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The theme of today’s seminar is “Our Country’s Participation in International
Affairs”. The content is mainly divided into two parts. The first part is an overview of
the current international situation and how to interpret this situation from a national
perspective; while the second part is about some basic principles of our country’s
participation in international affairs, and some diplomatic situations will be used as

examples to analyse the international situation.
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“Global Changes of a Magnitude Not Seen in a Century”
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The “Global Changes of a Magnitude Not Seen in a Century” was first proposed

by President Xi Jinping in 2017. It refers to the ever-changing situation that the world

is experiencing, and also refers to the changing international situation that China faces.
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Over several centuries, some countries that once had great influence in the world,
such as Spain, Portugal and the United Kingdom, have gradually declined in
international influence.
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Since the 20th century, Britain had experienced two world wars, leading to a
gradual decline in its national strength. This can be seen from the fact that the status of
the British pounds was replaced by the US dollars. After the two World Wars, the
position of the United States has become increasingly consolidated. Apart from military
power, the United States has huge economic power. One the one hand, the United States
holds important positions in many international organisations, including the World
Bank, the International Monetary Fund, etc. Through these international organisations,
the status of the US dollars has been increasingly consolidated. In addition, in the 1970s,
the oil exported by oil-producing countries was priced in US dollars, and the oil
revenues of these oil-producing countries were collectively referred to as petrodollars.
As oil-producing countries invest petrodollars in the stock and bond markets, it has
further established the solid position of the US dollars in the international financial

market.
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The “Global Changes of a Magnitude Not Seen in a Century” means that many

things are constantly changing. In the past, the world was relatively stable and

predictable, but nowadays many unpredictable things often occur.
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In the past, young people’s understanding of Hong Kong may have been limited
to it being a highly international city. But today, young people need to have greater
understanding of international affairs and have an international perspective, so as to
understand how the world will develop in the future and analyse why things are

happening in particular ways.
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There are many factors behind the accelerated evolution of “Global Changes of a
Magnitude Not Seen in a Century”, including the gradual decline of some European
countries after the two world wars, and the emergence of two major camps of the United
States and the Soviet Union during the Cold War. Since 1990, the Soviet Union
collapsed and the Cold War ended. In the international situation, the two camps of the
United States and the Soviet Union turned into a situation of “one superpower, many
great powers” with the United States as an absolute superpower at that time. With time,
our country began to rise, as evidenced by its GDP growth. In 2022, China’s GDP
reached 121 trillion yuan, which was about 85% of the US GDP. In the past decade,
China’s GDP grew at an average rate of 10 trillion yuan every two years, and the growth
rate further accelerated from 2020 to 2022.
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China’s GDP ranks among the top economies in the world, which reflects an
elevation of our country’s overall national strength in recent years. With its large
population, it is natural and reasonable for China to account for a certain proportion of
the global GDP. However, it is perceived by some people that China’s elevated national

power will pose a threat to the United States.
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Since the 1980s, the United States has gradually shifted its industries and entire
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industrial layout to different places around the world, making the whole world an
integral part of the US economic system. On the one hand, US companies have the need
to invest, and on the other hand, international institutions also need US investment. But
no matter how the industrial layout shifts, the United States maintains control over the
most high-end industries. Taking chips as an example, the United States dominates the
chip design sector. Taking the iPhone as an example, American companies generate the
most revenue from iPhone production, because these companies hold the topmost and
highest-end positions in the industrial chain. But for the US government, the shift in
industrial layout means that job opportunities are also moving away from the United
States. From the perspective of global industrial division of labour, the shift in industrial
layout is also a big crisis for the United States. The United States found that other
countries are no longer limited to the division of labour in industrial chain set by the
United States. After these countries, such as China, have accumulated wealth, they are
no longer limited to mid- and downstream production work, but have begun to develop
high-end production sectors, and their products have certain competitiveness in the
international market. The global industrial chain, which was once controlled by the
United States, is gradually being disrupted, making the United States feel economically
threatened.
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If we explore the “Global Changes of a Magnitude Not Seen in a Century” at a
deeper level, we can trace it back to the Renaissance period. Since the Renaissance, the
mainstream and dominant ideologies of the entire world have been Western-centric
(particularly focused on Europe). Although the United States and Europe are not
completely integrated, the United States is to a large extent an inheritor of European
civilisation and culture. Many Renaissance thinkers, such as John Locke and

Machiavelli, have had their theories put into practice in the US political system.
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The world order has always been dominated by Western countries and the United
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States. As China’s national power continues to rise, it has deepened concerns within the
United States. The emergence of this new order may affect its superpower status
established since the 1990s.The “Global Changes of a Magnitude Not Seen in a Century”
that has occurred in recent years is largely due to the two financial crises in the United
States. The financial crisis in 2008 dealt a huge blow to the United States. At that time,
China and the Unites States had relatively friendly relations, so they were able to work

together to address the crisis.
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On the other hand, the financial crisis has given rise to other problems in the
United States, such as the fiscal crisis caused by the “debt ceiling”. Since the US
Congress has set a limit for the “debt ratio” of the United States, when the debt of the
United States approaches that limit, if the US Congress does not raise the debt ceiling,
it means that the United States cannot borrow any further. This situation could lead to
the partial shutdown of certain government departments to save costs or even a

government shutdown.
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One of the reasons for the current financial crisis in the United States is that the
expenditures of the United States have consistently exceeded its revenues for a long
time, and the United States needs to issue bonds for a long time to meet expenses. Since

US dollar is an international currency, many countries are willing to buy US Treasury
bonds.

R S R B AN ERT A > S H A - (HITFEAR » HARNIFE]
CA Jekdsr S5 [ {55 - S5 B B (s A szl - 33 m] DA SE R B R A1) S S g o
BB (E R (R R B 4 — LR E A K (B EEME S RRHERE I - (E 5
s EEEREAEISAEERSIBER - #fasha - HEEETARZ
Eod - AR a2 Eodnyes - HFRE—(EEEERATHE - SE& A ARG [E K -

China was once the largest holder of US Treasury bonds, followed by Japan.
However, in recent years, both Japan and China have gradually reduced their holdings
of US Treasury bonds. US Treasury bonds are becoming less popular, and this is
reflected in the interest rates on US Treasury bonds. The short-term interest rates on US

Treasury bonds currently are maintained at a relatively stable level, but the interest rates

5



on the long-term US Treasury bonds continue to rise. Higher interest rates imply that
the United States has to offer higher interest rates to attract buyers. In other words, US
Treasury bonds are not very attractive because if they were, relatively lower interest

rates would suffice to attract buyers.
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At the same time, due to the financial crisis in 2008, the US government
implemented a quantitative easing (QE) policy and printed a large amount of money to
stimulate economic recovery. The United States launched four rounds of QE
successively. QE1, QE2, and QE3 all had a limit on money printing, but when it came
to QE4, the US government removed the limit on money printing. In other words, it

could print money indefinitely to stimulate economic recovery.
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When more money is printed without a corresponding increase in treasury reserves,
the value of the currency decreases. At this time, to maintain the original purchasing
power of the currency, the inflation rate will be higher. In August 2022, the Consumer

Price Index approached 9%.
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The last time the United States had such a high inflation was in the 1980s. In the
early 1980s, the United States inflation rate rose to 14.6%.The US government raised
interest rates to nearly 20% to attract deposits, thereby reducing consumption and

bringing down inflation rates.
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It is very difficult for the US government to suppress inflation today because the

United States is in a period of economic recession. If the US government raises interest
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rates further, inflation can be suppressed, but it will also affect economic growth. The
US Federal Reserve has always been trying to strike a balance between the two, which
is really difficult. From the overall perspective of the world, the rise of China at this

time will undoubtedly have a certain impact on the status of the United States.
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The Characteristics of the “Global Changes of a Magnitude Not Seen in a Century”
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The “Global Changes of a Magnitude Not Seen in a Century” is happening around

us. These “changes” has several characteristics.
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Intense Political Struggle
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The intense political struggle exists in international governance or in values
systems. In the face of international power struggles, the Russo-Ukrainian war serves
as an example. The war between Russia and Ukraine has had a huge impact on the
global security. Behind the war between Russia and Ukraine, major powers are actually
wrestling behind the scenes. On the one hand, there is a comprehensive confrontation
between Russia and the North Atlantic Treaty Organization (NATO). On the other hand,
the United States is conducting a strategic plan known as “Weakening Russia,
Controlling Europe” aiming to weaken Russia’s power through war and gain control

over Europe at the same time.
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Before the Russo-Ukrainian war, Europe had been seeking strategic autonomy.

This can be seen from the two gas transmission pipelines “Nord Stream 17 and “Nord
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Stream 2”. Europe heavily relies on natural gas imports from Russia. The “Nord Stream
1’ natural gas pipeline connects Russia and Germany. The use of the “Nord Stream
pipeline” has greatly strengthened energy cooperation between Germany and Russia.
Once energy independence is achieved, Germany can further strive for strategic
autonomy and reduce its reliance on the United States. This also explains why the
United States opposes the construction of the “Nord Stream 2 pipeline”, because it will

further weaken the United States’ control over Europe.
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Since the Russo-Ukrainian war broke out. Russia and NATO have entered into
comprehensive confrontation, and this confrontation will have far-reaching
implications for the global situation and human history. In the short term, Europe will
face an energy crisis; in the long term, the relationship between Russia and Europe, as
well as the handling of various material and energy transportation, is another issue.
Russia is one of the world’s most important energy suppliers, including oil and natural
gas. At the same time, Russia is also a very important source of food supply. Russia and
Ukraine have been significant exporters of food, and are often supplied to African
countries due to their abundance and relatively low prices. The outbreak of the war has
restricted the food exports from eastern Ukraine and Russia, which has a great impact

on African countries.
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Looking back in history, Russia and Europe have never belonged to the same camp.
There was a time when there was a chance to ease the tension between Russia and
Europe. In the early 1990s, after the dissolution of the former Soviet Union, and in the

early days of President Putin’s assumption of the presidency in 2000, Russia took a
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more pro-European route, hoping to integrate into the Western world. Today, the
security threats that the United States focuses on are not limited to Europe. The United
States also aims to establish a NATO-like Asia-Pacific military alliance in Asia, hoping
to win over Japan, South Korea, Australia and even Taiwan region, thereby constructing
an Asia-Pacific version of NATO to contain China. Obviously, this containment has its

own strategic considerations.
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In the theory of international geopolitics, there is a theory called the “World
Island”. “World Island” refers to the Eurasian continent as the centre of the world. If
the countries in the Eurasian continent can unite together, they will become the centre
of the world. Because the United States is located in the America continent and on the
periphery of the “World Island”, once the “World Island” is formed, it may weaken the
United States’ position as a global power. Therefore, the “World Island” theory often
serves as a thinking framework for the United States when formulating foreign policy.
Going back to the time when Hillary Clinton served as the United States Secretary of
State, the United States had already assumed a role in Asian affairs in response to the
“World Island” theory. The current confrontation between the United States and China
can be traced back to the Obama administration. After 2010, there were already signs
of confrontation between the United States and China. At that time, the United States
had already proposed the “pivot to Asia” strategy. In fact, “pivot to Asia” means that

the United States hopes to create an Asia-Pacific version of NATO to contain China.
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In this turbulent period in the world, the security situation is constantly changing

and political struggles are intense. In such circumstances, the world economy can no
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longer emphasise the concepts of “global village” and “world integration™ as it did in
the past two decades. It will be difficult to replicate the world situation which we have
become accustomed to. The recovery of the world economy will be very fragile, and
the world will go into an economic mode of high inflation, high interest rates, high debt,
but low growth. Nowadays, the United States remains the world’s primary financial
centre. Since the dissolution of the Soviet Union, the United States has experienced
good economic growth over the past 20 years. Moreover, the United States has always

been in a low inflation, low interest rate and low debt economic environment.
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There are two main reasons for the low inflation, low interest rates and low debt
economic environment in the United States. First, China has supplied the US market
with cheap products. Second, Russia has supplied the United States with cheap energy.
If the United States wants to maintain its number one position in the world in the long
term, it will need to make strategic trade-offs, such as reducing its imports of cheap
products from China and cheap energy from Russia, so as to reduce its dependence on
Chinese products and Russian energy. But then the consequence of such choices will
be rising costs, which is the price the United States has to pay to implement its global

strategy.
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Over the past 20 years, the US interest rates have remained at around 2%. However,
with the changing global situation, it can be expected that the United States will enter
an era of relatively higher long-term interest rates. Overall, the world economy will
enter a fragile recovery. This period is characterised by a state of “three highs and one

low”, namely high inflation, high interest rates, high debt and low growth.
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The mechanisms of global governance are currently in decline, including the
diminishing role of the United Nations. For example, there are vacancies in certain
committees under the International Court of Justice or the World Trade Organization
(WTO) that have not been filled even after judges retire or leave their positions. The
reason is that each country has its own interests to consider and hopes that relevant
committees can operate in a way that benefits their own interests. The absence of judges

further contributes to the imbalance in global governance.
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During this turbulent period, the Asian economy has been growing. From 2016 to
2021, the Asian economy accounted for 47.6%, 48.3%, 48.9%, 49.5%, 47.3% and
47.4% of the global economy respectively. Looking back at 20 years ago, the Asian
economy accounted for less than 20% of the global economy. Today, the economic
share of Asia has surpassed that of the G7 countries, and Asia has maintained economic

growth and has become the region with the highest global economic growth rate.
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For a long time in the past, the United States has been China’s largest trading
partner. However, in the past three years, China’s largest trading partners were ASEAN
countries, followed by the European Union, the United States and Japan. Asia has
become the region with the highest global economic growth rate. In terms of stock
market trading volume and total asset value, there have been great changes in the
financial market. Among the top 10 international financial centres in the world, Asia
already occupies four seats, including Hong Kong, Singapore, Shanghai and Shenzhen.
These indicators or data are showing that global economic power is slowly beginning
to change and is no longer concentrated in the hands of Western developed countries or

the G7 countries.
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In addition to Asia, we should not ignore the “Southern Countries”. In political
science, generally speaking, “the North” represents developed countries, and “the South”
represents some developing countries, including Africa and Latin America. Since the
rise of the “BRICS” countries (Brazil, Russia, India, China, South Africa), the
economies of some “Southern Countries” (including Brazil) have begun to grow
gradually, and the economic development of ASEAN countries in Asia is particularly
obvious. At the same time, the momentum of economic development is slowly emerged
in Asia. For example, as a result of high-tech achievements, China’s solar energy
industry has now dominated the world. More than 80% of the solar panels used
worldwide are produced in China, and its development of new energy vehicles is also

expanding globally.
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The latest data for the first quarter of 2023 shows that China has surpassed Japan
to become the world’s largest exporter of automobiles, in both categories of new energy
electric vehicles and traditional gasoline-powered vehicles. On the one hand, the
automobile industry can drive other related industries, such as engineering, design,
plastics manufacturing, etc., forming a long industrial chain. On the other hand, the
automobile industry is an industry that employs the largest number of people and has
the greatest economic impact. In recent years, China has developed rapidly in
automobile exports. In fact, China’s automobile export data reflects the changes in
China’s entire economy in recent years. China is the world’s largest producer of
vehicles. In 2022, China’s automobile output was 27 million vehicles. In the first
quarter of 2023, China exported 1.06 million vehicles, while Japan exported 1.04

million vehicles. This means that China has officially surpassed Japan and become the
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world’s largest automobile exporting country.
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China’s domestic market is huge. With its emphasis on research and development,
China constantly accumulates experience and undergoes improvements in product
production. Many industries have established themselves in the domestic market before
exporting their products. Many Chinese export products follow this development model.
After becoming established in the domestic market, new energy vehicles have begun to
be exported. The same goes with solar panels and high-speed rail. The development of

many industries follows the similar approach.
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Economic competition affects the relationships between different countries. For
example, after Japan’s status as the largest automobile exporter is replaced by China,
Japan will have different considerations when formulating its foreign policy. Likewise,
Saudi Arabia in the Middle East and the United States have been strong allies. However,
with technological advancements in the United States and the ability to produce large
quantities of shale gas domestically, the United States is no longer Saudi Arabia’s
largest oil buyer which and has been replaced by China. This naturally leads to new
considerations in Saudi Arabia’s diplomatic relations with both the United States and

China. This illustrates the close link between the economy and politics.
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Nevertheless, momentum of the world’s economic development has been
gradually emerging in Asia, and many Asian countries have their economies based on
industry. For example, China has the advantage of having the “complete industrial chain”

and is the only country in the world that encompasses all industrial categories in the
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United Nations’ International Standard Industrial Classification. This is a characteristic
of Asian countries that has led to the gradual shift of development momentum towards
Asia.

BRI E
Influence of Ideology
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The third characteristics of the “Global Changes of a Magnitude Not Seen in a
Century” is the influence of ideology. It means that the ideas of Western-style
democracy and freedom are gradually being questioned. After the dissolution of the
Soviet Union, Francis Fukuyama, an American-Japanese professor proposed in his
1992 book The End of History and the Last Man that the progression of human history
as a struggle between ideologies was coming to an end. With the end of the Cold War
and the disintegration of the Soviet Union in the 1990s, liberal democracy and
capitalism are being established as the dominant systems. Western democratic political
systems are regarded as the ultimate and best system in the world. However, China has
not followed the path defined by the United States in its development, and yet China
has still achieved a certain level of success, particularly evident in its economic progress.
This poses a significant challenge to the Western theory of “the end of history™.
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In the 21st century, the academic community in the United States has continuously
put forward the “China collapse” theory. The foundation of the theory is derived from
Fukuyama’s proposition that China, not adhering to the Western model, would
inevitably collapse. However, there is a big gap between China’s development in reality

and the theory proposed by scholars. The reason may be that these scholars who study
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China in the United States or other Western countries fail to fully understand and
receive information related to China’s development, which affects the accuracy of the

analysis and inference.
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In addition, in the US political or academic circles, some voices accuse China of
deceiving the United States, that is, the so-called “strategies of deception”. Former
President Trump was particularly supportive of this assertion. One of the reasons is that
the United States believed that when China joined the WTO in 2001, China would
undergo a transformation towards the direction desired by the United States. From the
US perspective, China “deceived” the United States and gained its support in joining
the WTO, but China had never intended to transform itself into the US model.
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Only by knowing the historical background can we understand why things
happen in this way, why there are such big differences in ideas between Western

countries, the United States and China.
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