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PART II – ARE WE SEEING THE RISE OF CHINA AND THE FALL OF AMERICA?
By Joan M. Veon, CFP®
Change is constant—whether it is the aging process that we see on a daily basis when we look in the mirror or the political changes highlighted in the daily newspaper, all around us change is bringing new actors, concerns, and political alignments that affect financial dynamics.    

Two months ago my friend Carl Plett emailed me, “Are you paying attention to the Ukranian elections?”  I emailed back, “No.”  He replied, “You had better, for they are some of the most important elections in the world given Zbigniew Brzezinski’s book, The Grand Chessboard, written in 1997. 

In order to assess the rise of China and her growing industrial and military complex which demands huge amounts of natural resources, this newsletter will discuss the critical and strategic position of Eurasia and the growing quest for the world’s resources which is becoming more than just a diplomatic problem.  How America’s Middle East policy is being checkmated as a result of China’s growing influence in Iran. China’s presence in our own back yard is growing as a result of their free trade agreements with many Latin American countries, and militarily, China’s modernization of their military as evidenced by the unveiling of a new class of ballistic missile submarines that took U.S. intelligence by surprise in January.  Furthermore, from a diplomatic standpoint, China is now forging new regional trade agreements through ASEAN plus Three, and the Shanghai Cooperation Organization. Lastly China has basically declared Taiwan is theirs.  It is for this reason, we are told, that China is building their military.  Lastly, no amount of modernization or military buildup can be done unless a country has adequate oil and natural gas resources  

Zbigniew Brzezinski

Thank you, Carl, for that heads up!  The question before us is, Are we seeing the rise of China and the fall of America?  Zbigniew Brzezinski wrote in his book, The Grand Chessboard: 

America stands supreme in the four decisive domains of global power: militarily, it has  an unmatched global reach; economically, it remains the main locomotive of global growth; technologically it retains the overall lead in the cutting-edge areas of innovation; and culturally.  It is the combination of all four that makes America the only comprehensive


global superpower (24).

A world without U.S. primacy will be a world with more violence and disorder and less       democracy and economic growth than a world where the U.S. continues to have more influence than any other country in shaping global affairs (31). 

He went on to explain that the only way the U.S. could hold onto world hegemony was to control Eurasia:

Eurasia is critical.  Eurasia is the globe’s largest continent and is geo-politically axial.  A power that dominates Eurasia would control two of the world’s three most advanced and economically productive regions.  Control over Eurasia would almost automatically entail Africa’s subordination, rendering the Western Hemisphere and Oceania geopolitically peripheral to the world’s central continent.  About 75% of the world’s people live in Eurasia and most of the world’s physical wealth is there as well, both in its enterprises and underneath its soil.  Eurasia accounts for about 60% of the world’s GNP and about ¾s of the world’s known energy resources.  After the U.S. the next six largest economies and the next six biggest spenders on military weaponry are located in Eurasia.  All but one of the world’s overt nuclear powers and all but one of the covert ones are located in Eurasia.  All of the potential political and/or economic challengers to American primacy are Eurasian.  Cumulatively, Eurasia’s power vastly overshadows America’s.  Eurasia is thus the chessboard on which the struggle for global primacy continues to be played (31).  

According to Brzezinski, the countries that comprise Eurasia are divided into major players and active players.  France, Germany, Russia, China, and India are major players, whereas Great Britain, Japan, and Indonesia are not.  Ukraine, Azerbaijan, South Korea, Turkey and Iran play the role of critically important geopolitical pivots, with Turkey, and Iran geo-strategically active.  Eurasia is divided into portions of southeastern Europe, Central Asia and parts of South Asia, the Persian Gulf area, and the Middle East.  The Eurasian Balkans are comprised of Afghanistan, Armenia, Azerbaijan, Georgia, Kazakstan, Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan, with Kazakstan and Uzbekistan being the most important. China is the Far East anchor.
Therefore, in order to “rule the world” or maintain dominant global power, Dr. Brzezinski points to his belief that it will be necessary for the U.S. to control Eurasia.
Zbigniew Brzezinski was President Carter’s National Security Advisor from 1977-1981.  In 1978 he helped establish diplomatic relations between the U.S. and China.  Part of China’s terms for normalization—which Carter accepted—included  the U.S. severing relations with Taiwan, the abrogation of the mutual defense treaty between the U.S. and Taiwan, and the withdrawal of U.S. troops from Taiwan.  
In 1979 Chinese Vice Premier Deng Ziaoping came to the U.S. where the two countries signed agreements on cooperation in science and technology, space and commerce and a cultural agreement.  Thus the world entered a new era with the rise of China.  When Napoleon took Moscow in the fall of 1813, he was supposed to have asked one of his generals what was on the east side of Russia.  The general answered, “China, a sleeping lion.” Napoleon responded, “Let it sleep.” (Noah W. Hutchings).  As you will see, China is starting to roar.
While this newsletter will concentrate on China and its growing need for natural resources, the future clash between the United States and China over resources should be put in perspective along with the growing military blocs that are in the process of being solidified:  Russia, China, Iran, and North Korea against the U.S. and perhaps the EU. While the March 2004 newsletter reported on the rise of China and the loss of manufacturing jobs over the last several years, this newsletter will consider China’s need for natural resources  and her growing military  prowess.  

NSSM 200

Before China’s needs as a growing economy began, the economic and strategic needs of the United States were well established. In this regard, a little known study called “NSSM 200” is vital for us to understand. I first heard about National Security Study Memorandum 200 when I was at the UN Conference on Population and Development in Cairo in 1994. While I did not understand its importance then, I do now.  
The National Security Council is designated by law as the highest body within the executive branch of the U.S. government, and is charged with the planning and implementation of U.S. foreign policy.  Those who serve on the NSC include the President, the National Security Advisor to the President, the Vice President, the Secretary of State, and the Secretary of Defense, among others. 
The whole purpose for NSSM 200 was to study the “Implications of Worldwide Population Growth for U.S. Security and Overseas Interests.”  This 250 page report was a result of a four year study which Nixon had requested on August 10, 1970 in National Security Decision Memorandum 76. This memorandum recommended that the U.S. propose a United Nations study of “world population problems and measures required to deal with them, as a top priority in the Second Development Decade.” When the study was completed in May, 1974, it was sent to Nixon along with a memo by Dr. Kissinger, then National Security Advisor, in which he recommended the need for the U.S. to provide leadership “in world population matters.”    
To put in perspective what was happening in our country during the early 70s when NSSM was in the process of being written, Nixon took the dollar off the gold standard in 1971, which started a new phenomena of floating currencies that had not happened before in the history of world currency markets. This was followed by the rise in inflation and America importing foreign oil for the first time in 1972.  Then, with America’s support of Israel in the Yom Kippur War, there was the oil embargo of 1973.  Oil rose from $2.50bbl. to $11bbl.  Inflation rose to 11%, interest rates to 12%, unemployment to 9%, and Federal deficits rose to $70B by 1975.  When the Shah of Iran fell in 1979, oil rose from $13bbl to $35bbl and inflation went to 16%, interest rates to 22%, unemployment to 11%, and federal deficits to $100B.  That same year, gold rose to $808 oz.  It is in this context, that the U.S. started to look to ensure natural resources for military and industrial security. 
While the subject of abortion divides most Americans, the real reason for it is to control the natural resources of other countries in order to ensure the U.S. has “access to minerals which are necessary for military and industrial uses and for which the U.S. must rely on imports. Where these ‘strategic and critical’ materials are concerned, therefore, U.S. economic stakes in the developing world coincide with military considerations” (NSSM 200).  
The location of known reserves of higher-grade ores of most minerals favors increasing dependence of all industrialized regions on imports from less developed countries.  The real problems of mineral supplies lie, not in basic physical sufficiency, but in the politico-economic issues of access, terms for exploration and exploitation, and division of the benefits among producers, consumers, and host country government (p.37).

The study memorandum basically says that the resources found in a number of Lesser Developing Countries (LDCs) are important to the U.S., and if those countries develop with a normal increase in population, they will have a greater need for their resources, which means the U.S. will not have access to them.  
Whatever may be done to guard against interruptions of supply…, the U.S. economy will require large and increasing amounts of minerals from abroad, especially from less developed countries 
(p.43).

The study identified 13 “key countries” in which there is “special U.S. political and strategic interest.”  They are:  India, Bangladesh, Pakistan, Nigeria, Mexico, Indonesia, Brazil, the Philippines, Thailand, Egypt, Turkey, Ethiopia, and Colombia.  Furthermore, it specifically identifies China as having the largest population in the world.  The report addressed issues such as the relationship between increasing LDC populations and future U.S. access to resources, potential shifts in the world’s constituency that might favor the emerging nations of the southern hemisphere, and the need for larger amounts of aid to maintain stable relationships with those countries.  It identified the increase in [foreign aid] funds to USAID as a way of “helping” [JV: my term for paying off] countries to embrace population reduction. Lastly, the report placed the goal of reducing the world’s population by using the United Nations, non-governmental organizations, and a number of UN agencies and commissions. National Security Decision Memorandum 314 of November 26, 1975, signed by Brent Scrowcroft basically adopted all the recommendations of NSSM 200. 
When I finally understood what NSSM 200 was, I was very sad to think that our government would launch a worldwide campaign to ensure access to the natural resources of other third world countries in order to protect our hegemony by forcing population reductions so that the third world country would not need the level of mineral resources that we need.  But because the world has limited resources, the countries who need the resources most must find ways to control access to them for their benefit. 
THE RISE OF CHINA

A friend of mine, Rev. Noah Hutchings wrote the following with regard to his recent observations of China: 

I first went to China in 1980 after the death of Mao it was possibly the poorest and most miserable country that ever existed.  In subsequent years, from Chungking to Guilin, Zion, Wuhan, Shanghai and 
Beijing, the great leap forward has been something that no nation has ever accomplished.  In Shanghai, we stayed in a 100-plus-story hotel, the likes of which we do not have here.  Over 75 sky scrapers were already completed and 225 more were either under construction or planned.  We 
counted 37 new bridges across the mile-wide Yangtze and the largest dam in the world across the river was almost completed. There were brand-new ultra-modern airports and new jet airliners, and traffic was as heavy as Los Angeles or New York City in rush hour.  The Chinese government is turning out passenger automobiles like a sausage plant turns out sausages.  There are six and eight-lane elevated highways as well as a super-highway that begins in Manchuria and runs southward through Beijing, then to Shanghai, and turns westward along the Yangtze through mountains with double tunnels a mile long or longer.  At Chungking the highway continues to the west through Tibet and skirts northern India to the border of Afghanistan.  

In the December 2004 newsletter issued in February 2005, I wrote, “Because of its rapid growth, China has pushed the price of all commodities—from gold to coal to oil—to new highs” (China Economics-CE.cn, 2/18/05).   Currently China needs to find jobs for over 200 million people! I have been told China is building one Houston-sized city per month! 
Because of China’s strong demand, it has lifted the prices of all commodities over the last two years. The “China Price” sets the market price worldwide.  Recently Brazil’s largest iron ore mining group and Australia’s Rio Tinto sealed a 71.5% increase in prices from Japanese and European steel mills for their ore, which has contributed to the tripling of steel prices since 2001.  BHP told the Japanese they had to pay more and if they refused, China gets the resources.     

Bill Ridley in his extensive report on energy quoted Gale Luft, executive director of the Institute for the Analysis of Global Security, “Without a comprehensive strategy designed to prevent China from becoming an oil consumer on par with the U.S., a superpower collision is in the cards.”  Mr. Ridley further wrote, “The final war for the planet’s resources has already started.  You name the commodity and China’s buying it and consuming it in HUGE quantities. Last year they consumed nearly half of the world’s cement, twice the world’s consumption of copper and nearly a third of the world’s coal, 90% of the world’s steel plus nearly every other commodity you can think of has been in greater demand in China” (Internet: 321energy, article by Bill Ridley). 

According to The Financial Times, the U.S. and Chinese policies are distorting global energy markets and if they do not align their markets, this distortion will intensify a growing geo-political rivalry.  China views long-term agreements to lock up energy supply as a means of achieving its most basic objectives:  nourishing its economic expansion and avoiding a financial crash that could provoke political unrest.  China now imports twice the amount of oil it did five years ago.  If her growth continues as it has since 1990, by 2022 China will need the 21M barrels of oil that the U.S. consumes today on a daily basis (FT, 3/16/05, 13).  
The following is a partial list of current Chinese activities that highlights how their activities parallel NSSM 200. 
Canada
Canada and China teamed up to share their knowledge of the natural resources industries when they signed agreements to cooperate in the fields of minerals and metals and earths sciences this past January.  Prime Minister Paul Martin visited Beijing where the two countries identified oil and gas, nuclear energy, energy efficiency, and cleaner energy as priority areas where they will work together to advance common long-term  interests.  They will promote cooperation together in the oil and gas sector, including Canada’s oil sands as well as in the uranium resources field.  The two countries have a history of successful collaboration in the nuclear energy sector (Press Release from the Canadian government dated 1/20/05).    

Eurasia
Of the countries in Eurasia, the following have large deposits of oil and gas:  Iraq has 3.11T cubic feet of natural gas and 113B barrels of oil gas, Iran has oil reserves estimated at 89.7B barrels and  huge gas reserves, Azerbaijan has reserves of 7B barrels of oil and extensive offshore natural gas reserves, Kazkhstan has 9M barrels of oil reserves, Kyrgyzstan has oil reserves estimated at 37M barrels, Turkmenistan has oil reserves of 500M barrels of oil and hopes to find another 500M, and Uzbekistan has 600M barrels of oil and large deposits of natural gas (FT World Desk  Reference, 2005). 

Furthermore, Azerbaijan has extensive reserves of iron, copper, lead, and salt; Ukraine has the largest titanium reserves, the third largest deposits of iron ore, and 50% of the global manganese ore; and Uzbekistan has one of the world’s largest gold mines and large deposits of coal and uranium.  

Russia has huge natural hydrocarbon resources, precious metals, diamonds, fuel, and timber.  It is a major producer of oil, natural gas, and electricity.  In 2004 foreign firms invested $10B in a liquefied natural gas plant in Russia.  Oil reserves are estimated at 60B barrels. 

Under the Chinese government’s “Go West” policy, state companies have revived projects in Kazakhstan that have been ideas since 1997 when China National Petroleum Corp. promised to invest $9.5B in pipelines and oil fields.  Currently Kazakhstan is the only Central Asian country that exports oil to China.  China began building an oil pipeline to link China with Kazakhstan in 2003.  In May 2005, there are plans to build a 1,000 kilometer oil pipeline from Kazakhstan’s central Karaganda region to western China.  So far China has invested $1.3B with 6,000 Kazkh workers employed and another 6,000 working at other Chinese-run projects.  Kazakhstan Kashayan oil fields off the Caspian Coast holds about 38B barrels of oil, making it the second largest oil field in the world and twice the size of all the North Sea oilfields combined.  In addition to the Chinese, international consortiums in Kazkhstan include:  Shell, Total of France, Conoco, and ExxonMobil, which are spending $29B for oil production (various news articles). 
India
Most recently a number of articles about China’s energy needs have been printed in various newspapers.  In fact, India and China are looking to form a new energy alliance as their oil companies have been investing in oil fields in Angola, Burma, and Russia. Indian Petroleum Minister Mani Shankar Aiyar hosted an oil meeting with energy ministers from China, Japan, and South Korea, as well as eight OPEC producers, to discuss creating an “Organization for Oil Importing Countries.”  According to a political scientist at the University of Alberta, Edmonton, Canada, “If these [Asian] countries collaborate and influence the Arab nations on energy, they will be a formidable new energy bloc” (BusinessWeek-BW, 2/7/05, 53).  Currently China is bidding up prices for strategic minerals and resources all over the world.    
India is also considering pipeline projects with countries such as Iran, Pakistan, Burma, and Bangladesh.  India imports more than 70% of its oil needs. 

Iran

Iran is OPEC’s second-biggest oil producer with the second largest natural gas reserves in the world.  Oil reserves are estimated at 89.7B barrels and it has undeveloped deposits of metal, coal, and salt.  It borders the Caspian Sea and the Gulf of Oman, besides Turkmenistan, Afghanistan, Pakistan, Iraq, and Turkey. Iran is China’s biggest foreign oil supplier. In November 2004, China’s major oil company signed a 30 year agreement with Iran worth between $70B and $100B to develop the giant Yadavaran natural-gas field and it includes building a number of ships to deliver the liquefied natural gas to Chinese ports. Iran is also committed to exporting 150,000 barrels of crude oil to China (Greater China, 3/19/05).  It is Iran’s desire to make Iran their biggest customer instead of Japan (Greater China, 3/19/05).
China and Iran did a record $4B worth of two-way business in 2003. Projects included China’s building of the first stage of Tehran’s Metro rail system and a contract to build a second link worth $836M.  China will be the top contender to build four other planned lines, including a 30-kilometer track to the airport.  In February 2003, Chery Automobile Company, the eighth-largest auto maker in China opened its first overseas production plant in Iran.  Beijing is also negotiating to construct a 386-kilometer pipeline from Iran to the northern Caspian Sea to connect with the long-distance Kazakhstan to Xinjiang pipeline that it began building in October 2003.  The Kazakh pipeline has a capacity to deliver 10 million tons of oil to China per year (Greater China, 3/19/05).      

Politically China will likely block any U.S. attempt to use the United Nations Security Council to impose sanctions on Iranian oil and gas. 

Latin America
In November 2004, the Chinese government signed important investment and trade agreements with Argentina, Venezuela, Bolivia, Chile, Cuba, and Venezuela.  Furthermore, in the first 11 months of 2004, China invested $889M in Latin America (WP, 2/26/05, E1). 
Andean Community

China and the Andean countries vowed to enhance dialogue and deepen cooperation in political, economic and other fields at a meeting in February, 2005.  

Argentina

China is investing in offshore petroleum projects in Argentina. They also plan to do $20B of business in Argentina by lifting restrictions on relevant hygiene and disease control, allowing Argentina to export beef and fruits to China with the probable value of new exports reaching about $300M.  Argentina’s annual exports to China total $2.6B, more than 6 times that imported from China (China Economic Net 11/30/04).


Brazil

In November, 2004, President Hu Jintao ended a five-day visit to Brazil where he signed more than a dozen accords aimed at expanding Brazil’s sales to China and Chinese investment in Brazil. China will supplement a $1.3B deal with Sinopec and Petrobras for a 2000 km natural gas pipeline.  The two countries also entered into a “strategic partnership” with the objective of raising the value of bilateral trade from $10B in 2004 to $20B by 2007 which includes exporting high grade iron ore.  President Hu said the partnership symbolized “a new international political order that favored developing countries.” In February Chinese President Hu Jintao visited a number of countries in Latin America on a major trade mission.  In the first 11 months of 2004, China invested $889M in Latin America.  

Chile and Peru

Chile and Peru are both selling copper to China, which has already invested in the iron ore mines of Peru and an oil field in Ecuador.
Jamaica

Jamaica and China have established a friendly partnership of common development. 

Mexico

China and Mexico signed seven cooperation accords to facilitate trade and tourism.  These accords also include a treaty on criminal judicial assistance, maritime transportation, Chinese traveling to Mexico, sanitation, and plant sanitation were signed in January of this year. 

Venezuela  

President Hugo Chavez of Venezuela said that in the coming years Chinese firms would invest nearly $350M to extract oil from eastern Venezuelan fields and another $60M in natural gas wells.  Venezuela is the world’s fifth-largest oil exporter and normally sells about 60% of its output to the U.S. but under a new agreement will allow China to operate 15 mature oil fields in eastern Venezuela, thus diverting as much oil as possible from the U.S. to the Chinese. Currently Venezuela is the fourth largest supplier of oil to the U.S.   China has similar designs on the Canadian oil markets that are dominated by the U.S. 

While in New Delhi, Venezuelan President Hugo Chavez said “The world should forget about cheap oil…it won’t happen. [The $40-$50 barrel] is the new band for oil” (Agence France-Presse, 3/5/05).  India has just signed a deal to take a 49% stake in Venezuela’s San Cristobal oil field to help with its 70% dependence on foreign oil.  [JV Note:  There has been no mention of the fact that most of the oil that is traded in this world is traded in dollars. The oil producing countries have been getting much less as the dollar falls.  To offset this currency discount, the price of oil has to rise in order to give them the same income.  Therefore, Chavez just might be absolutely correct.  The price is not coming down in a cheap dollar world.  Of course, we are told oil production is not keeping up with demand.  In that case, oil should be at $100 per barrel to compensate for the dollar and supply.]  The Chinese are also investing in a gold mine (China Economic Net 12/17/04). 

Russia
Not only is China buying advanced military equipment from Russia, they are thinking of lending Russia’s State owned oil company Rosneft $6B in exchange for a long-term oil contract.   Furthermore, Russia has been lured by Japan with promises to finance a much longer, costlier line for oil to the Pacific coast. U.S. energy expert Edward Chow said of the deal, “I see the activities in Central Asia on the oil transportation side into China having been accelerated much faster after the Chinese-Russian discussions failed in 2001.  
Darfur, Sudan
This region is rich in oil and the Chinese National Petroleum Corporation holds the largest oil concession there.
In recent years, China and India have been working together in the Sudan where China National Petroleum operates Sudan’s Greater Nile oil field. India’s Oil and Natural Gas Co-ONGC bought a 25% stake in the field in 2002 (BusWk, 2/7/05, 53).  Several years ago, there was an article indicating that the largest clandestine troop movement in the history of the world has been China’s movement of 700,000 troops into Sudan as oil-field workers.  As you read all of the countries where China is investing for natural resources, perhaps with a population of over 1.3B, we should ask how many other countries have soldiers under the guise of oil workers?
In summary, America is in the process of finalizing the Free Trade Areas of the Americas which will move the 33 countries of this hemisphere into a free trade zone like that of the European Union.  It becomes alarming when China is building a base right in our own backyard.  As you can see, China believes in free trade as much as the U.S. does and they are playing our game very well.  This is in addition to controlling the Long Beach Naval Base in Los Angeles and both ends of the Panama Canal.  It has long been rumored that many of the illegal immigrants coming over our borders are Chinese. Many of my friends in California are concerned about the influx of Chinese paying cash for homes valued $500,000 and above. 
China is aggressively forging alliances and attempting mergers with other countries, primarily through its national oil companies.  “China’s energy security is the first concern,” stated a China National Petrochemical Corporation executive.  In addition to the above, deals have also been made with Angola, Burma, Egypt, Indonesia, Iraq, Kuwait, Libya, Nigeria, Oman, Peru, Russia, Saudi Arabia, Thailand, and Yemen (321 energy, Bill Ridley). 

Several years ago, the U.S. gave China Most Favored Nation Trading Status at the World Trade Organization.  As I have covered various global meetings around the world, I have watched the Chinese take the lead in all levels of international organizations.  While they have a seat on the UN Security Council, they are also looking to have a greater say at all levels of international policy making.   I remember covering the International Organization of Security Commissions-IOSCO which is a “UN of Security and Exchange Commissions (SECs).” At the 1996 meeting, China’s SEC became a member.  In a show of power at the World Trade Organization meeting in Cancun, China, along with Brazil, led the G20 countries in protest against the U.S.

From a military standpoint, China is acquiring very sophisticated military hardware.  They are putting together a new Asian free trade zone, they started the Shanghai Cooperation Organization, and they are exercising sovereignty over Taiwan.  
MILITARY
Russia

Russia, China and North Korea continue to sell WMD and missile technologies for revenue and diplomatic influence.  Either the Russian government, or entities within Russia, continue to support missile programs and civil nuclear projects in China, Iran, India, and Syria (U.S. Senate Committee on Armed Services 3/17/05). 

The Chinese improved capabilities and their military buildup is “tilting the balance of power in the Taiwan Strait” in ways threatening to the U.S., say U.S. intelligence officials.  CIA Director Porter J. Goss said, “Improved Chinese capabilities threaten U.S. forces in the region.  China is boosting defense spending by ‘double-digit’ rates and most of the buildup is being carried out in secret.”  Said Goss, “They’re purchasing a great deal of relatively modern equipment from Russia.  They have been expanding their navy and expanding the distances from the People’s Republic of China that their navy ventures.”  China has a new class of ballistic missile submarines which took U.S. intelligence agencies by surprise (WT, 1/18/05, 1).
ASEAN Plus Three

New trading blocs are coming together to prevent America’s unipolar power plays.  Reporter Michael Lind writes, “A new world order is indeed emerging—but its architecture is being drafted in Asia and Europe, at meetings to which Americans have not been invited” (FT, 1/25/05, 15).   He explains that the new ASEAN Plus Three unites member countries of the Association of Southeast Asian Nations with China, Japan, and South Korea.  This group could become the world’s largest trading bloc, dwarfing both the European Union and the Free Trade Area of the Americas (FTAA).  The EU is establishing its own military planning agency, independent of NATO (and Washington) and is developing its own satellite network called Galileo which will compete with our global positioning satellite system.  Furthermore it has invited China to participate (FT, 1/25/05, 15).    

Taiwan

China asserts that Taiwan is part of its territory and has as many as 700 missiles aimed at the island which is the size of Maryland and is located 100 miles off the mainland’s southeast coast.  In addition, it has 24 CCS-4 intercontinental ballistic missiles or ICBMs with a range of 13,000 kilometers to deter a US missile attack on the Chinese mainland.   China is looking to increase its strategic missile systems, and by 2015 the number of warheads capable of targeting the continental U.S. will increase several fold. Taiwan’s elected leaders insist it is an independent, sovereign country. The U.S. formally recognizes only the Chinese government, but sells arms to Taiwan and has pledged to help defend the island.

Because the Chinese navy is not on par with U.S. naval supremacy, there are those who say a blockade by the U.S. over Taiwan to cut off China’s access of shipped oil from the Middle East and North Africa might lead to a crisis.  Therefore, China’s is considering building an oil pipeline across Burma which Bush has included on his list of “outposts of tyranny” (FT, 3/16/05, 13).  

On March 14 China enacted a law authorizing the use of force against Taiwan if it moves toward formal independence, codifying its long-standing threat to attack the island.  In defending their actions, Chinese President Hu said, “We shall step up preparations for possible military struggle and enhance our capabilities to cope with crises, safeguard peace, prevent wars, and win the war, if any.” 

As they have made various agreements with Latin America, Canada, India, and other countries, they have made their right to Taiwan part of the agreement.  In other words, they have already obtained world agreement that Taiwan is theirs. 

“Unrestricted Warfare”
Two People’s Liberation Army (PLA) Air Force senior colonels—Qiao Liang of the PLA Air Force Political Department and Wang Ziangsui of the Guangzhou Military District PLA Air Force Political Department—published what I consider to be an equivalent of NSSM 200 in their analysis of what China will need to continue as an industrial and military power.  Their assessment of modern warfare in the 21st century, “Unrestricted Warfare—Assumptions on War and Tactics in the Age of Globalization,” written in February 1999 is brilliant.  They assessed the incredible cost and the extreme complexity of America’s sophisticated military equipment and concluded that the greatest threat to the U.S. is “asymmetric war” and that the U.S. is walking down the same path as the USSR with each new generation of weapons costing more to develop and produce.  [It was reported on March 31 that the new Army Stryker transport used in Iraq has many defects putting troops at an unexpected risk from rocket-propelled grenades.  The vehicle’s development cost was $11B  (WP, 3/31/05, A1).] The colonels wrote,
New weapons concepts is a broad conception of weapons that transcends the military field—whatever method can be used to fight a war is a weapon—there is nothing in this world that cannot become a weapon.  Just as technology is multiplying the number of different kinds of weapons, new thinking breaks down the distinction between weapon and non-weapon.  To our way of thinking, a planned stock market crash, a computer virus attack, making the currency exchange rate of an enemy country erratic, and spreading rumors on the Internet about the leaders of an enemy country can all be thought of as new concept weapons.  This new way of thinking puts weapons into the daily lives of civilians.  New concept weapons can make of war something that even military professionals will find hard to imagine.  Both soldiers and civilians will be disturbed to see items in their everyday lives become weapons that can attack and kill (21-22).

‘Unrestricted Warfare’ means that any method can be prepared for use, information is everywhere, the battlefield is everywhere, and that any technology might be combined with any other technology, and that the boundaries between war and non-war and between military and non-military affairs has


systematically broken down (pp 6-7). 

New terrorism does not just use the traditional terrorist methods of bombing, kidnapping, assassination, and airplane hijacking, new technologies such as the poison gas used by Ohm in Japan had a far greater terror effect than did the poison itself.  This non-military type of war using ecological effects created by altering rainfall, watercourses, sea level earthquakes, or other environmental factors.  Perhaps artificial El Ninos and El Ninas will become powerful weapons.  

The Shanghai Cooperation Organization-SCO
Chinese leadership includes the Shanghai Cooperation Organization, a security forum begun in 2001 which is comprised of China, Russia, Kazakhstan, Kyrgystan, Tajikistan, and Uzbekistan. The SCO stands for and acts on a new security concept anchored on mutual trust, disarmament and cooperative security, a new state-to-state relationship with partnership at its core, and a new model of regional cooperation (wyciwyg://0/http://fmprc.gov.cn) .As a part of this grouping, China’s military recently held anti-terrorism exercises with Kazakhstan and plans next fall with Russia’s military (WP, 2/26/05, 1).  

The World Economic Forum-WEF 

Last year, various government officials and businessmen from around the world present a workshop on how to make money in China.  U.S. Commerce Secretary Donald Evans sang the praises of China has the potential to make huge amounts of money.  It was concluded that at the 2005 WEF that the Chinese would have to be invited.  Having covered that meeting, I can tell you that China as well as all of Asia was well represented.  The goal:  to increase business and make a profit.  Chinese intellectuals and businessmen participated in a number of workshops with the Vice Premier giving a speech in the main plenary.  What I have observed on the international level is that there is no difference between the isms:  capitalism, socialism and communism as it is money that makes the world go around and the isms which put controls in place. The Chinese have adopted capitalism and free trade.    

Response from Senate Arms Services Committee
In testimony before the Senate Armed Services Committee on March 17, Director of Defense Intelligence Admiral Jacoby testified about China’s military actions,

China is modernizing and expanding its ballistic missile forces to improve their survivability and missile defense systems.  This effort is commensurate with its growing power and more assertive policies, It continues to develop three new solid-propellant strategic missile systems.  By 2015, the number of warheads capable of targeting the continental U.S. will increase several fold.  China is also developing new SRBM’s, Medium Range Ballistic Missile, and Intermediate Range Ballistic Missile.  They are a key component of Beijing’s military modernization program.

China continues  developing Land-Attack Cruise Missiles and is developing and purchasing  Anti-Ship Cruise Missiles capable of being launched from aircraft, surface ships, and submarines.
Russia, China and North Korea continue to sell Weapon of Mass Destruction and missile

technologies for revenue and diplomatic influence. The Russian government or entities within Russia, continues to support missile programs and civil nuclear projects in China, 
Iran, India and Syria.  

China continues to develop or import modern weapons. Priorities include submarines, surface combatants, air defense, ballistic and anti-ship cruise missiles and modern fighters.



China recently launched a new conventional submarine and acquired its first squadron

of modern Su30/FLANKER aircraft for the naval air forces from Russia. 

CONCLUSION

Interesting enough, there is no restraint by our government with regard to opening our borders to business in China.  Recently China International Marine Containers based in Shenzhen purchased a bankrupt manufacturer of trailers in Monon, Indiana which was the largest private employer in town.   Furthermore, China’s state owned oil company which is part of China National Offshore Oil Company-CNOOC is looking to make a bid to buy the 115 year old CONOCO in California.  Since rumors of the possible buyout, the share price of Conoco has risen 50%.   The idea is that CNOOC would then sell the U.S. assets and retain the international operations which include 56% of the company’s 1.75Bn barrels of oil.  Is America, in an effort to embellish our economy, looking to sell ourselves to the highest bidder?   
Look at what America now faces. Our hegemony is being questioned all around the world. In 2000, the European Union came together and for the first time since the founding of America, we have a country as big if not bigger than our own with a common currency that competes against the dollar with our dollar dropping in value against all major currencies due to our huge trade imbalance which also reflects the transfer of our manufacturing base to China. 

Now, as you can see, we have a growing and formidable enemy that we have helped to develop through the transfer of our industrial and manufacturing base to their slave labor workforce.  We are witnessing the rise of China both as a formidable industrial base and as a military base.  Therefore, the needs of our country and that of China are the same.   The world is being divided up between the activities of finding oil and protecting your right to that oil.  

According to Marshall Auerback who wrote The Militarization of Oil, “The U.S. is currently protecting oil pipelines and refineries or supervising the local forces assigned to this mission in the countries of Colombia, Saudi Arabia, and the Republic of Georgia.  American sailors are now on oil-protection patrol in the Persian Gulf, the Arabian Sea, the South China Sea, and along other sea routs that deliver oil to the U.S. and its allies.  In his book Blood and Oil: The Dangers and Consequences of America’s Growing Dependency on Imported Petroleum, Michael Klare says that the American military is being converted into a global oil-protection service:

Ever since the Soviet Union broke apart in 1992, American oil companies and government officials have sought to gain access to the huge oil and natural gas reserves of the Caspian Sea basin—especially in Azerbaijan, Iran, Kazakhstan, and Turkmenistan.  Some experts believe that as many as 200 billion barrels of untapped oil lie ready to be discovered in the Caspian area, about seven times the amount left in the United States.  The only way to transport its oil to market in the West is by pipelines crossing the Caucasus region—the region encompassing Armenia, Azerbaijan, Georgia, and the war-torn republics of Chechnya, Dagestan, Ingushetia, and North Ossetia.
American firms are building a major pipeline through this volatile area which stretches 10000 miles from Baku in Azerbaijan through Tbilisi in Georgia to Ceyhan in Turkey and will eventually carry one million barrels of oil a day to the West but will face the constant threat of sabotage by Islamic militants and ethnic separatists along its entire length (Marshall Auerback, http://www.scoop.co.nz).    

In reaction to the new rising Chinese power, Tony Karon of Time Magazine wrote, “All over the world, new bonds of trade and strategic cooperation are being forged around the US.  China has not only begun to displace the U.S. as the dominant player in the Asia-Pacific Economic Cooperation Organization (APEC), it is fast emerging as the major trading partner to some of Latin America’s largest economies.  French foreign-policy think-tanks have long promoted the goal of ‘multi-polarity’ in a post-Cold War world—preferring many different competing centers to just the U.S (Greater China, 3/19/05).
An undisclosed internal report prepared for Defense Secretary Donald Rumsfeld stated, “China is building strategic relationships with the sea lanes from the Middle East to the South China Sea in ways that suggest defensive and positioning to protect China’s energy interests, but also to serve broad security objectives (321energy: China and the Final War for Resources, Bill Ridley).  

Bill Ridley sums up China’s power plays this way, “China’s plan is both brilliant and deviously well planned.  New alliances with radical groups, arms for oil deals with Iran, a new military build up, major acquisitions of large western resource company’s such as Noranda are just a few of the multi-faceted maneuvers now taking place” (321eneregy).  The Chinese have an old saying, “Countries have no eternal friends, only eternal interests.”  
Just as the old adage “He who owns the gold makes the rules,” so too is “He who has the oil rules the world.”  At every turn, while the real battle appears to be the military one, the real battle is for natural resources as evidenced by our claim in Eurasia through our occupation of Iraq and Afghanistan.  America’s troops are stretched thin, our manufacturing base has been transferred to a country that appears to be our next major adversary along with the other members of the Shanghai Cooperation Organization, and we are running huge financial deficits. 
