of people, not more — really want to be accepted in the
outside world.

The next couple of months are probably going to be quite
complicated. It’s not clear how Putin and Medvedev are going to
share power. They will have to set out some framework. It has no-
thing to do with the Russian constitution or laws or anything like
that but it’s a huge problem here with the loyalty of the people in the
political elite. There are some 15 agencies in total; they report to the
president of the country; however people in the political elite don’t
recognize Mr Medvedev as head of state. They know better than
anyone else that he has managed to collect some 31 per cent of the
vote in the last election, so he is not legitimate to them, and nor
is he part of the corporation. He comes from a law enforcement
agency; he’s not a part of the corporation, but an outsider. So how
this will go, whether Putin manages to keep an eye on people in the
political elite, constrain them, provide for them, buy them off with
more oil wells, gas pipe lines or land, this remains to be seen, but we
are stepping into a period of profound uncertainty. And this is
something that the western world doesn’t really understand, it’s
so blinded by these tons of oil and cubic meters of gas that Russia
pumps, and of course you know the European dependency upon
Russian gas is definitely profound. I would say that the future
is extremely unclear both in terms of domestic and international
politics.

Edward Lucas: I think it’s very interesting, this question of what is
really distinctive about Russia. And I would agree that you can find
things in Latin America perhaps in past decades that look a bit sim-
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ilar to this sort of coalition of secret police people and bureaucrats.
But I think there is something very distinctive, which is what people
often call the Stalinist legacy. I just think one always has to say
Leninist, because Lenin invented practically all the things that Stalin
continued, and what that left was a sort of profound reach for the
NKVD and other agencies, the Chekisty for short, in society. I think
that even in the Latin American dictatorship there wasn’t quite the
same sort of memories of mass deportation and mass murder and
mass starvation which they had in the Soviet Union at the hands
of those people. They have more blood on their hands and they are
scarier. So in the general population a certain generation flinches at
the thought of those organs in ways that I suspect doesn’t happen
in the other countries.

So that’s one legacy, the other is this extraordinary lasting use
of World War II as the sort of defining story for the Soviets and now
the Russian states and all the problems that that brings with re-
gard to relations with other countries. I don’t think that Brazil or
Paraguay are actually fixated on what it was doing in what was hap-
pening 50 years ago and get, you know, really cross at their
neighbours when they have a different version of history. The way
that Mr. Putin visibly gets furious when he is asked in public about
the Molotov-Ribbentrop pact, it literally hits a red button for him.

The other thing which I think is very important is that Russia
is still to some extent an empire. It inherited the territorial conquests
of the Tsarist Empire. It has chiefly shed most of the Soviet gains.
This is a highly unusual continuous empire, and is still really un-
digested. It is really interesting to in this way to look at the relation-
ship with Tatarstan. First they tried to co-opt and buy the Tatars;
sometimes there would be a bit of bullying of things that the Kremlin
really minds about, like writing the tartar language in Latin letters
rather than Cyrillic. They slapped this down very hard. But I think
there is a real problem with this nationalities issue, and there is a real
problem in using orthodoxy as the axis, as a sort of central platform.
Where does that leave the 20 something per cent of non-Slav
Russians, in particular the Muslims? This will be instantly alienating
to many. I think that we have the mood of a kind of red-white-
brown coalition: red for Soviet nostalgia, white for tsarist nostalgia
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and brown for semi-fascism. In the West we tend to have the idea
that it is just a matter of time before it gets democratic, but it might
just as well go black, especially if this chauvinist great Russian idea
really becomes the central thing. On the question of the way that the
elite feels global, I think you are absolutely right. I think the import-
ant thing in this is that they cannot pay any price attached to this.
When Britain was restricting visas for the elite after the Litvinenko
murder thing, which is a very good thing that we did; we thought it’s
outrageous. They were complaining that they have children in boar-
ding schools and my wife can’t visit. A very small but I think very
telling example was when Estonia joined Schengen. The first thing
they did was to put the visas of the Nashi leadership* on the
Schengen black list. So these golden youths of Russian politics sud-
denly found that they couldn’t go to France any more. Actually
Europe has a lot of soft power, if people choose to use it.

Gideon Rachman: I was listening to what Ed had to say about the
Soviet memory of deportation and some national trauma. That did
strike me as a possible parallel to China, because it’s also a country
which went through this unbelievably traumatic period in its history.
I am thinking about the Cultural Revolution. And the Communist
Party is still in charge in China.

Feng Zhang: The Cultural Revolution obviously was settled for
a time in the early 1980s when Deng Xiaoping became paramount
leader and tried to re-evaluate Mao Zedong and what he did to this
country. And since then we have had no major revaluation. So at
least ordinary people don’t talk much about the Cultural Revolu-
tion. But some segments of the population do feel that the country
was more egalitarian under Mao Zedong. Now it’s highly unequal.
So in their sense people began to feel that there was something
indeed worthy in the Mao Zedong era, whereas now everything
is quite chaotic.

In China there’s been a long period of so-called victim men-
tality which basically says China is a victim of great power politics,
of imperialism since the middle of the 19th century, beginning with
the Opium War, and ending with the Japanese invasion of China.
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But now as China becomes stronger, people have begun to argue that
it should have a great power mentality to suit its new status in the
international system. Again this is nothing surprising. As a country
becomes a great power, its thinking will inevitably change and we
should expect in the future, as China becomes stronger, it will have
more of this kind of new thinking of how China should behave in
the new international system. And China has to behave at least in
some ways as the United States has behaved.

Chinese policy makers certainly have to expect that, as you
grow stronger, outside powers see a threat and respond to it with a
variety of strategies. One is to try to prevent Chinese economic
penetration in the West. This partly explains why Chinese com-
panies tend to expand in Africa and the Middle East, because there’s
nowhere else for them to go. I’'m aware that Chinese companies are
investing in Western European countries, but they tend to go much
more frequently to parts of the Africa and Middle East because in
terms of political environment, that’s more hospitable to their
expansion. As you grow stronger, you inevitably want to expand
your interests. The Chinese government says that China doesn’t have
expansive interests, we are quite content with what’s going on here,
but the reality will refute their argument. What we’re seeing today
is exactly the Chinese expanding their interests around the world.
They expand first into easy areas, of course.

Azar Gat: I am intrigued by the nationalist-imperialist tension. You
said that you don’t see China becoming a nation state, while I main-
ly think of China as a nation state. It has more than 9o per cent
Han Chinese; minorities, well they have the Tibetans and the
Muslims of north-western China, but they’re only 7 per cent all
together. It’s more of a national state than many, maybe than most.
As far as imperial ambitions are concerned, they are mostly directed
at Taiwan which they regard as Chinese in terms of culture, ethnic-
ity and so forth. So what is it that prevents you from looking
at China as a nation state? Now with respect to Russia, thanks to

4) The government-funded youth movement in Russia.
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the collapse of the Soviet Union, Russia is more Russian than ever
before, but they are also haunted by their imperial past and by the
loss of the empire and the little brothers as they call them — Ukraine
and Belarus. So there is a challenge to nationalism that may be posed
by imperial dreams, I don’t know if you can say ambitions. If you
could elaborate on Russia and China from this point of view: why is
it that you cannot see China as a nation state?

Robert Weil: So much of the Chinese industry has been built up on
exporting to America, but now we know we have the biggest con-
sumption bubble since the 1920s and that Americans probably
won’t be able to buy Chinese products as before. China built so
much of its wealth on being a trading partner with America instead
of building a strong society. If the Chinese middle class had been
stronger, the Chinese society would not have been solely dependent
on America and the West. If the consumption bubble bursts now,
then I think there is a big risk that the people of China will be upset
with their government that it didn’t foresee the vulnerability of the
West.

Feng Zhang: When I say China can be conceived in some respects as
an empire, I do not mean China is imperially ambitious as in the past
to expand its territory. China exhibits mixed characteristics of both
empire and nation state. The Chinese government now frames the
Taiwan issue as an issue of national unification so in that mindset
they take the Chinese nation state. But when I say China also tends
to exhibit a capitalistic sort of empire, I primarily mean that China
has yet to solve the kind of problems that manifest themselves in
imperial times. It is true that over 9o per cent of the population is
Han Chinese, and some minorities are very tiny in proportion of the
population. But if you look at the territory, again it is true that the
Han Chinese constitutes a majority of Chinese territory, but again
look at Tibet in the west of China. In the old days people used to call
it Chinese Turkistan. That was also a conquered region in the last
dynasty in imperial China, and some of the problems the Chinese
government is dealing with it today are quite similar to what im-
perial governments have dealt with in imperial times. The Chinese
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government is also centralized; there’s a highly developed central
bureaucracy, so in other words there is no difference between China
now and China then. The political norm is entirely different, a ratio-
nale entirely different in the past. Emperors can claim the mandate
of the heaven — that was their basis for legitimacy. I guess this is
where the problem is: the Chinese have to find a base for the legitim-
acy of their own rule in the future. Immediately following 1949 they
could base their legitimacy on the revolution. Perhaps in the 1980s
and 1990s there came economic growth. Now things are different.
On the one hand there are lots of problems, on the other hand you
do have to deal with political legitimacy in today’s world. So ’'m not
trying to suggest that China is an empire exactly in the way it was
in the past, but I try to emphasize some of the characteristics so we
can understand them better.

Rachel Briggs: Do you see the sort of economic expansion in Africa
and the Middle East as part of an ideological project for China, as
opposed to kind of a pragmatic economic growth project?

Feng Zhang: Economic expansion in these areas is quite natural,
and we can expect that as the economy grows, Chinese companies
want to expand for a variety of reasons. The government may want
certain companies to secure resource supplies; the companies will
want to expand for their own economic and financial interests.

Gideon Rachman: But I think it does almost by accident take on
a slice of ideological tinge as a sort of post-hoc justification. The
Chinese come under attack because of the way they are behaving in
Africa, and if you talk to China-Africa experts they will then say,
well hang on, we act legitimately and we are helping to develop
Africa and you in the West as former imperialists are not in a posi-
tion to lecture us. The economic rationale comes first, but then as
you become challenged, you have to develop a slight theory of what
you’re doing and why we are doing it and why it is legitimate.

Diana Pinto: Looking back on these authoritarian capitalist regimes
that we had in the western world, they slowly sank for all sorts of
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reasons into autarchy. Or anyway, there was this notion of socialism
in one country or “buy German, be German”, “only buy Italian”and
so forth. And I was just wondering concerning this authoritarian
mood, if you look at China today or Russia as you’ve mentioned
about the elites screaming because they can’t go to see their children
at Oxford this month, does this model, is it of use in a highly global-
ized world where China has invested and has phoney American

money in its portfolios. This is rather new isn’t it?

Azar Gat: We had the first globalized era at the end of the t9th and
beginning of the 20th centuries. The share of the GDP that was
traded was as large as it is today, and that order collapsed with the
return of protectionism and imperialism and eventually, after the
collapse of the world economy in 1929, with autarchy. Obviously
it’s very important that this will not repeat itself. Whatever you said
earlier, regression can also come from China. China is now inter-
woven into global trade as, by the way, was Germany before World
War I and it didn’t prevent the war, even though Britain was the
second largest trading partner of Germany and vice versa; it didn’t
prevent the First World War, even though many believed it would.
But after China develops, she may choose to go protectionist herself,
especially if her competitive edge diminishes because of a rise in
labour costs and so on. She’s the largest market. She may choose to
go on her own. We have had such massive reversals in the past.

Diana Pinto: I know we will talk sooner or later about sovereign
wealth funds, but trade for me did mean that you brought things
from one country to the other. That could collapse; you could create
a continental blockade or whatever. But now that countries are so
fully invested into the pension funds of others, involved into what
used to be domestic economic investments, how can you untangle
these things?

Azar Gat: Why do you think that investment is more difficult to
untangle than industrial production? I would say that industrial pro-
duction as it was internationally intertwined before World War [ was
much more difficult to untangle, and yet each country did surpris-
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ingly well, at least during World War I, and then less well.

Diana Pinto: I think it’s more difficult to untangle investment be-
cause it’s immaterial and all over the place rather than, yes you can
change the size of rail road gauges and the cut for support.

Gideon Rachman: It’s a very interesting question. If the Chinese
own 15 per cent of Wall Street, presumably they’ll want Wall Street
to succeed.

Diana Pinto: Feng mentioned three times that China was not really
yet a model. Was this rhetoric or a long term prognosis? Was it an
elegant way of saying it can’t be a model, or is it that you think there
were elements with which it can become a model 5o years down the
line, or 30 or 40?

Feng Zhang: If the word model is to be used usefully, we can’t talk
of a China model now but as I also said, I do have confidence in
China having a model, let’s hope in a generation’s time. By that time,
if China is relatively developed, not that it won’t have problems, but
that it can sustain itself for a fairly long period of time, then we can
start to think what this Chinese development path is. To be a model
it has to be at least to some extent sustainable.

Gideon Rachman: In a way it seems very modest of you. You have
had 300 million people lifted out of poverty in 20 years. So you
could say, well look here, something quite remarkable has happened
that others might try to learn from.

Feng Zhang: Yes, it was remarkable but let’s think of the problem in
this way. In 1976 China had just emerged from the Cultural
Revolution which almost damaged the country; it almost collapsed.
Then Deng Xiaoping sensed the problem; he developed a solution
without being fully aware of its exact content. In 1980 China was
desperately poor, and so there’s a lot of potential for improvement
and from a low base you can develop very well, very fast. That’s true
of every country. They enter into a certain stage where a level of for
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example 3 per cent or 4 per cent, that’s quite good. China is still
developing at 9 or 10 per cent. I think at some stage there has to be
a major structural readjustment.
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3) Panel 3: China and Russia in regional and global politics

Theme for the panel: What role will Russia play in its relation with
the rand states and for European developments? What does the re-
lation between Germany and Russia look like? China’s role in Asia,
Latin America and Africa. What impact will China’s rise have on
global power dynamics, and on the international institutions? How
will relationships with the US be affected? The significance of a
democratic India and Japan.

Sten Widmalm: I will make a few points about the development
we’re seeing when India and China are increasing their trade with
Africa. First I will mention some of the encouraging trends and
this mainly has to do with economic growth and the possibilities of
building something like a welfare state or states with greater re-
sponsibilities. And this will lead us to a question I have that should
be raised about current aid policies in Africa, which run into prob-
lems facing these developments. Then I will finish in a more gloomy
way, I suppose, where I will be discussing the consequences of the
current increase in trade between Asia and Africa and how this re-
lates to security issues.

There’s no doubt that China and India are establishing them-
selves in Africa in an unprecedented way; it’s quite spectacular from
an economic perspective. Harry G. Broadman has written a very
important piece on development there and claims that exports from
Africa to Asia grew at a rate of 15 per cent between 2000 and 2005.
He also says that Africa’s exports to China alone increased at annual
rate of 48 per cent between 2000 and 2005. The figures for the EU
and the US are much lower and this, of course, depends on the start-
ing point — it’s easy to double the volume of trade if you have no-
thing to begin with. But something is going on here which is very
important obviously.

Much of the activities are centred around a number of coun-
tries. We’re talking of sub-Saharan Africa, mainly Angola, Equat-
orial Guinea, Nigeria, Republic of Congo, Sudan, South Africa.
Much is oil, there’s a lot of copper and natural resources in general.
But there’s more going on in the economic exchange. Industries in
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Africa are being modernized to a great extent and the middle class
in both China and India are buying household consumer goods, pro-
cessed foods, telecommunications, and they are going to Africa for
tourism. It would be an exaggeration to say that India and China are
lifting Africa out of poverty, since the scale of it is not that big vyet,
but one must admit that the impact is quite great.

There’s also a political impact following from this. Asia now
buys as much from Africa as the EU or the US, Africa’s traditional
partners. India and China are now more important for Africa than
Japan and South Korea, and China will soon invest more in Africa
than the IMF and the World Bank are lending to Africa. And many
African leaders find it convenient to deal with the Chinese, for
example, because they are not as patronizing as the people from the
EU and the US and things can happen very fast. To set up a contract
can take a few months instead of negotiating things for years and
years with members of the European Union.

The strategies used by India and China are different, however.
We can speak about horizontal and vertical integration patterns. The
horizontal one is represented by India, using its own communities
that have lived in the area, in eastern Africa and South Africa, for a
long time. Family-owned firms play quite a major role there; they
are establishing themselves and negotiating their economic enter-
prises. China, on the other hand, is building its enterprises by the
contacts between governments, that’s the vertical integration.
Altogether this creates great changes and modernization in some
sense. One of the classic problems for Africa is clientelism, and it
seems that the powers of capitalism are so strong that these clien-
telistic patterns of power have been broken in many areas in Africa.
New businesses are managing to establish themselves, and no aid
project in the past few decades has managed to do anything like that.
We have been aware of this problem for a long time but we haven’t
found any way to handle this, so this shows something of the power
at work here.

Aid is not very good at creating economic growth and top-
down large-scale projects tend to fail and even create more problems
than they solve. On the other hand, for example the big polio pro-
jects have been successful, so one needs to have a balanced view.
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But, if India and China are having an impact on Africa, this can be
turned into quite a big critique of the many aid projects going on in
Africa today. We may finally be asked if aid is something we use for
ourselves to morally hi-jack people like me, political scientists for
example. I don’t believe in some conspiracy, but the effect could
be something like that and we certainly need to reassess it here.
Aid policies cannot look the same in the future and certainly not
in Africa.

China is trading with African countries with no political
demands attached. Not so long ago, the people working for our aid
agencies could travel in Africa and just lift the telephone and tell the
minister of finance to come to their hotel to meet them and they
would do so very quickly. A few years back India all of a sudden said
to Sweden that we don’t want to have a bilateral aid project unless
you give very much more, because it costs more for us to run these
things. So they just cancelled bilateral aid with Sweden. The same
thing will happen in Africa quite soon. If there ever was an impact
of tying aid to liberal democratic values, the scope for that is grow-
ing smaller. Aid is just opposed to Chinese investments.

There is a slightly darker side to this process. It has to do with
what is happening with the money made from increased global trade
in general, and in particular the money made by China, India and to
some extent Russia. The general trend in the world is that military
spending is on the increase again, and I think there is a connection.
Beyond the war on terrorism for example, it also has to do with the
emerging economies, which is happening at the global scale and the
patterns I just described here. A general boost in trade creates dif-
ficult political situations on the ground. For example, some exports
from China and India are competing with the local markets and
some people are being put out of business and you can see political
conflicts emerging from this. And Chinese investments are not to be
seen only as market strategies; they are also part of the well-integ-
rated geopolitical strategy. There is a lot of security thinking behind
this. India is pursuing some of these things as well. We have big sum-
mits, for example the big India-Africa summit just last week. But
China has plans as well and they are not discussed in open summits
as much.
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Of course things like this can be said about the EU or the US as well,
I don’t want it to seem like China is the main culprit here. But this
development posits a challenge to liberal democratic values and
institutions. One can see that reflected, for example, in the relation-
ship between India and China. There is a tendency in India to swap
liberal values for market goals when they are dealing with China.
You may have heard that India entered into an agreement with
China not to allow protestors to approach the Chinese border. As
early as 2003 it was agreed between India and China that India
would recognize China’s claim to Tibet if the borders of Sikkim
would stay the same as they are already. This has been a big source
of dispute between India and China before. So one can certainly see
tendencies here and the relationship between China and India is
quite cosy. They are even doing military exercises together.

These countries keep up investment and growth and they real-
ize that you need to protect your investments. A lot of the countries
are not increasing their spending on health care so much and things
like that. You can see that traditional security doctrines apply and
the US, Russia, Germany and France export a lot of arms. They are
the top arms exporters around the world and the main receivers are
China, the United Arab Emirates and India.

And when you look at Africa, we have an abundance of small
arms in these countries and most of the states are really weak. And
to use this as a playground for capitalism has a lot of dangers that
one should be aware of. Increased trade is good for a lot of countries
but it’s not only creating stability. There is a great competition for
resources and these resources are scarce and this will ignite certain
conflicts. So in the near future one could expect more conflicts, first
between authoritarian regimes and then also between authoritarian
regimes and democracies as well because of this competition for
resources.

Mark Leonard: We need to have a fundamental change in the way
that we think about China. We have thought about it largely in eco-
nomic terms; more recently we’ve started to think about it in polit-
ical terms. Simply talking about authoritarian capitalism or author-
itarianism is kind of unhelpful in terms of understanding China.
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There isn’t a ready-made Chinese model which is perfect, but there
is one which is being forged out of very lively debates within China
at the moment and China is starting to chart its own path. If we look
a lot at the first 30 years of its development, it can be seen as a grad-
ual process of rejoining the world, assimilating ideas from the West.
The next 30 years or so are probably going to be more about China
projecting its own ideas onto the world. Some have been digested
and adapted from the West, other ideas are not western, more indi-
genous and a consensus is emerging from these debates, which is
going to lead to a different model of capitalism, a different model of
political organization and a different model of world order. I don’t
have time here to go into this in depth but in my book I do try spell
out some of these arguments.

In the economic realm there is a battle going on between mem-
bers of a pro-market, new-right people who believe in a kind of
night watchman state that exists largely to protect property rights.
They have been so influential for most of the last 30 years that
Chinese academics talk about the gos as the dictatorship of the eco-
nomists. Their ideas were absolutely essential to development in
China but, having been these glamorous, exciting figures, they are
now about as popular as traffic wardens in central London. They are
constantly under attack. They literally say that we feel we are under
siege at the moment, and their political masters, the people who gave
them so much protection in the 9os and in the early years of this
century, are also less dominant than they were. There has been this
well-publicized political shift from Jiang Zemin’s Shanghai set, that
believed in economic growth above all else and had a more kind of
free market vision, to the new regime of Hu Jintao that is more inter-
ested in the circumstances of the provinces that haven’t benefited as
much from the last 30 years. And the regime is increasingly picking
up some of the ideas of a loose group of intellectuals who are called
by their enemies “the new left”. They don’t like being called the new
left because for most of the gos the term left wing was an insult.

They are people who want a gentler form of capitalism and a
social safety net. They want to develop different types of ownership,
protect public property from privatization, have low price health-
care, give workers a say over their future, and stop China from
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destroying the environment. There’s been a shift from the sort of
capitalism which developed in the coastal regions to a different kind
of a programme which hasn’t yet been realized. The shift is hap-
pening first in rhetorical terms towards an idea that development
should be more even, should deliver for a wider group of people.
This type of state capitalism — where profits are used to deliver
deeper social goals — is an alternative to the Washington consensus.
It is against privatization; it’s in favour of having an active industrial
policy which is led by the state.

The second realm of political debate is about the question of
what form of political organization China should have. And there
has been a big shift here as well. In the 1980s most public intellec-
tual thinkers, people in the elite, thought that China’s future was to
go towards some form of liberal democracy. They would argue
about whether to go for a presidential system like in the US or a
more parliamentary system on the Westminster model. After
Tiananmen Square the debate disappeared but not just because a lot
of people who were making these arguments ended up in prison or
in exile. Because of China’s own success, a lot of serious people are
asking serious questions about how useful elections and democracy
are for China. You had this movement in the gos to create grassroots
democracy with elections at village level and they brought in laws
into make this compulsory, and then provinces, particularly Sichuan,
tried having elections at the slightly higher level of townships, but
that process is more or less stalled.

There are still Chinese scholars who believe in elections. They
will talk a lot about inner party democracy and how you can have
democracy in the party before you have it in the rest of society. That
would be a big step forward: the Chinese Communist Party has
more party members than any country in Europe has citizens.

I know some experiments have been happening. I went to this
place in Szechuan called Pinchang which is the first place in China
where all the townships had to elect their party secretaries. It was
quite revolutionary because normally each level of government
appoints the party secretaries on the levels below it. But Pinchang is
a pretty poor and miserable place and I don’t see anyone seeing it as
a model for the future of China. Moreover, there is a growing num-
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ber of intellectuals like Pan Wei who think China is better off avoid-
ing elections all together and instead focusing on introducing the
rule of law, what he calls the consultative rule of law. That means
having the rule of law and a meritocratic, technocratic government
of high quality civil servants. But they also want to make sure it’s
consultative so that it knows what’s going on in society. That’s why,
alongside some of these experiments in interparty democracy, they
have done all sorts of other experiments in introducing forms of
consultation. So in Chongging, which is a city bigger than most
European countries, they have introduced a law which means any
significant decision is to go out to public consultation. So these
public consultations happen on the internet, in person, some of them
are even televised.

And some people have gone even further. Some of you might
know the work of this Stanford political scientist James Fishkin who
developed the idea of deliberative polling. The Chinese came across
this, so they tested it out in a coastal province, where they decided
to use deliberative polling to decide how to use their public works
budget. So they got a representative sample of people together for a
day and they got different people to make presentations, about 30
possible projects from a proposed sewer works to building roads,
schools, etc. And the people were allowed to decide which ones they
wanted to do. What’s emerging is a different kind of one party rule
and I don’t think that this idea of authoritarianism is necessarily the
best way of understanding it.

It’s vastly different from the sort of one party rule that you
had when Mao was in power or even Deng Xiaoping when it was
one person sitting in a room making decisions. And the changes
in China’s political system have been almost as dramatic as the
changes in the economic system. But they’ve been almost totally
unrecognized by the West, because our only idea of change is
moving towards a western type of liberal democracy. This is the
second realm where there is a debate going on, and what’s emerging
is what I called deliberative dictatorship rather than democracy.

And the third realm is foreign policy. What’s very interesting
is that Chinese thinkers have embraced and used some of the most
cutting edge western ideas about globalization, but turned them on

76

And the changes

in China’s political
system have been
almost as dramatic

as the changes in the
economic system. But
they’ve been almost
totally unrecognized

by the West, because
our only idea of change
is moving towards a
western type of liberal
democracy.

77



their head into tools for projecting and strengthening what they call
comprehensive national power, CNP for short. And it’s a sort of
national obsession within China to both measure China’s power and
to rank it against other countries’ power.

There were eight different indexes developed by all the dif-
ferent think tanks in Beijing which have different ways of measuring
it. It is unashamedly national — even in this era of globalization and
universal norms. Secondly it is comprehensive, I mean really it’s
quite comprehensive so they’re very different from kind of Donald
Rumsfeld who claimed that he had no idea what soft power was and
had never heard of it. The Chinese are obsessed with soft power and
they are trying to work out ways of measuring it and including it
in these different indexes.

But my main point is that what is interesting is the way that
ideas in the West that seem to be descriptions of the decline of the
nation state have been turned into tools of power projection. I’ll just
focus on three very briefly; one is the idea of soft power which we
kind of tend to associate with non-state actors and jeans and
Hollywood and in China is very much about the rules of the inter-
national system. There’s a quote from a guy called Yang Yi who was
head of one of the PLA think tanks in Beijing. He talks about how
the West has captured the moral high ground of international poli-
tics and created a strategic siege of China. It has put itself in a posi-
tion where it has the final say on making and revising the internatio-
nal rules of the game, so that when China does anything then it’s the
West which decides whether this is legitimate and responsible or irre-
sponsible and illegitimate. So, soft power and this idea of increasing
Chinese soft power, has become a very important and a real issue
for them. They’re sick and tired of being on the defensive, having to
justify everything they do according to rules which are made else-
where.

There was a big conference a couple of years ago where they
talked about the China dream which could be a counterpart to the
American dream and what’s interesting about it is that it is less
about kind of Jackie Chan and green tea and cultural attractiveness
— though they are setting up Confucius centres and setting up an
international TV station and teaching Chinese etc — but the real
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content of it is trying to associate China with powerful ideas such
as economic development, of sovereignty and independence from
western intervention.

The second thing which is maybe even more interesting is the
whole idea of multilateralism, which again in the West we kind of
think of is the decline and the regulation of nation states. In China
the people who’ve been keenest on multilateralism tend to be assert-
ive nationalists, people I call the neo-comms. They understood that
if you really want to assert yourself, a very good way of doing that
is by creating multilateral institutions which enshrine and embody
your values and your ways of doing things.

There was a revolution in Chinese thinking about multilateral-
ism in the mid 9os. They realized that the US didn’t really care about
multilateral institutions and in fact preferred to have a “hub and
spokes” approach to its neighbours and so it had bilateral relation-
ships with every single country rather than generally trying to create
multilateral accords. So China saw a market opportunity and de-
cided to create a new security concept which would allow China to
build a different sort of relationship with its neighbours and to re-
assure them a stake in its rise. That happened both westwards
through the creation of the Shanghai Corporation Organization but
also in Asia itself.

The third idea is this idea of asymmetric warfare, which in the
West again we associate with non-state actors, whereas in China
there is an obsession with the idea of how to defeat a technologic-
ally superior opponent, probably the United States. There is also a
military dimension to that. Chinese military spending is going up
very rapidly, but the idea is not to match the US presence in Asia
bomb for bomb, dollar for dollar, and to get sucked into an arms
race that will destroy it in the same way that it destroyed the Soviet
Union. Instead it’s about trying to neutralize American political
power. What they’re looking for in Taiwan, for example, is a way of
increasing the cost of warfare for the US by taking satellites out
and to blind the Americans.

What is more interesting is the applications of these ideas out-
side of the military. There’s a very famous book which came out in
the late 9os called “Unrestricted Warfare” which looks at what this
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is going to mean in economic terms. They were fascinated by the
Asian financial crisis and the damage which George Soros could
wreak within East Asia. If a single individual could do that without
a fiscal agenda, how much damage could a state do that really
wanted to do this sort of thing. Equally there’s the whole idea of
“law-fare”, how you use international law to bind other countries
in and to restrict them.

In broader terms there is a kind of quest to control, to create a
world where national governments can be masters of their own des-
tiny, not subject to the winds of global capital and American foreign
policy. They want a world where investment technology, market
access are available from the rest of the world but they don’t come
with a price in terms of absorbing western values and western ways
of doing things. There is a coherent agenda emerging through these
things which is not only attractive within China but with govern-
ments in Africa, Central Asia, Latin America, and the Middle
East. It means that there is no longer a binary choice between as-
similation of western ideas and isolation. There is an alternative
option emerging, a particular economic model of state capitalism,
independence and sovereignty.

How would this affect the rest of the world? People often mis-
understand how China will impact on the rest of the world because
they don’t start by looking at how China has changed itself. There
is this idea that it is a revolutionary power and it’s going to over-
throw the existing world order and replace it with a new one. But
we need to look at how China changed its own system. The most
revolutionary idea behind China’s rise is this idea of gradualism.
Look at how China moved from being a state-controlled economy
to a market economy. If you look at the realm of pricing for ex-
ample, instead of just going from an economy where prices were set
by officials to one where they were set by the market, they created
pockets of an alternative reality where certain goods and services
continued to be sold at state-controlled prices and others at market
prices. Over time, the proportion of goods sold at market prices
steadily increased, until by the early 9os almost all products were
sold at market prices. So rather than closing down the old central
planning system and then opening up a new one, you create an
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alternative reality within it. The most famous alternative reality was
Shenzen in the beginning of the 1980s, an unremarkable fishing
village and now it’s one of the emblems of global capitalism. It was
the first “Special Economic Zone” which was given tax breaks, free-
dom from government regulation and licenses to pioneer new mar-
ket ideas. The way in which China will affect us in the future is with
the creation of these new pockets of Chinese world order. And you
can see them happening in each of the different realms I talked about
earlier. China is starting to create these special economic zones with-
in Africa. So it is literally transplanting its growth model into an-
other continent and African countries are fighting to get Chinese
special economic zones.

You have similar things going on in the political realm, where
the Chinese government has both helped various governments by
protecting them in the United Nations but also very concrete help
with reform, doing enough to avoid opprobrium from the West. In
the foreign policy realm I do think that there are these new pockets
of Chinese world order being built by the Shanghai Corporation
Organization, East Asian Community. But even existing institutions
are being transformed. It’s fascinating to see the extent to which the
UN is becoming an amplifier for the Chinese world view. If you look
at votes within the UN system on human rights issues, China has
gone from 5 years ago winning about 40 per cent of the votes to 8o
per cent of the votes, and the US has gone from winning maybe just
under 60 per cent of the votes to just over 20 per cent of the votes
for human rights issues.

So those are the two points. One is that there is an alternative
model being developed; secondly that the way it will be spread is by
creating these alternative pockets of reality, changing facts on the
ground rather than overthrowing the existing world order. To what
extent does China have to be missionary about spreading this system
really to become a model? Because it is already seen as a model in
places — as long as China succeeds, and it seems to be succeeding, it
will be a model. When it fails, it won’t be a model any more, but the
Soviet Union did take quite a long time to collapse in practice and
until 1991 it was an alternative model to the West. And that was
even when it was performing less well than the West. China is ob-

81



viously completely different from the Soviet Union; it’s not an altern-
ative to capitalism but it does involve a different way of doing
things, and I think some of its legitimacy on the world stage comes
from the fact there are these ideas which are important to different
people about economic development, national sovereignty, and not
being the United States. Because China is the biggest and most dra-
matic place in the world, it will benefit from association with those
ideas and will become emblematic of them as well. Woody Allan said
that 8o per cent of success is just showing up, and I think that China
in the next few years is going to show up. Not being the United
States, being an alternative power will get it quite a lot of traction.
Now it might not be enough in 15 years time but it is certainly
changing the dynamics in many parts of the world already.

Azar Gat: I would like to make both sides of the argument. The first
question is what kind of comparison is appropriate. One compar-
ison would be, as you said, the Washington Consensus, with the
developed world of today. China is in the internet era, has many
advanced technologies and so on. The other, though, would be to
compare it with states that just finished the early stage of modern-
ization. That would put China in the same category as, say, the
European states system at the beginning of the 20th century, the late
19th century. They have the same concerns, after the first spread of
high capitalism, how to contain the market, how to protect society
against the ills of unrestricted capitalism, how to preserve group
values, traditional values. This would be an old story again, not a
new one. It can be regarded as a phase in the development through
which the other European countries went and then proceeded. Or
it can be argued that other European states such as Germany, and
non-European states such as Japan, tried to define a different path,
pretty much along the lines that you have just suggested, and they
might have succeeded, had they not been crushed in the two world
wars. China is not going to be crushed in war, presumably, so it may
stand a better chance than Germany and Japan at realising a dif-
ferent model. It’s both a new story and an old one and it maybe
realisable this time.
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Johan Lagerkvist: It is interesting to read what the Chinese-African-
ists actually write. When they worry about Africa and what is going
on there, it also becomes a projection screen for developments inside
China. They discuss human rights institutions in Rwanda, for
example. They have national human rights institutions and they
have set an effective rule of law now, and they look to this con-
stantly, and that also, of course, bounces back on the Chinese real-
ity, not having a sufficient rule of law. So once again there is not a
coherent set of values. There are different opinions in different parts
of the Chinese intellectual elite. You have the bureaucrats and you
have the policymakers, you have the intellectuals. The problem is, of
course, is that all these people with more honest voices who know
what is going on the ground seldom actually manage to influence the
top policymakers. But we should not think of China as having this
formula for dealing with other nations now because what they are
doing in Africa, Latin America in some places, foreign policy is a by-
product of China’s economic engagement with the world. They
haven’t really written this in stone yet.

Sten Widmalm: I was thinking about the possibility for democrat-
ization in China and you mentioned these experiments that have
been going on the ground and that they have basically stalled. That
was how India’s democratization came about — gradually from the
bottom up. It started at the Panchayat level and it was a gradual
process that took a long time. But that also gave a chance for certain
values to root themselves, and out of this came a very stable demo-
cratic state.

Feng Zhang: I am not an expert on this, but I think the simple ex-
planation that the reform can’t go out into the township, even city
level, is because then the fundamental structure of China’s govern-
ment will have to be changed. If you can elect city officials, then the
question will be different from if you just allow it in the villages. If
you move up to the city level, you create discontent; there will be
lots of side effects of this reform. Because Chinese government hasn’t
thought out how to initiate reform from the top down, they have to
adopt a strategy from the bottom up. “Let’s just try from the bottom
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up.” And they want to see how far they can go. Quite a lot of
Chinese theories on democracy are serious thinking about what kind
of democracy will work for China. And this village level is certainly
an experiment for them. I may be wrong or maybe I’ll be offering a
misleading view of what is really going on in China, but I sense they
haven’t worked out what a clear government structure in today’s
China would look like. And today the government certainly wants
to account for the people’s demands in society and a lot of other
areas. They have yet to work out how an institutional government
structure can be constructed.

Can we just briefly say a few words about China’s soft power?
Certainly we see a lot of Confucius institutes being set up in the
world, over a hundred now. Again I think it’s fallacious to think that
setting up a Confucius institute can enhance China’s soft power.
If it’s not entirely fallacious, it’s at least misleading, because soft
power is basically if you believe in your ability to attract people, not
to coerce people. The most effective way to attract is by behaving
yourself. Whether your behaviour can be attractive to the people,
whether they can judge by themselves, whether that’s the thing we
want to admire or whatever. Diplomacy can be helpful, but that’s
not the whole story certainly. And the biggest problem in China is
soft power socializing its internal development. What kind of polit-
ical model is China offering the world? To many people, the model
is terrible. World opinion nowadays is in favour of human rights.
And the Chinese image on human rights is terrible. You can’t expect
Chinese soft power to grow in these kinds of situations, at least not
in the West.

At the moment the Chinese realize there’s a fundamental
conflict between the Chinese and the West. So they shift their grav-
ity elsewhere. They want to create their own laws and sphere of
influence so they can say to the West: “What we are doing is liked
by people, for example in Africa or wherever, so you can’t criticize
it.” The biggest battle for China, if at all they indeed want to win
this ideological battle, is with the West. What I am trying to suggest
is that soft power grows by example, by how you behave internally
and externally. And if your internal dynamics don’t appeal to a great
majority of people outside your own borders, then this trade is not
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going to be very effective.

Azar Gat: China considers itself still relatively weak, so every veto
power that it can have is welcome to China. That’s why it is in
favour of multilateralism. The more it grows in power, and it’s grow-
ing in power rapidly, the more it will behave like a superpower, and
it is natural that this will be so. And if you have competition in the
market place for ideas, so yes, the liberal hegemony will be com-
promised, there will be alternatives, and the power of liberal values
in the international arena will be that much compromised.

Johan Lagerkvist: What you just mentioned, Azar, was the realist
position. Eventually China will grow out of the mindset it has now,
but that’s still very much a minority position. Inside China most
security analysts tend to think about China as a nation that would
never seek hegemony, a nation that has a peaceful and idealist past.
There were a few people that tend to look to Chinese spheres of
influence that must be increased especially to protect the flow of
energy and keep the economy running. You have these analysts who
want China to become a naval power to protect its commercial roots
overseas. But this is still a minority question.

Yevgenia Albats: If I may ask a question? I don’t understand what
you, Mark, are saying about soft power. You have some products to
sell. So far what we see, that the only product that the Chinese are
capable of selling is access for businesses to come and operate in
China. So far they have to send their students to western universities.
Should Feng speak like that in his home China about human rights,
well I really don’t see him making a career in China with this type of
mindset. So people like Feng come back to China; they bring dif-
ferent values and they in turn change China in that way. So I really
don’t know what you are talking about. If you mean by soft power
that China is capable of providing anti-Americanism to the outer
world... give me a break.

Mark Leonard: What I mean by soft power is non-material forms of
power. It’s not market, it’s not bribing people, it’s not sanctions. It’s
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the battle for rules and to say what is legitimate and illegitimate. In
the past the West has decided which regimes were legitimate and il-
legitimate and when it was legitimate or illegitimate to use military
power. So we decided in 1999 that it was legitimate for us to bomb
Kosovo without any authorization from the United Nations.
Actually quite a lot of people in the world agreed with it. When it
comes to big international decisions in the future about climate
change, whether a country can intervene or not, what kind of
regime you use for dealing with proliferation, whether you use
sanctions or not, it’s partly hard power because they block things
in the Security Council.

Yevgenia Albats: The Security Council is no entity anymore!

Mark Leonard: Not in your country but in most European countries
it is a big deal.

Azar Gat: Let me try! We agree on Chinese food. Apart from
Chinese food — we are talking a generation or two from now — group
values as opposed to individual values, social cohesion, all these
things as a different model may be appealing to many people.

Yevgenia Albats: You want to change human nature!

Azar Gat: No I don’t. Let me remind you that during the 1920s and
30s the fascist message was hugely appealing. The democracies were
viewed as decadent, dispirited, divisive. There fascist ideology had a
huge appeal. It may return, not necessarily in the same form as
European fascism of the 20s and 3o0s, but in a different form.

Mark Leonard: If you go back to 1o years ago, everyone was privat-
izing their state sectors, now they are not. Countries which believed
that you weren’t allowed to have an active industrial policy led by
the state are not doing that now. The idea of planning your eco-
nomy, having very capital intensive ways of investing any technol-
ogy, national champions, strategic sectors, all of these sorts of things
are not all down to China, but it’s got a lot do with the Chinese eco-
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nomic model. If you look at the economic policies prevailing in
countries like Vietnam, in Brazil, in most Latin American countries,
in most of the Middle East, it has got quite a lot to do with China.
That’s just in the economic realm. In the political realm — we talked
about the United Nations - it’s becoming quite dramatic. 46 coun-
tries that voted with Europe and America five years ago now vote
with China. The fact that they vote against European and American
resolutions in the General Assembly has more to do with soft power
than with hard power. Ideas about what’s acceptable and what’s not
acceptable have slightly changed.

Diana Pinto: I was just thinking about the nature of our collective
discussion. We were talking about capitalist authoritarian great
powers, and even this particular section had China and Russia in
regional and global politics. Yet Russia just evaporated. We’re all
fascinated by this monument of a country called China and it is irre-
spective of whether it’s capitalist, authoritarian, or Confucian. When
you put 1.4 billion people on the road to something, it becomes the
topic about town. The notion of Russia and China being similar,
which we discussed earlier as we began the afternoon, has just not
only evaporated but it’s like the Persian letters of Montesquieu.
You’re thinking about something else and there’s this monster next
door that you know, even if you killed 300 million of them by some
kind of nuclear weapon, there’s still a billion left. We would have the
same kind of debate if China had become democratic. It is the
notion, the essence of China that’s been fascinating us, the power of
it, irrespective of its system.

Azar Gat: But the system matters! When China was communist, it
was huge but weak, it was undeveloped and unlikely to develop. If
China becomes democratic and develops, then we have reason to
assume that relations between China and the West would be less
conflictual. So it matters if China is communist or democratic or
authoritarian. China is a big player, but what system China pos-
sesses has huge implications for the international system.

Diana Pinto: But what if it were more democratic, wouldn’t it be

87



pursuing exactly the same venues in Africa or elsewhere... Why
should it be because it’s capitalist and authoritarian?

Azar Gat: The main problem from the point of view of the inter-
national system is whether or not we are going to have two different
camps that will develop an acute ideological rivalry, a conflict situa-
tion and arms races, and spheres of influence. If China becomes
democratic and pursues development in Africa or Latin America, it
would not be different than, say, the US or the European Union each
pursuing its goals within an open economic system. That would all
be alright.

Kay Glans: A comment about China as model; there are obviously
conflicting interpretations here. China is the focus for such projec-
tions whether it wants or not, and that will of course fit into an
internal dynamic. There is a distinction between bourgeois and late
bourgeois society. Bourgeois capitalism still had its roots in religion
and traditional culture; late bourgeois capitalism has lost all that.
You have science and technology on the one hand and then a total-
ly relativistic world. And we saw two major attempts to conquer
that world, national socialism and communism. We haven’t seen
them since they lost and we have had a period of, let’s say, negative
integration: don’t do like the Nazis. And perhaps also to some
extent: don’t do like the stalinists. My intuition is that this era is
gone and we will see the same attempt to overcome this late capital-
ist world’s lack of connection, rootedness, meaning and Gemein-
schaft that we have seen earlier. They won’t be exactly the same.
Both bolsjevism and National Socialism were closely linked to the
First World War. They didn’t just happen, they were results of great
historical catastrophes. But we’ll see, I think, the same kind of
theme. We must bring this into the discussion of China’s influence
also: how well we in the West perceive our own model to work. It
won’t be a direct import, but it will keep moving this tectonic plate,
the political spectrum.

Rachel Briggs: Before we finish, I have asked Gideon and Yevgenia
if they could make some brief concluding comments.
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Gideon Rachman: The central theme of the discussion is: are new
models of capitalist authoritarianism emerging? I think you can
break that down into three areas, maybe more. Is there an internal
model that works, a system that can produce results in terms of great
prosperity, political stability that can stand in comparison with lib-
eral democracy. The second question is: is there a model that might
strike others as attractive or alternatively as a threat. So we are talk-
ing about the kinds of soft power but also about the foreign policy
implications of the rise of countries like Russia and China which do
not share our values but which are nonetheless deeply integrated
into the world economic system and which are players. There is
a very broad sense that its development is a challenge to the
Fukuyama thesis that they all converge around a single system, cap-
italism, so far at least, it has not lead to the triumph of democracy.
We’ve discussed this question about whether this is simply a matter
of time or whether Fukuyama will be right in 20 years time rather
than now — that’s ... that I think is the question. Are they attractive
simply as a development story, do they have forms of cultural attrac-
tion? That then brings us to this whole question of the return of
ideological competition, which is another theme for our conver-
sation today. Azar suggested quite interestingly that the early ex-
periment from capitalist authoritarianism would never really run its
course because of the Second World War. Is there something dis-
tinctive about this new set of capitalist authoritarians? They are
deeply integrated into the world’s economy and I think maybe that’s
the question we can look at more tomorrow, when we talk about
their place in the international system. What are the implications of
these countries which define themselves as separate politically, but
which are part of the game economically, and how is that going to
work out?

Yevgenia Albats: The main idea that we discussed during the session
was the profound uncertainty about what was going to happen
with Russia and China and with the rest of the world. There are a
couple of things that we know for sure. We know that back in 1975
there were 22 per cent of the countries in the world that were
democracies. In 2005 more than