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About the China Strategy Project

In its national history, Canada has never had to contend with a powerful China. The Opium Wars,
which inaugurated China’s ‘century of humiliation’, began nearly three decades prior to Confeder-
ation in 1839. When paired with other global trends, the rise of China therefore presents a novel
context that will affect Canada’s national interests and the wider international order in complex
ways.

As relations between Ottawa and Beijing have deteriorated over recent years, Canada’s two ma-
jor political parties have taken diametrically opposite approaches. The Liberal Party, while ac-
cepting the reality that an ambitious agenda for bilateral cooperation is no longer possible, has
attempted to tread a difficult tight rope and not offend Beijing. By contrast, the Conservatives
have adopted a much more critical line.

Major differences in foreign policy visions and priorities between Canada’s two leading parties,
which are not limited to the issue of China, can lead to policy incoherence and inconsistency
whenever there is a change of government. This, in turn, damages the country’s ability to secure
its national interests consistently in a changing world.

While cross-partisan disagreement on China is likely to persist, this project aims to identify and
explore targeted areas of potential consensus that can underpin a unified national strategy for
dealing with China—one that is neither naive nor overly alarmist. The trade-centric status quo in
Canada-China relations, centred on ‘engagement for engagement’s sake' and insufficiently con-
scious of strategic considerations, appears to have run its course. However, a full swing of the
pendulum into a cold war-type relationship may not be in Canada’s interests either.

The project consisted of a series of publications and roundtable discussions by top Canadian
thinkers and China experts probing five key questions concerning Canada’s relationship with

China:
o« What place does China occupy in Canada’s vision of a rules-based international order?

 What restrictions and reductions in Canada-China trade should the Canadian government
and business community be prepared to tolerate?

« What do worsening relations between China and the West imply for Canada’s strategy to
tackle climate change?

o What should the current downturn in Canada-China relations and mounting security concerns
imply for Canadian universities?

+ What do deteriorating relations with Beijing imply for the future of multiculturalism in Canada?
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Foreword

Just when you thought that nuanced discussion
on Canada-China relations was lost to a chorus
of groupthinkers, along comes a set of essays that
offers hope for fresh reflection on the most im-
portant challenge facing Canadian foreign policy
in the years ahead.

It is not just that bilateral relations are in a rut.
The bigger problem with the current direction
of thinking is the uncritical acceptance of prem-
ises about China and its place in the world: That
the People’s Republic of China (PRC) is a threat
to Canada, that Beijing has imperial ambitions,
that US policy on China is good for Canada (and
the world), that Canada should decouple from
the Chinese economy and society, that Chinese
Canadians are binary in their attitudes towards
the mainland, that Canada can change China,
and — most pernicious of all - that Canadians with
non-mainstream views about the PRC should be
treated with suspicion.

The above is my own caricature and should not
be attributed to any of the authors in this fine
volume, but the essays collectively challenge the
current conventional thinking on China and offer
a pathway for Canada to construct a new approach
to bilateral relations that is as clear-eyed about
China’s place in the world as it is about Canada’s.

The authors are sober about China’s growing as-
sertiveness in international relations and Beijing’s
use of coercion for the advancement of its object-
ives. But they are also alive to the context of great
power politics and the distortionary impact of US
policy on China for Canada and the world. There
can be no meaningful China strategy for Canada
that is not situated within the context of US-China
strategic competition. In the same way, if Canada’s
forthcoming 'Indo-Pacific Strategy' (IPS) is to be
of any use, it must at least implicitly recognize the
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American provenance of such a strategy and, in so
doing, seek to maximize the degrees of freedom
for Canada to pursue its own objectives in that
vast region.

If Canada’s forthcoming 'Indo-
Pacific Strategy'is to be of any
use, it must at least implicitly
recognize the American
provenance of such a strategy
and, in so doing, seek to
maximize the degrees of freedom
for Canada to pursue its own
objectives in that vast region.

There are many who conceive of the IPS as a Can-
adian strategy for engaging with Asia by reducing
exposure to China. There is merit in diversifying
Canada’s economic ties in the region so that more
emphasis is given to places like Japan, Korea, India
and ASEAN. But a strategy framed as “Asia sans
PRC” is infeasible because China is a major source
of investment capital plus intermediate and final
demand for much of Asia. It is also undesirable
because it amounts to a strategy of containment
and will signal Canada’s enlistment in the new
'cold war".

The effects of any such approach will have re-
percussions not just for our relations with Beijing,
but also domestically. There was a time not long
ago when deeper ties were encouraged between
Canada and China in the areas of local govern-
ment, research, civil society and business. Today,
the discourse is all about assessing the risks of such
linkages and erring on the side of caution. More
extreme versions of a national security framing of
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Canada-China linkages assume a whole of society
threat that essentially blacklists Canadians with
ties to Chinese institutions.

The essays make for uncomfortable reading, for
example: that there is not much Canada can do
about the persecution of Uyghurs in Xinjiang;
that Canada is no longer a middle power; that our
much-vaunted policy of multiculturalism fails
large segments of visible minorities; that Chi-
nese-Canadian scholars will face disproportion-
ate scrutiny; that a strategy of decoupling is fan-
ciful at best and counterproductive at worst; that
the United States is not acting in Canada’s best
interests; that the world cannot be divided into
'democracies and autocracies'; and that China
has an alternative narrative regarding its system
of government and of global governance that we
should not dismiss.

Many countries in the region,
particularly across ASEAN, will
be looking for the ways in which
a Canadian IPS does not mimic
the geo-strategic calculus of the
American approach.

Many of these propositions are debatable—and
they deserve to be debated. But there is no doubt
that a strategy on China (and the Indo-Pacific)
that builds on some of these ideas will lead to a
very different place from one which starts from
the counterpoint. Unfortunately, there is very
little evidence of such reflection in parliament, re-
gardless of political stripe. If anything, the mood
on China in Ottawa remains febrile, sustained
by sour public sentiment towards Beijing and a
steady stream of unfavourable media reporting on
the PRC.
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It will come as a surprise to most Canadians that
many of the views expressed in the essays are
not controversial, especially in the Indo-Pacif-
ic. Whereas Canada has the luxury of being
high-minded about complex political, economic
and military issues in the region, the countries
that are in China’s immediate neighborhood are
much more sober about the need to coexist and
cooperate with Beijing, even as they compete with
and challenge the PRC on a range of economic and
security matters. Indeed, many countries in the
region, particularly across ASEAN, will be look-
ing for the ways in which a Canadian IPS does not
mimic the geo-strategic calculus of the American
approach and offers genuine opportunities for ex-
panded economic, cultural and people-to-people
ties, backed by a serious long-term investment of
resources.

As it turns out, 'Coexist, Cooperate, Compete and
Challenge' are the same 'four Cs' that were offered
by former Foreign Minister Marc Garneau as a
mnemonic for how to deal with China. While not
amounting to a China strategy, the four Cs are a
useful reminder of the multiple objectives and ap-
proaches that must be part of any strategy, and the
need to maintain balance among those objectives.
Unfortunately, most of the political focus in the
last four years has been on competition and chal-
lenge. The recent appointment of Jennifer May as
the new Canadian Ambassador to Beijing does not
appear to signal much change in direction, given
the prime minister’s marching orders for the Am-
bassador to “lead Canada’s important work in
standing up for democratic values, human rights,
and the rule of law”.

I congratulate the authors for their stimulating
essays and thank the Institute for Peace & Dip-
lomacy for commissioning them. In the current
environment, it would be too optimistic to be-
lieve that they will provoke substantial change in
the policy establishment in the near term. How-
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ever, the US-China geopolitical rivalry that is the
root cause for many of the challenges addressed
in the essays will be with us for decades, so the
need for alternative strategies will persist and be-
come more apparent with the passage of time. In
the meantime, I hope this volume inspires other
scholars, together with businesspeople, policy
analysts and the many Canadians who have deep
ties with the Chinese world to add their voices to
the defining issue in international relations for the
21st century.
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Introduction

Liberals of all stripes, and Canadians in general,
are uncomfortable with the rise of China. Xi Jin-
ping as leader of the governing Communist Party
of China rejects the universality of liberal values
on principle and exercises brutal repression to
preserve the Party’s political monopoly. His quest
for the Great Rejuvenation of the Chinese Nation
ignores the aspirations of the people of Taiwan for
their own vibrant democracy and erases the dis-
tinctive identities of Tibetans and Uyghurs along-
side the linguistic and cultural practices of other
minorities under Chinese rule. He has enshrined
himself over the past decade as the sole interpreter
of an ideology that combines Marxism-Leninism
with the Chinese cultural tradition as he defines it.

Alarmed at the repressive policies Xi implements
at home and concerned about the elastic bound-
aries of the national destiny he propagates, Can-
adians witnessing the growth of China’s economic
and military power are uneasy with the world tak-
ing shape. Recent polls say a clear majority want to
reduce our trade dependence and even more be-
lieve that we can do so without suffering negative
consequences on our prosperity and wellbeing.

As China outpaces regional and global competi-
tors, other participants in the liberal order that
emerged in the wake of the last World War are
concerned for its future. That China challenges
aspects of that order is beyond dispute. The ex-
tent of that challenge—and the scope of China’s
dissent—are crucial for any rational and effective
response that does not destabilize peace or threat-
en the planet.

Those ensconced in the firm belief that liberal val-
ues form the essence of humanity and convinced
that these were baked into an order led and main-
tained by the United States of America experience
the rise of China as an existential threat. But not
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all experience China that way. Over-identification
with a liberal model rooted in Euro-American
history and experience clouds rational discussion
and obscures a realistic and accurate understand-
ing of the nature of China’s challenge.

The Asian Perspective

In a self-regarding perspective that reaches only
to the dawn of modernity and Western dominance
over the past few centuries, liberals of the West
misconstrue the import of China’s ‘national re-
juvenation’ and analogize it to the rise of Germany
in the half-century before the Great War. Asians
understand the way China understands itself. The
identity of China is as a civilizational great power.
It is a great power consciousness that Xi Jinping
emphasizes in practically every speech, including
his greetings to the citizens of his country on New
Year’s Eve.

For practically all Chinese, the idea of China is
equated with being a great power in the world.
Furthermore, a great number see their own per-
sonal identities bound up with the project of
China’s state power. This is not new, nor does it
derive from Marxism-Leninism. It is inextricably
bound up with China’s Confucian tradition where
the aspiration was to ‘assist Heaven’ to bring order
and manage the ‘All Under Heaven’, Tianxia, with
the ultimate aspiration of educated commoners
to act as ‘tutors to the King’ in the management
of state affairs according to the Will of Heaven:
Tianming, otherwise referred to as the ‘Mandate
of Heaven’.

China’s Asian neighbours were acutely aware of
Chinese sensitivities and pretensions and partici-
pated in its hierarchic order to various degrees.
Island Japan stood apart, but it did not dispute the
centrality of Chinese civilization. China’s Asian
neighbours proffered the appropriate deference
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to coexist with China, and in return China offered
benign indifference to their internal affairs. As
long as it was not challenged in its self-regard,
China did not care. So, with long memories at their
disposal and with very recent experience of the
hypocrisy of Western universalism in the form of
colonialism, Asians know how to live with China’s
rise, and on New Year’s day brought into effect the
Regional Comprehensive Economic Partnership
(RCEP) which brings together ASEAN and China
along with both Japan and South Korea, with Aus-
tralia and New Zealand also in the mix.

With long memories at their
disposal and with very recent
experience of the hypocrisy of
Western universalism in the form
of colonialism, Asians know how
to live with China’s rise.

As the President of the Institute for Economic
Cooperation of the Chinese Ministry of Com-
merce put it, “RCEP is the 19th FTA China has
signed, it is the FTA of the greatest global scope
and will play an important role in the expansion
and increasing standard of China’s opening to the
outside.”

Furthermore, he added: “China has under the
umbrella of RCEP established free trade with
both Japan and the ROK, which has not only built
a basis for a three-sided high-quality FTA with
Japan and the ROK. It has also positively assisted in
the promotion of accession to a higher standard FTA
with transpacific partners” (hinting at accession
to the CPTPP, author’s emphasis). The article ap-
pears to make clear China’s touted commitment to
a rules-based multilateral trading order in which
regional free trade zones play a promotional and
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supportive role.

It is absolutely clear that China’s Asian neigh-
bours, including Japan, do not see the rise of China
and the decline of rules-based order in zero-sum
terms. To pretend otherwise is nothing less than
Eurocentric Western hubris.

Ambiguity in China's Exceptional
Challenge

No one is suggesting, least of all this author, that
we should acquiesce to every aspect of Chinese
domestic and foreign behaviour and treat all its
pretensions with deference. We do, however, need
to recognize the following:

1. China is fully committed to a global order
with the United Nations and its associated
institutions at its centre. China is the largest
contributor of peacekeeping forces among
the permanent five of the UN Security Coun-
cil and the second-largest contributor to the
UN’s peacekeeping fund;

2. On the 20th anniversary of its accession to
the World Trade Organization, China has re-
affirmed its commitment to the multilateral
trading order and has demonstrated greater
adherence to its trading rules and willingness
to abide by its arbitration than has the United
States;

3. China has never invaded and occupied terri-
tory without UN sanction (unlike the US) and
generally abides by its treaty commitments.
Nor does it place domestic law above inter-
national law (unlike the US).

This recognition does not exclude acknowledge-
ment that the rule of law in China falls well short of
the standards of constitutional liberal regimes, in
particular in the area of individual rights. Further-
more, the deficiencies of the rule of law in China
make it less likely that any individual or legal per-
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son, domestic or foreign, can get a hearing before
an independent court in any politically sensitive
case where the communist regime is implicitly a
party. Canadians saw this in the case of Michael
Kovrig. This does not mean, however, that Chinese
justice is arbitrary in all cases. Canadians may be
surprised to learn that foreign corporate litigants
are successful in the majority of their cases before
Chinese courts, especially in the highly publicized
area of intellectual property.

China poses exceptional challenges, but its status
as an exception has clear limits. It remains broad-
ly supportive of the current world order. China
has found a coterie of clients and hangers-on, but
there is little to suggest any likelihood of a hegem-
onic bloc, nor is there any real evidence of Chi-
nese ambition to construct a coherent economic
network for which it takes political responsibility.

Reassessing Chinese Behaviour

Recently there have been efforts to equate Chinese
and Russian attitudes towards their ‘near abroad’
with reckless charges of ‘irredentism’. China has
settled its territorial disputes with nearly all of
its territorial neighbours. India and Bhutan are
the only countries with which China disputes its
land border. Critics naturally raise the issue of
the South China Sea and Taiwan as well as the
Senkaku/Diaoyutai dispute with Japan. In each
of the cases of China’s maritime borders, and the
issue of China’s sovereignty over Taiwan, China
has not shied away from militarized threats.

Nonetheless, even though China rejected the
jurisdiction of the UN Court of Arbitration on the
South China Sea, China maintains that it continues
to support the UN Convention of the Law of the
Sea (UNCLOS) which the US has so far declined
to ratify. Beijing is also involved in active negoti-
ations with ASEAN on a Code of Conduct for the
South China Sea. The details of the Senkaku dis-
pute are too detailed to rehash here, but it is suf-
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ficient to say that not all the legal weight is on the
Japanese side. The weight of international opinion
is that Taiwan is not a sovereign state. The issue
there is whether the People’s Republic of China
can claim it and whether it is entitled to enforce its
claim by military means. Here again, the weight of
international opinion, broadly shared by Canada,
is that the PRC is not entitled to enforce its claim
against the will of Taiwan’s population, which
consistently demonstrated its determination to
uphold its democratic autonomy.

The case of Hong Kong is also complex - it was
administered as a British Crown Colony where
more than 2/3 of the territory was a 99-year lease
scheduled to revert to Chinese sovereignty in
1997. While China’s central government may have
betrayed hopes that Hong Kongers will be able to
elect their own chief executive under universal
suffrage, China made no such explicit commit-
ment under the Joint Declaration that governs the
reversion of Hong Kong to Chinese sovereignty,
nor did the British authorities in the 150 years in
which they governed Hong Kong ever institute an
executive fully accountable to the local popula-
tion.

The National Security Law of Hong Kong that the
PRC National People’s Congress promulgated in
2020 does violate provisions of the Joint Declara-
tion with respect to the UN Convention of Civil
and Political Rights, but there is no real enforce-
ment mechanism beyond that provided by the
UN Human Rights Council. The ‘one country, two
systems’ premise has been hollowed out, but this
was never anything more than a promise, with no
legal or constitutional backing and certainly no
enforcement mechanism under international law.

We have the right to complain, and complain we
should, on behalf of the people of Hong Kong. But
we also should acknowledge that the provocative
disturbances between 2014 and 2020 targeting
police and state institutions set the stage for a
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heavy-handed crackdown. That crackdown was
by Hong Kong’s own institutions with a pedigree
to its colonial past and not by any direct interven-
tion by forces deployed by the Mainland. On the
whole, the failure of the one country, two systems
model was an institutional failure in which Hong
Kong’s establishment, the British who negotiat-
ed the handover and the CCP in Beijing all share
blame.

In short, therefore, it is a distortion to look at PRC
relations with Hong Kong, Taiwan and the South
China Sea as evidence of expansionism or hegem-
onic intent. China has long made its intentions to-
wards these clear and consistent. There is no evi-
dence of a growing appetite for outward conquest.

What of the Belt and Road Initiative? A closer look
at the initiative and its implementation demon-
strates no malign intentions and questionable
payoff on Chinese ambition. Since the initial an-
nouncement of the BRI in 2013, the project has
grown to encompass Latin America as well as East
Africa and virtually the entire supercontinent of
Eurasia. Nonetheless, the pace of investment has
slowed significantly over the past several years as
multiple difficulties have surrounded them.

Even the earliest showcase project in China’s ‘all
weather friend’—the China-Pakistan Economic
Corridor (CPEC)—has been downsized, with both
investment viability and serious security con-
cerns considerably diminishing the prospects of
its deepwater outlet on the Arabian Sea, Gwadar.
Pakistan and Sri Lanka (another close partner) are
struggling under the contracted debts. This does
not mean that the entire initiative was designed
with ‘debt traps’ in mind. It simply means that the
ambition of the initiative failed to match economic
realities and the Chinese promise of aid ‘without
conditions’ produced white elephants for greedy
politicians that had no way of paying for them-
selves.
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This does not mean the entire initiative was
ill-conceived, nor that it failed to have positive
developmental spin-offs. There is little doubt
that Chinese efforts have turned around the in-
vestment climate in Africa and stimulated badly
needed infrastructure investment. Furthermore,
on balance it has yielded considerable goodwill in
Asia, Africa and the Caribbean as well as in Cen-
tral Asia. But fears of growing Chinese hegemony
in Central Asia, East Africa and Eastern Europe
now ring strangely hollow. Ethiopia, once a Chi-
nese investment success story, is now in the grips
of a bloody civil war. Sudan is plunged in deep
political uncertainty. South Sudan still struggles
to maintain coherence as a state on anything but
paper. And the Middle East is, if anything, less co-
herent politically than it has been at any time since
the end of the First World War. There is virtually
no evidence that the BRI has succeeded in repli-
cating the ‘Chinese model’ or the ‘Chinese solu-
tion’ anywhere.

There is virtually no evidence
that the BRI has succeeded in
replicating the ‘Chinese model’ or
the ‘Chinese solution” anywhere.

Chinese support may shore up some ‘bad actors’,
but only where those actors are in firm control of
domestic institutions. In other cases, China keeps
awary distance even from ‘enemies of their adver-
saries’ such as the Taliban in Afghanistan. Almost
a half year after the Taliban took Kabul, China is in
no hurry to recognize the Taliban Emirate. Rath-
er than consolidate the alignment with Pakistan,
cracks have opened in China’s relations with the
Pakistani military, even in the midst of the worst
tensions between China and Pakistan’s arch-ene-
my India in more than a generation.
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The reality demonstrates that China is neither the
unstoppable juggernaut that some people fear, nor
does it harbour an unquenchable quest to under-
mine and destroy our way of life. Instead, it is a
fearful regime that yearns for space to survive in
a world where its own norms are criticized as are
the genuine improvements it has brought about
for its own people. China is neither as beneficent
as it claims nor as malevolent as it is maligned.

The Chinese Communist Party exercises a firm
grip over the territory and population under its
jurisdiction, but its influence diminishes dramat-
ically the further one gets from its frontier. There,
its influence is limited to the blandishments it
proffers and the limited sanctions it can wield.
It has few friends on principle, but only a fellow
feeling among those other regimes beleaguered
by populations they cannot trust. A league of au-
thoritarians led by China and Russia may amount
to little more than a passel of paranoiacs, anxious-
ly peering in the rear-view mirror. Russian inter-
ference in the US election and the Brexit referen-
dum was disturbing — but the motley characters
dredged up by investigations were hardly capable
of promoting a coup in a country club let alone
overturn a vibrant democracy.

Can the West Influence China? And
How?

It is a truism to look at the relationship of China
with major Western countries and speak of ‘the
end of engagement’. The degree to which the
‘post-engagement’ period is cast as a ‘new Cold
War’ is in debate. But no one disputes that the era
of engagement is over. Furthermore, the ‘flaw’ of
engagement is generally recognized as one where
we interacted with China according to our rules
and we expected that China would then accept
those rules and become socialized into Western
norms. Despite consistent evidence the Chinese
Communist Party has rejected Western norms,
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it was only once Xi Jinping explicitly repudiated
universal values and began to tout China’s own
normative beliefs that this perspective was put to
bed. At the same time, a shifting balance of ma-
terial power, both economic and—at least in terms
of hardware and organization—military power,
demonstrated that China was ready to deploy that
power in defence of its dissent from the West.
Donald Trump accelerated this process through a
more confrontational stance and explicit recogni-
tion that China was America’s rival.

The degree to which the ‘post-
engagement’ period is cast as a
‘new Cold War’ is in debate. But
no one disputes that the era of

engagement is over.

On the Chinese side, we can date a shift from con-
ditional engagement to self-regarding assertive-
ness—first with the revision of the one country,
two systems formula in Hong Kong, then the ex-
plicit subordination of Special Administrative
Zone’s institutions to the national security norms
prevailing in the PRC. In a parallel fashion, Bei-
jing’s approach to Taiwan is increasingly charac-
terized by military pressure and away from polit-
ical blandishment. A policy of blunt assertiveness
where possession is nine-tenths of the law in the
South China Sea speaks for itself. The violent
standoff along the Sino-Indian frontier is another
data point, alongside the harsh repression in Xin-
jiang with no pretence of even face-saving nods
to Western sensibilities. The message is clear: 7
EMB22Z%E — “China will take care of its own
affairs.” The unspoken corollary is that Western
objections play no role in Beijing’s policy calculus.

Covid, and a growing rift with the West led by the
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US, act to insulate China from Western influence.
As human contact declines, as trade, technology
and scientific relations come undone the positive
incentives for a shared outlook fall away, with blunt
force the sole remaining channel of influence. It
isn’t that deterrence is a more effective tool to in-
fluence authoritarian regimes like China’s. Rather,
it remains the means available once alternatives
have been discarded.

In issues like the survival of Taiwan’s democratic
government, deterrence is indispensable. Where
force is already being deployed, the availabil-
ity and willingness to deploy counterforce is the
only reasonable response. But deterrence does
not foreclose diplomatic solutions. It simply tele-
graphs that force will be met by force. Therefore,
each side must explore alternatives short of war
to achieve their most important goals. The West’s
goal with respect to Taiwan is to safeguard the
hard-earned right of Taiwanese people to form a
democratically accountable government and to
ensure that military force does not become the
language of diplomacy in East Asia. The West
insists Beijing must pursue the goal of reunifica-
tion peacefully, consistent with the support of the
people of Taiwan. In effect, Taiwan is one test of
China’s peaceful intentions.

Deterrence does not foreclose
diplomatic solutions. It simply
telegraphs that force will be met
by force. Therefore, each side
must explore alternatives short
of war to achieve their most
important goals.

By all means, China’s claims in the South China
Sea must be challenged practically, but the norma-
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tive challenge should be pursued in coordination
with China’s ASEAN neighbours with concerted
demands that China conform to UNCLOS, a treaty
it has signed and ratified. This requires that the US
ratify that treaty also.

There is little the West can do to counter China’s
brutal practices in Xinjiang. The failure of the Is-
lamic world to come to the support of their Muslim
brethren deprives would-be supporters of Uyghur
human rights of the most potent diplomatic tool.
Banning imports produced with forced labour is
important symbolically and may loosen depend-
ence on China-anchored supply chains. However,
the latter is a double-edged sword. Lessening de-
pendence on China-anchored supply chains re-
duces vulnerability to Chinese sanctions, but also
eliminates bandwidth in mutual influence.

There are three problems with the strategy of ‘de-
coupling’. First, it may not be practical at a price
we can afford. Second, it reduces channels of mu-
tual influence that encourage both sides to reach
a mutual accommodation. Third, impeding and
reducing the two-way (and multi-vector) flow of
factors of production significantly increases costs
and reduces welfare for both parties. As we have
already seen with Trump’s tariffs, the party impos-
ing the cost pays the higher price. The loss of posi-
tive incentives for cooperation may do more harm
than the supposed benefits of reducing trade de-
pendency would justify. Furthermore, the quick-
er the pace of decoupling, the more it reduces the
marginal impact of the threat of further sanctions.

It is obvious that Xi Jinping’s insatiable quest for
global status means that the greatest impact on
China may be through conditional cooperation in-
side the institutions and fora of global governance
coupled with united and unequivocal criticism. Xi
Jinping craves the echo of applause from abroad.
Global prestige cannot be achieved domestically,
nor can it be manufactured through censorship.
To be sure, censorship may snip out criticism, and
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applause tracks can be manufactured for domestic
consumption, but a global China is unable to seal
itself off from the world. In fact, the best thing the
West can do in the competition with China is to
maintain its own prestige globally. ‘Soft power’ is
not easily deployed, but more importantly, its ac-
cumulation is broadly proportional to the benefi-
cence of material power. Spread the wealth and
demonstrate your availability, only then will you
achieve soft power credibly. China makes great ef-
forts to spread the wealth but has been much less
successful at demonstrating its availability. China
is quick to offer and quick to withhold. It leaves
the impression everywhere that its generosity is
self-serving.

Addressing China's Challenge

While some Western observers and misguided
Canadian analysts cast envious glances at ‘the
Quad’ as a prototypical ‘like-minded’ coalition,
the reality of its members’ foreign policy suggests
otherwise. India maintains normal multilateral
meetings with China and Russia and Sino-Indian
trade reached new heights this past year. Even dis-
counting India’s lapses from democratic values, its
alignment with the West appears more like a hedge
than a wedge directed at Chinese ambitions.

Much Canadian hand wringing about the existen-
tial threat of China to the West is based more on
irrational fear and envy than sober reality. Yes,
China challenges liberal values and norms—espe-
cially in the realm of individual human rights and
democratic pluralism. At the same time, China
shares with Canadians a belief that the deep pur-
pose of modern governance is to promote col-
lective prosperity and wellbeing reflected in the
improvement of individual lives. China has proven
this on a vast scale and has the ambition of dem-
onstrating this to the developing world. That is a
competitive challenge, to be sure—but it is a virtu-
ous and benign one with positive-sum outcomes.
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This is a competition the West should willingly
embrace and refrain from turning into a zero-sum
confrontation. We should take up the challenge
and give the Chinese model the chance to fail on
its own terms, while at the same time ramping up
the attractiveness of what the West has on offer. In
the rush to securitize our relationship with China,
Canadaisinretreat from the global stage and hud-
dling in fear within the narrow core of NATO. Af-
rica, Asia and Latin America have no interest in
our liberal nostalgia for the Cold War.

In the rush to securitize our
relationship with China, Canada
is in retreat from the global stage
and huddling in fear within the
narrow core of NATO. Africa,

Asia and Latin America have no
interest in our liberal nostalgia for
the Cold War.

US President Biden is well aware that the key to
outcompeting China is to prove that the liberal
democratic path yields better outcomes and great-
er prosperity. So far, he has been hard-pressed to
demonstrate it. Let us compete with China on
results-based governance that generates popular
support. The West needs to show that an individ-
ual, rights-based model of governance is capable
of generating collective action in the interest of
all—in the economy, in public health and in the
natural environment. Without that, our rhetoric
on rights’ will remain just that.

US President Joe Biden recently summoned a
summit of democracies—but to what end? If the
purpose of the gathering was to shore up the
rules-based order and ensure the future of liber-
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al global governance, then the premise should be
to support the global governance institutions as-
sociated with the United Nations, to coordinate
among democracies to press for the highest-com-
mon-denominator solutions to global problems
and to promote further human rights. What is
needed is a collective lobby group to work within
existing institutions, not an alternative that sharp-
ens the global divide and apes the dysfunction that
currently afflicts the US body politic.

By all means, let us compete with China, and con-
front it where necessary. But let us be clear-eyed
about our purpose: it is not to ‘defeat’ China but to
advance the cause of the planet and humanity. Go-
ing to war with China will solve none of our prob-
lems. Today’s PLA is not that of the Korean War.
It can credibly challenge the US and there is no
reassurance that a war with China will be limited
in time or space. At the same time, no solution to
the global challenge of climate change is possible
without Chinese cooperation. Lose China, lose the
planet.

This article was originally published online on Janu-
ary 14, 2022.
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Introduction

It is widely acknowledged that the rules-based
international order is in crisis. Russian revan-
chism has destroyed Europe’s collective security
architecture, while persistent North-South dis-
putes threaten the smooth functioning of global
multilateralism. But it is China’s steady rise that
presents the more long-term and formidable chal-
lenge to the status quo, even if Beijing has benefit-
ed to a significant extent from the existing order.

Often characterized as a 'middle power', Canada is
said to retain a major stake in the survival of the
rules-based order. Encouraging China to adhere
to existing international norms—whether through
engagement, coercion, or a combination of both—
is therefore thought to be a core foreign policy
imperative for Ottawa if it wishes to preserve the
international conditions which have underpinned
Canadian prosperity and security since World
War II.

This paper takes issue with both aspects of this
conventional narrative. First, it is not merely the
rules-based international order that is in crisis.
Rather, in addition to the flaws inherent to the
concept of 'rules-based order' itself, the more
significant development is that any recognizable
form of order appears implausible today. Second,
although Canada may retain a stake in the survival
of rules-based multilateralism for other reasons
(such as its reliance on international trade), its
preferred vision of international order does not
flow from its supposed middle power status. This
is because Canada is no longer a middle power.

Both of these facts should inform Canada’s ap-
proach toward relations with China, as well as the
scope and goals of Canadian foreign policy more
broadly. Specifically, in spite of recent tensions in
the Canada-China relationship, Ottawa would be
wise to adopt a posture rooted in caution and re-
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straint, cooperating with Washington on the sec-
urity implications of China’s rise where necessary
while keeping the door open to engagement with
Beijing where possible.

Rules-Based Order?

The term 'rules-based international order! at
the heart of Canada’s foreign policy since a 2017
speech to Parliament delivered by then-Foreign
Affairs Minister Chrystia Freeland, comes with
obvious appeal. Its imagery clearly draws a line
in the sand between previous historical eras and
the present day. Unlike the 19th and 20th cen-
turies which were based on spheres of influence
and 'might makes right', so the argument goes,
the post-World War II era has gradually sought to
enmesh states into a form of interaction rooted in
multilateral institutions and rules-based cooper-
ation.

However, the term 'rules-based order' suffers
from three key deficiencies.

The first—and simplest—is definitional: Whether
the word 'rules' is interpreted loosely or strictly,
the concept of 'rules-based order' becomes prob-
lematic. The looser definition is undermined by
the fact that all orders are, to some extent, based
on rules (whether formal or informal), if only to
render state behaviour more predictable. The
stricter understanding of rules—rooted in 'thick'
multilateral institutions and an extensive body
of international law—may make the distinction
clearer between the characteristics of the post-
World War II system and those of previous eras.
However, as Patrick Porter has illustrated, this
makes the term 'rules-based order' oxymoronic:
Strict rules suggest the need for rigidity in their
application, whereas the task of preserving order

inevitably requires compromise.

The second, perhaps more complex issue concerns
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the perceived legitimacy of the rules themselves.
Today’s changing global balance of power has
been accompanied by great powers contesting the
norms which should underpin the international
order. As such, while it may be in vogue for West-
ern leaders to insist that China must respect the
established rules, this entirely misses the point.
Norms are political by their very nature, as they
are the product of struggles to shape their content
and meaning. The question not only of what rules,
but also of whose rules, should apply is impossible
to avoid.

While it may be in vogue for
Western leaders to insist

that China must respect the
established rules, this entirely
misses the point. Norms are
political by their very nature, as
they are the product of struggles
to shape their content and
meaning. The question not only
of what rules, but also of whose
rules, should apply is impossible
to avoid.

Seen from this perspective, the term 'rules-based
international order' is viewed in Beijing not as a
neutral term or objective description of the status
quo, but rather as a rhetorical device through
which the West attempts to set the terms of inter-
national engagement at China’s expense. Simply
put, hectoring China over the need for it to respect
the “rules-based international order” is going to
get Western countries nowhere. With US Presi-
dent Joe Biden openly declaring that his country
is in a contest with China to “win the 21st cen-
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tury,” statements insisting that Washington has
no qualms with Beijing’s growing power and only
wants it to “adhere to international rules” will ring
hollow.

The First Global Order

The third issue is perhaps the most profound: Not
only does the rules-based order appear existen-
tially threatened, but it is becoming increasingly
impossible to imagine an order of any kind ca-
pable of responding to the challenges of today.

Throughout modern history, other forms of or-
der have existed besides the 'rules-based' variety
visible over recent decades. Hegemony, spheres
of influence, and great power concerts have all
served to provide order of one sort or another. Yet
none of them appears fully capable of structuring
interstate relations today.

Today’s return of great power rivalry is owed pre-
cisely to the failure of the United States to exercise
a singular hegemony over all other powers. The
contemporary international order of global scope
is simply too culturally diverse—and its distri-
bution of power too diffuse—for a single state to
dominate, even if Washington remains far ahead
of its peer competitors in economic, military
and technological terms. This is something that
Henry Kissinger recognized as early as 1994 in
his seminal tome Diplomacy. Richard Ned Lebow
further notes that, due to the postwar growth of
Europe and Japan, alternative centres of power
have existed for decades which have prevented
the international order from being fully 'unipolar”.
Simply put, the United States (or even the wider
West) will not be able to entrench a uniform “lib-
eral international order”, rooted in a single set of
political values, in which it is the only term-setting
power.

Post-Cold War efforts to construct a liberal inter-
national order of global scope are also the reason

CANADA & CHINA IN AN AGE OF GREAT POWER RIVALRY


https://peacediplomacy.org/
https://www.youtube.com/watch?v=pomcmrBJJSU
https://asia.nikkei.com/Politics/International-relations/Biden-s-Asia-policy/Biden-We-are-in-a-competition-with-China-to-win-the-21st-century
https://www.reuters.com/world/asia-pacific/blinken-say-china-strategy-is-about-rules-based-order-not-new-cold-war-2022-05-26/
https://www.cambridge.org/core/books/rise-and-fall-of-political-orders/70F897513C73A63704A86FEA0494C715

why a great power concert cannot provide an al-
ternative source of order today. In the 19th cen-
tury, the European great powers famously agreed
to uphold a balance of power amongst themselves,
known as the Concert of Europe or Congress Sys-
tem. By contrast, not only is there no equilibrium
to uphold today given the scale of US pre-emi-
nence, there is also no agreement between the
great powers on the principles which should
structure interstate relations.

This disagreement has played out most recently
in the diplomatic crisis over Ukraine, in which the
Western insistence on Kyiv’s 'right to choose' its
geopolitical orientation clashed with Russia’s pre-
tensions to special great power privileges, tragic-
ally culminating in war. Washington’s vision of a
'liberal international order!, in which other great
powers agree to transform their economic and
political systems and accept their place in a US-led
international system, is manifestly incompatible
with the polycentric conceptions of international
order prevalent in Moscow and Beijing. So long
as these fundamentally different visions of order
coexist, cooperation between great powers will re-
main selective at best.

If a great power concert is no longer realistic, then
one might expect spheres of influence to emerge
and provide a modicum of order (even if unjustly),
much like during the Cold War. However, states
are no longer easily subsumed into a great power’s
sphere of influence. In Asia, for instance, many
leading states do not wish to choose definitively
between Washington and Beijing, preferring to
maximize the benefits of US security guarantees
and economic relations with China simultan-
eously. Indeed, the United States has even had
difficulty bringing so-called 'rogue states' such as
Venezuela, Iran and North Korea to heel.

Several features of the contemporary international
order leave smaller countries well equipped to re-
sist great power pressures: an integrated global
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economy allows countries to transcend some of
the limitations imposed by geography and re-
duces the incentives of territorial conquest, a
quasi-multipolar balance of power gives states
the ability to play great powers off against one
another, and restrictions on the use of force have
altered perceptions of legitimate state behaviour.
While great power competition can generate a tre-
mendous amount of disorder and make multilat-
eral cooperation more difficult, the great powers
alone can no longer impose their will on the en-
tirety of the international system.

While great power competition
can generate a tremendous
amount of disorder and make
multilateral cooperation more
difficult, the great powers alone
can no longer impose their will on
the entirety of the international
system.

What appears to be emerging today, albeit in a
rather disorderly fashion, is the world’s first truly
global international order. The 19th century fea-
tured an imperial core and a colonial periphery,
the Cold War divided the world into two separate
spheres of influence, and the post-Cold War pro-
ject of building a 'liberal international order' was a
largely Western prescriptive effort to set the terms
of international political life for other states. Only
now do we finally appear to be witnessing the for-
mation of something approaching a universal or-
der of sovereign and equal states. It is therefore
unsurprising that the ordering mechanisms of
previous centuries—including liberal theories of
rules-based cooperation—are struggling to pro-
vide order today.
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Middle Power No More

The term used most often to describe Canada’s
place on the world stage is that of a 'middle power".
Middle power status is cited as one of the principal
reasons why Ottawa has played such a significant
role in multilateralism since World War II: Unlike
the great powers whose competition for influ-
ence can often be more unilateral and zero-sum,
middle powers not only benefit from the stability
provided by rules-based cooperation but also hold
enough weight to act as important players in the
multilateral system.

Canada may have good reasons for investing in
certain forms of rules-based cooperation between
states, but middle power status is no longer among
them. For one, as outlined above, the rules-based
order to which Canada has historically contribut-
ed is in crisis precisely because of the competition
over who gets to write the rules. The assertion,
historically popular with liberal international-
ists, that the problems caused by the successes
of rules-based cooperation (e.g., China’s rise) can
simply be resolved by more rules-based cooper-
ation is blind to this fact.

The rules-based order to

which Canada has historically
contributed is in crisis precisely
because of the competition over
who gets to write the rules.

While multilateralism may be in crisis, Canada’s
middle power status has largely been eviscerat-
ed. Part of this is due to the actions of Canadian
governments which have led to Canada’s increas-
ing marginalization from world affairs. This story
is already well known, featuring years of chronic
underinvestment in the foreign service, the mil-
itary and foreign aid, together with an unwilling-
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ness to devote the necessary energy and political
capital to rethinking Canadian foreign policy at a
time of international change. However, Canada’s
decline from middle power to, quite simply, not
a power is also owed to the changing structure of
the international order itself—a process which lies
beyond Ottawa’s control.

The story of 19th-century geopolitics largely cen-
tres on the great powers. The Cold War, by con-
trast, produced a clearer picture of middle power
status: Not one of the two superpowers, nor part
of the Third World, Canada along with other lead-
ing allies of the capitalist bloc could be thought
of as middle powers. Yet the end of the Cold War
muddied these waters. For one, the economic rise
of much of the Global South resulted in Canada’s
relative influence declining by default. But per-
haps more importantly, the collapse of the US-
backed 'liberal international order' project has
changed the definition of what constitutes a mid-
dle power.

Although we are witnessing the emergence of the
first truly global order, great power rivalry has
helped ensure that this order will be fragmented
rather than uniform. Certain global issues (e.g.,
climate change) will persist, but disagreements
over which rules, which standards and which
powers should dominate the Euro-Atlantic and
Asia-Pacific theatres has led to the rising import-
ance of regions by default. Nor is regionalism the
only cleavage to account for: Sub-orders within
the overall global order may also emerge along
functional or ideological lines. In this new con-
text, status within the global multilateral system
is no longer the primary indicator of what consti-
tutes a middle power.

In a white paper published earlier this year by the
Institute for Peace & Diplomacy, middle powers
were defined in the emerging, increasingly region-
alized international order according to four cri-
teria: enduring regional presence and geographic
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rootedness, considerable economic and military
capacity relative to neighbours, historical and cul-
tural pedigree as civilizational states, and the re-
gionally focused and limited extent of their ambi-
tions. Canada plainly does not meet these criteria.

Even if it were to hold a level of economic and mil-
itary strength equivalent to that of middle powers
from other regions, Canada’s relative power in
North America leaves it without a region in which
to exercise its influence. This distinguishes Can-
ada from Australia, the latter of which more clear-
ly fits the bill of an Asia-Pacific regional middle

power.

Canada’s ability to play the role of Euro-Atlan-
tic middle power has also been curtailed due to
Europe’s gradual economic and political integra-
tion. And rather than regionally focused goals,
Canadian foreign policy has often featured its ex-
tra-regional (e.g., transatlantic) and global (e.g.,
multilateral and values-based) dimensions most
prominently, attested to by phrases such as 'the
world needs more Canada' or assertions that Ot-
tawa uses multilateral fora to help it "punch above
its weight'.

The West’s rhetorical response to Russia’s inva-
sion of Ukraine, declaring a new age of 'democ-
racies vs. autocracies, may seem reassuring to
those who wish to reassert Canada’s middle power
status. But with roughly half the world’s popula-
tion opting to remain neutral, the spheres of in-
fluence of the Cold War era will not be so easily
reconstructed. Others might see in 'niche diplo-
macy' an opportunity to rediscover Ottawa’s trad-
itional role, but an international order in rapid
transition renders such niches difficult to identify.
With the great powers unlikely to agree to new
rules of the game until the outcome of the current
contest is determined, Canada is left with the task
of ensuring that its fall from middle power stops
short of satellite status.
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Conclusions

This paper has argued that Canada’s approach to-
ward China should not primarily be based upon
pushing Beijing to adhere to the 'rules-based
international order’. This is due to problems con-
cerning the conceptual and practical viability of
'rules-based order’, as well as the erosion of Can-
ada’s middle power status which has traditionally
buttressed its position as an influential player in
the multilateral system. This is not to say that mu-
tually acceptable rules of the game between China
and Western countries will not need to be found.
Rather, the problem lies in the implicit assump-
tion that, in insisting that Beijing adhere to the
existing 'rules-based international order', China
is expected to remain a rule-taker rather than an
equal rule-maker even as its relative power in-
creases. This is evidently something that Beijing
will never accept.

The problem lies in the implicit
assumption that, in insisting that
Beijing adhere to the existing
'rules-based international order’,
China is expected to remain a
rule-taker rather than an equal
rule-maker even as its relative
power increases. This is evidently
something that Beijing will never
accept.

What can be asserted with relative certainty,
however, is that some sort of power transition is
underway between Washington and Beijing, the
timescale and outcome of which remain unclear.
China threatens not necessarily to replace the US
as a global hegemon, but rather to erode Washing-
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ton’s relative power—if not globally then at least
in East Asia. Canada has lived through hegemonic
power transitions before, having shifted super-
power patrons from Britain to America. Today,
rather than clinging to the old order, the circum-
stances call for a Canadian approach rooted in
caution and restraint. The uncertain outcome of
the current Sino-American competition does not
imply that Ottawa should adopt a posture of hedg-
ing between Washington and Beijing, but rather
that it cooperates with the former on the security
implications of China’s rise where necessary while
keeping the door open to engagement with the lat-
ter where possible.

A related question concerns what Canada’s rela-
tive decline should imply for its wider foreign
policy. Simply put, although the challenges facing
multilateralism may offer Canada the opportun-
ity to contribute to certain technical fixes such as
on trade and climate change, the conditions for
Ottawa to play the same international role that it
did over previous decades largely no longer exist.
In fact, the political risks that any Canadian gov-
ernment would face in launching another bid for
a UN Security Council seat after two consecutive
defeats aside, Canada’s path to winning such a
seat may now be exceedingly narrow in a world
of regional blocs, irrespective of Ottawa’s reduced
international profile.

Canada effectively faces two choices: (1) under-
take a sustained and concerted effort to reverse its
international marginalization or (2) adjust its core
foreign policy aims and public discourse to the
new reality. Both options are strategically coher-
ent and would embody an attempt to set the terms
of Canada’s international existence—getting more
serious about foreign policy does not necessar-
ily need to imply increasing the size of Canada’s
international footprint. But this is a choice which
should be articulated explicitly, avoiding jargonis-
tic and vague expressions—such as Canada’s sup-
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posed 'role in the world', 'who we are', or the need
for Canadian 'leadership'—in which both rising
and established powers across the globe have little
interest.

Continuing with the status quo approach, in which
Ottawa pretends to remain a middle power and
multilateral powerhouse despite being a second-
ary or even tertiary player on issues shaping the
future of global order, would represent the worst
of both worlds, offering Canada none of the bene-
fits of a more targeted foreign policy. And while
the latter option may be the most realistic of the
two under the current circumstances, it will not be
without its costs. Foreign policy has long served
the purpose of furthering Canada’s perceived
distinctiveness from its southern neighbour. A
departure from the image of Canada as a leading
middle power would mark a change not only for
the country’s foreign policy but also for the iden-
tity-based discourse that it employs to foster a
shared sense of national unity.

A strategy for addressing the China challenge can
be effective only if it is nested within a broader
understanding of the purpose of Canadian for-
eign policy. Rather than asking how Canada can
save the rules-based international order from the
threats facing it, which is an inherently reactive
exercise, a more urgent and fundamental task is to
identify—and, if necessary, reconceive—the scope
of Canada’s national interests in a changed (and
still changing) world.

This article was originally published online on June
14, 2022.
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Introduction

China has transformed from a poor planned econ-
omy to a gigantic market-oriented economy in a
matter of a few decades with its continuous fast
economic growth, resulting from a combination of
domestic economic reforms and open trade poli-
cies. China’s GDP per capita passed the US$10,000
benchmark in 2019; and at US$12,551 in 2021,
it surpassed the world’s average (estimated at
$12,100) for the first time. As the world’s second
largest economy, China’s gross GDP is on path to
overtake the US by 2030 at the latest, according to
the IMF. China’s economic development has pro-
duced several hundred million middle class con-
sumers, an important driving force in consump-
tion of quality goods and services. China’s eco-
nomic rise has offered enormous opportunities for
the world through trade and foreign direct invest-
ment (FDI): China has become the world’s largest
trading nation, the largest goods trade partner for
over 130 countries and economic entities and one
of the largest investors. In 2020, China became the
largest global investor for the first time—account-
ing for 20.2% of global FDI flows (the data source
for trade and FDI in this paper is China’s Ministry
of Commerce except where explicitly noted other-

wise).

China is now Canada’s second largest goods trad-
ing partner, with recent annual trade (imports plus
exports) value of around CAD$75 billion. How-
ever, that economic relationship has been under
much pressure recently with some in Canada even
calling for a “decoupling” with China since Can-
ada-China diplomatic relations went downward
spiral after December 2018. With a lot at stake,
few people may disagree with the assessment of
the Canadian foreign minister Melanie Joly in her
January 2022 interview on The West Block when
she said “There’s a growing influence of China in
the world and every single country needs to take

19 | PEACEDIPLOMACY.ORG

a decision as to what their relationship will be
with China.” She concluded that was why she “was
given the mandate to develop a strategy, which is
called an Indo-Pacific strategy, because we need
to see, yes, China, but also the region as a whole.”
Minister Joly suggests developing a China strategy
and an Indo-Pacific strategy.

Despite the increasingly securitized nature of
international relations in a multipolar world,
evidenced most recently by the Trudeau govern-
ment’s decision to ban Huawei from its 5G net-
work, China remains an important economic part-
ner for Canada. Developing an effective Canadian
strategy for future engagement with China will
be constructive for Canadian businesses to make
long-term decisions regarding not only the soon-
to-be-largest world market, but also the region
which is fast becoming the global geo-economic
centre of gravity. To achieve this, one must have
an informed picture of China’s global economic
outreach and the current state of Canada-China
economic linkages. Upon closer examination, pur-
suing a strategy centred on decoupling appears
fanciful at best and counterproductive at worst.

China: The World’s Largest Goods
Trading Nation

Having transformed itself from a small producer
to the world’s largest trading nation, China has
taken decisive measures to liberate its economy
and to deepen its trade linkages through negoti-
ating and implementing multilateral, regional or
bilateral trade agreements over the last few dec-
ades. Accession to the World Trade Organization
(WTO) in 2001 was one of China’s biggest mile-
stones in its opening-up economic policies, with
its average tariff reduced to 7.4% on its 20th anni-
versary of WTO entry in 2021. The Regional Com-
prehensive Economic Partnership (RCEP) came
into effect on January 1st, 2022, the world’s largest
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regional trading bloc with China at its core, ac-
counting for about 30% of the world’s population
and 30% of global GDP. Although often framed as
shallow on labour and environmental standards,
RCEP nonetheless lowers trade barriers among
its 15 members to promote further trade flows.
In fact, RCEP is the first free trade agreement
(FTA) including China, Japan and the Republic of
Korea, three of the four largest economies in Asia,
with Japan and Korea already being, respectively,
China’s 4th and 6th largest goods trading partners
for 2020. Currently, China maintains 17 FTAs,
while implementing or negotiating an additional
8. In its latest move to signal its intention to deep-
en its economic reforms and to strengthen trade
linkages with the world, China applied to join the
CPTPP (Comprehensive and Progressive Agree-
ment for Trans-Pacific Partnership).

China maintains 17 FTAs, while
implementing or negotiating an
additional 8. In its latest move
to signal its intention to deepen
its economic reforms and to
strengthen trade linkages with
the world, China applied to join
the CPTPP

These efforts have paid off: China’s goods trade val-
ued at US$4.65 trillion in 2020, reinforcing China’s
nickname of the “world’s factory”. China’s top 10
goods trading partners in 2020 are indicative of
its massive trading power with the big economies
and its global outreach with a collective share of
75%. The four high-income developed economies
in Asia (Japan, Hong Kong Special Administrative
Region—SAR, Korea and Taiwan) plus ASEAN ac-
counted for 40%, a clear sign of their enormous
trading network with China. Another collective
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35% were shared by large economies consisting
of the European Union (14%; Europe), the United
States (13%; North America), Australia (4%; Oce-
ania), Brazil (2%; South America) and the Russian
Federation (2%; Europe).

China: From FDI Recipient to Two-
Way FDI

With its abundance of relatively skilled but cheap
labour force and large domestic market, attracting
FDI has been one of the major objectives in China’s
opening-up policy. To date, China has negotiated
and signed bilateral investment treaties with over
100 countries and economic entities (including
Canada), which include clauses on expropriation,
arbitration, most-favoured-nation treatment, and
repatriation of investment proceeds. While global
investors responded, accession to the WTO was
the turning point in FDI flows both into and out
of China.

For the massive FDI inflows, unlike China’s rela-
tively even global trade outreach, Asian firms
have always been the largest investors in China,
particularly those from Hong Kong SAR. For FDI
stock in 2020, Hong Kong investors’ cumulative
investment was at US$1.30 trillion, accounting for
53.3% in China’s total inward FDI stock; and FDI
stocks from Japan, Korea, Singapore and Taiwan
registered a combined value of US$386.17 billion,
with a share of 15.8%. On the other hand, FDI
from Western firms has been relatively small: as
of 2020, firms from major European countries had
a cumulative stock of US$116 billion (a share of
4.75%); and from the United States US$90.19 bil-
lion (a share of 3.69%).

Foreign-invested enterprises (FIEs) have been a
big driving force in China’s trade growth and ex-
pansion. Surely, with the presence of FIEs, doing
business with China could be doing business with
many FIEs investing in China. FIEs’ trade values
increased fast: from US$236.7 billion in 2000
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(with a trade surplus of US$.21 billion; and a trade
share 0f 49.9% in China’s US$474.3 billion total) to
US$1,797.6 billion in 2020 (with a trade surplus of
$67 billion; and a trade share of 39.7% in China’s
US$4,646.3 billion total), indicating an annualized
growth rate of 10.67%. A unique feature of trade
by FIEs is processing trade— FIEs import materi-
als from overseas and assemble them in China into
final products for exports. A prominent example
is iPhone—it is designed by Apple (an American
firm), assembled by Foxconn (a Taiwanese firm)
which relies on importing the needed intermedi-
ate inputs from many parts of the world.

FIEs make good profits in China. From the latest
statistics for the above-scale industrial firms (firms
with annual revenue no less than RMB500 mil-
lion) in 2020, sales revenue for all the above-scale
industrial firms registered a year over year (y/y)
increase of 0.8% and profit of 4.1%. But for the FIE
subgroup, they are 0.9% and 7% respectively, both
of which are larger than those for the whole group.
Undoubtedly, the opportunity to make good prof-
its in China has been a continuing economic force

for foreign firms to invest in China.

China’s investment in Asia
suggests that exports from

the region could be produced

by Chinese firms; and doing
business with China goes beyond
China’s borders.

China’s overseas investment has been overwhelm-
ing concentrated in Asia. As of 2020, China’s out-
ward FDI stock reached US$2.5 trillion; and Asia
has received 73.1%. For flows in 2020, investment
in ASEAN was US$41.61 billion, a y/y increase
of 23.3%, among which, manufacturing was the
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number one recipient. China’s investment in Asia
suggests that exports from the region could be
produced by Chinese firms; and doing business
with China goes beyond China’s borders.

The State of Canada-China Economic
Linkages

Canada’s economic linkages with China mirrored
the trend of China’s economic rise and growing
global outreach, with two-way commodity trade
values reaching around CAD$75 billion. China is
now Canada’s (distant) second-largest trade part-
ner after the United States. The positive effects of
Canada-China economic linkages have been felt in
many sectors and in people’s everyday lives. A re-
cent report by the China Institute at the University
of Alberta estimates the economic effects of China
on Canada, and concludes that in 2018, “the direct
GDP impact of China-related exports, new immi-
gration, and Canada-bound investment totaled
$42.6 billion, $6.1 billion, and $9.4 billion, re-
spectively. Given the overlaps in these figures, the
cumulative GDP effect of measurable China-relat-
ed impacts likely exceeded $55 billion.”

On trade, from 2011 to 2020, Canada’s goods ex-
ports to China grew at an annualized rate of 4.22%
from CAD$18.13 billion to CAD$26.30 billion; and
goods imports at 6.25% from CAD$28.71 billion
to CAD$49.55 billion. The fact that imports from
China are much larger than exports to China indi-
cates a larger demand in Canada for goods pro-
duced in China. Commodities traded represent
each other’s comparative advantages. Take the
year 2020: the top 3 ccommodities imported from
China were consumer goods, electronics and ma-
chinery; and the top 3 products exported to China
were agriculture, metal ores, and forestry prod-
ucts. As an economic partner, China bears a much
larger weight for Canada than what Canada is to
China: for 2020, two-way trade with Canada was
about 1.38% in China’s total goods imports and ex-
ports, while it was about 6.96% in Canada’s.
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Two-way investment between Canada and China
is of relatively small scale, compared with trade.
Take the year 2020. For FDI stock, China in-
vested CAD$30.75 billion in Canada, accounting
for 3.06% in Canada’s inward total; and Canada’s
in China was CAD$5.45 billion, accounting for
0.37% in Canada’s outward total. For FDI flows,
Canada’s share was 0.15% in China, which is 1.9%
in Canada’s global total of outward FDI. Chinese
investment in Canada accounted for only 0.14% in
China’s outward FDI flows, which is about 1.4% in
Canada inward FDI.

Warm Economics Despite Cold
Politics

The Meng Wanzhou saga beginning in December
2018 marked a downward turning point in Can-
ada-China diplomatic relations. However, despite
the low public opinion in each country towards
the other, trade linkages stayed strong, albeit with
some bumps.

The year 2018 witnessed historic trade val-
ues: goods imported from China registered at
CAD$46.36 billion, accounting for 7.62% of Can-
ada’s total goods imports; goods exported to China
at CAD$28.87 billion, accounting for 4.92%. And
combined, China’s share in Canada’s goods im-
ports and exports was at 6.30%, a significant in-
crease from the share of 5.13% in 2011.

The year 2019 started with hot political rhetor-
ic filled with confrontation and antagonism with
some arguing for an economic 'decoupling' with
China. However, values of goods imports from
China in 2019 were recorded at CAD$46.87 bil-
lion, accounting for 7.63% in Canada’s total, with
virtually no change from 2018; exports were at
CAD$24.14 billion, accounting for 4.05%, a drop
from the previous year, due to China’s import ban
on certain Canadian agricultural products; and
combined, China’s share in Canada’s goods trade
dropped to 5.87%.
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Despite the continued cold politics, in 2020, Can-
ada increased its imports from China, reaching
CAD$49.55 billion, accounting for 8.82% in Can-
ada’s total; while exports to China caught up with
the 2018 share at 4.97%, albeit with a smaller
value of CAD$25.97 billion, thanks to the overall
decrease in Canada’s goods exports. The increase
trend continued into 2021 despite the pandemic
and continued calls for 'decoupling': imports from
China reached CAD$57.22 billion, accounting for
9.06%; exports were at CAD$29.28 billion, ac-
counting for 4.62%—making China’s share in Can-
ada goods trade was 6.83%, more than its share of
6.30% in year 2018.

FDI follows a similar trend as trade. Two-way FDI
registered a big y/y decline in 2020, but with a
rebound in 2021. China’s FDI position in Canada
decreased from the peak of CAD$37.169 billion in
2019 to CAD$30.747 billion in 2020, and then in-
creased to CAD$33.825 billion in 2021, though still
CAD$3.3 billion less than in 2019. Canada’s 2021
FDI position (CAD$6.987 billion) in China sur-
passed its level in 2019 (CAD$6.479 billion) after
adip in 2020 (CAD$5.445 billion).

It is worth noting that China’s investment in
North America in general and in Canada in par-
ticular is of very small scale. As of 2020, China’s
FDI stock in North America only accounted for
3.9% in China’s global total. Of this, US$80.05
billion went to the US, accounting for a share of
3.1%; and US$12.49 billion came to Canada, repre-
senting a share below 0.5%. This scale should give
us a sense of proportion and perspective when it
comes to measure the scope of the challenge pre-
sented by China’s investment, despite concerns
for Canadian sovereignty and the resilience of
Canada’s democratic political system. Regarding
the net economic benefits and national security
considerations, the Investment Canada Act has a
specific (lower) threshold to review FDI coming
from state-owned enterprises and from countries
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not sharing a FTA with Canada (such as China). In
this context, any additional politicizing or securi-
tizing of FDI from China is both unnecessary and
counterproductive.

Despite the cold politics between
Ottawa and Beijing during the
last few years, the steady flows
in goods and the rebound of

FDI signal the resilience of

the mutual beneficial Canada-
China economic linkages and
indicate that diversifying away

or decoupling with China has not
materialized.

Despite the cold politics between Ottawa and Bei-
jing during the last few years, the steady flows in
goods and the rebound of FDI signal the resilience
of the mutual beneficial Canada-China econom-
ic linkages and indicate that diversifying away or
decoupling with China has not materialized. The
warm economics between Canada and China sug-
gest that Canada should pursue an effective China
strategy to offer an alternative to the rhetoric of
confrontation and antagonism, so that Canadian
businesses can make long-term decisions re-
garding the soon-to-be world’s largest market.
In fact, Canada is not alone: US-China and Aus-
tralia-China economic relations have also weath-
ered their respective cold politics, as US and Aus-
tralia remained, respectively, China’s third and
eighth largest goods trading partners in 2020. In
this regard, Minister Joly’s view could be shared by
many countries that “every single country needs
to take a decision as to what their relationship will
be with China.”
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While it is yet to be made public what would be the
pillars of Canada’s Indo-Pacific strategy, the warm
economics suggest that while Canada should pur-
sue deeper trade links with the wider Indo-Pacific
region as an end in itself| it cannot do so as a means
of diversifying its trading relationships away from
China. The economic integration within the Asian
region with China at the core is already deep: as
of 2020, Japan, Korea, Hong Kong, Taiwan and
ASEAN accounted for more than 70% of China’s
inward FDI stocks of about US$ 2.5 trillion, and
40% of trade in goods. As well, Asia accounted
for 63.7% of China’s US$2.581 trillion outward FDI
stock. The implementation of RCEP will enforce
and strengthen the economic integration, espe-
cially considering that this is the first FTA includ-
ing China, Japan and Korea. China’s Belt and Road
Initiative in ASEAN and many other countries in
the region may build large infrastructure projects
that will facilitate and expand these economic
linkages. Clearly, China’s economic dominance in
the region is front and centre; and to a certain de-
gree, doing business in the region means directly
or indirectly doing business with China. Pursuing
Canada’s Indo-Pacific economic strategy would
have to work with the reality of China’s economic
dominance and outreach in the region.

The Way Forward

Both Canada and China have been avid partici-
pants in and have benefited significantly from
global trade and FDI. China’s economy is targeting
a growth rate of 5.5% in 2022, which is still much
higher than many other countries. China’s ability
to cushion through global economic disruptions
has proved to be an important engine for global
growth. China will continue to be the world’s lar-
gest trading nation, a top FDI recipient and source
country. With China’s economy projected to over-
take the United States in a few years, more parts of
the world will see China’s footprints more strongly
than before, and the large middle-class population
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will continue to present good business opportun-
ities for Western firms.

The world is rich with different paths for gov-
ernance and models for economic growth. Dif-
ferences in culture and tradition manifest them-
selves in various social norms and value systems.
While the existing common regulatory standards
such as the World Trade Organization and World
Intellectual Property Organization provide the
foundations of a rules-based international order,
navigating and managing inevitable cultural dif-
ferences remains very important for bilateral eco-
nomic engagement. In that, Minister Joly’s state-
ment recognizes the opportunities and challenges
presented by China’s economic size while ac-
knowledging the differences between Canada and
China. The 'Four Cs' (coexist, compete, cooperate
and challenge) outlined by former Foreign Minis-
ter Marc Garneau succinctly summarize this real-
ity. The increase in goods flows between Canada
and China during the last few years is a testament
of the strength of the 'cooperate' pillar.

There are many unprecedented changes the world
faces today. The COVID pandemic still rages on in
many parts of the world, disrupting normal eco-
nomic activities and global value chains. The on-
going high inflation in the West and the negative
economic effects from the sanctions on Russia
pose a real threat for a looming global recession.
As the world’s second-largest economy, China’s
relatively stable environment to produce and grow
in today’s world would be an important cushion-
ing factor. Although concerns exist regarding the
closeness of China’s relationship with Russia in
the wake of Vladimir Putin’s decision to invade
Ukraine, it remains important to buttress the ex-
isting sources of resilience in today’s international
order by maintaining open and deepening trade
linkages, which would have the added benefit of
mitigating the risk and the magnitude of a global
recession. Having a productive engagement strat-
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egy with China will remain important as Canada
looks to Asia writ large for economic opportun-
ities.

This article was originally published online on May
20, 2022.
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A Worsened Relationship: Room for
Manoeuvre?

The release of Huawei CFO Meng Wanzhou by
the Canadian government and Michael Kovrig
and Michael Spavor by the Chinese authorities in
September 2021 ended nearly three years of tense
relations between the two countries. Yet, after one
year, there has been little indication that bilateral
ties will return to normal any time soon.

On the Canadian side, there is a lingering bitter-
ness about the imprisonment of the 'two Michaels'
Public opinion remains predominantly negative
towards China. Prime Minister Justin Trudeau has
finally appointed a new ambassador to Beijing to
replace Dominic Barton, who resigned at the end
of 2021. The minority Liberal government has
resisted calls from the business community to re-
sume higher-level dialogues with Beijing. Instead,
it announced a ban on Huawei and other Chinese
high-tech companies from participating in Can-
ada’s 5G networks.

Ottawa has become more active in pursuing rela-
tions with China’s neighbouring countries such as
India, ASEAN, Japan and South Korea, even flirt-
ing with closer ties with Taiwan by sending its top
diplomat in Beijing to Taipei. But there remains
very little strategic clarity on China policy. In the
absence of an overall Canadian foreign policy
framework, the work-in-progress 'Indo-Pacific
Strategy', as announced by foreign minister Mel-
anie Joly a few months ago, may not bring the ne-
cessary guidance to a new China policy.

On the Chinese side, there is not much eagerness
to take major initiatives to restore damaged re-
lations, even if pragmatism seems to have led to
the lifting of a major ban on canola imports from
Canada. Beijing criticized Canada’s decision to
ban Huawei and other steps Ottawa took jointly
with its Western allies that were seen as hostile to
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China.

Yet there also appears to be a strategic calculation
that in the confrontation between the world’s two
superpowers, one way of weakening the United
States is not to push its allies closer to Washing-
ton, even if Beijing has imposed counter-meas-
ures against US allies when some took steps con-
sidered as 'crossing a red line'. Thus, despite the
worst diplomatic relations between Canada and
China in recent years since the establishment of
diplomatic relations in 1970, bilateral trade growth
has set new records in recent years. There is little
evidence that Beijing is weaponizing trade in deal-
ing with Ottawa, perhaps a lesson it learned from
President Trump’s trade war against China that
such foreign policy measures produce no winners.

Despite the worst diplomatic
relations between Canada and
China in recent years since the

establishment of diplomatic
relations in 1970, bilateral trade
growth has set new records in
recent years.

Against such a backdrop of 'cool politics, warm
economics' in bilateral ties, it is worth asking the
question: What are the areas where both sides
should work together in a proactive way that
serves the interests of both countries, while not
being perceived as overly keen in pleasing the
other side? This paper presents a proposal in one
particular area of cooperation in energy and en-
vironment that will not only benefit both Canada
and China, but the global climate change agenda
in particular.
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From the Canadian side, the following conditions
need to be met. First, when it comes to policy
specific to China and the 'Indo-Pacific', the Tru-
deau government may only consider potential
options along the lines of a number of 'Cs": con-
frontation and competition where needed, and
cooperation when necessary. But it can still get
creative in pursuing what it considers a progres-
sive agenda, especially in the area of combating
climate change.

The Canadian public must view
the chosen area of cooperation
as not only benefiting Canada
economically and politically, but
also serving a much bigger public
good with global significance.
Otherwise, there is little appetite
for supporting it.

Second, the Canadian public must view the chosen
area of cooperation as not only benefiting Canada
economically and politically, but also serving a
much bigger public good with global significance.
Otherwise, there is little appetite for supporting it,
thus not providing enough legitimacy for Trudeau
to pursue it.

Third, the Conservatives, who thus far have been
a major driving force in setting a hostile China
policy, need to be behind efforts in which Canada
and China work closer. In a parliament where the
Liberals are a minority, the Conservatives have
turned China policy into a partisan tool to attack
the Trudeau cabinet.

Fourth, the new initiative must be able to satisfy
Canada’s press, which has turned more critical
toward China in its coverage in recent years, in-
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creasingly dominated by negative stories and one-
sided commentaries that do not capture the entire
sociopolitical complexity of modern China, and
how this intersects with international relations
writ large.

Finally, the selected area of cooperation should
not raise alarm bells in Washington, and ideally
even get American (tacit) approval.

The Energy-Environment Nexus

Taking together the above five preconditions,
quite a number of areas of potential cooperation
are either eliminated or significantly constrained,
even though they are important sectors in Can-
ada-China economic relations. The high-tech
sector will be too sensitive to national security
following the Huawei ban and will be furiously
opposed by the Conservatives. The education sec-
tor, traditionally a strength of Canada, is now con-
sidered risky with accusations of Chinese scholars
and students being potential spies for the Chinese
government (accusations without merit or proof).

The infrastructure/construction sector, originally
not a national security concern but being hyped
into one in recent years, is unlikely to get back-
ing, either in China’s Belt & Road Initiative (BRI)
through the Asian Infrastructure Investment
Bank (AIIB) or potential Chinese investment in
Canada’s construction industry, as evidenced by
the rejection of China Communications Construc-
tion Co. (CCCC)’s bid to acquire the Canadian
infrastructure company Aecon Group by the Can-
adian government in 2018.

Agriculture, forestry and minerals are considered
sectors of normal trade driven by market forces,
generating little public or political support for tak-
ing them up as key initiatives, even if they are also
seen by hardliners as potential natural security
concerns in a future decoupled world with China.

This narrows the list down to one particular area
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that satisfies all of the conditions: energy and en-
vironment. When I began working with the Lib-
eral government under then Prime Minister Paul
Martin to start an annual bilateral energy and
environment dialogue in 2004, the objective was
more geared towards exploring the fast-growing
Chinese market for energy and addressing con-
cerns that the Canadian energy exporting market
was solely dependent on the United States.

Later on, the Obama administration delayed the
approval of the Keystone XL pipeline for the first
time in 2008, a move that agitated Prime Minis-
ter Stephen Harper. Coming to power in 2006 but
remaining distant from China, Harper traveled to
Beijing for the first time in 2009 to seek energy
cooperation and Chinese investment in Canada’s
energy sector, witnessing a burst of more than $40
billion in Chinese capital rushing into the energy
sector in Western Canada over the following few
years.

But then as now, extracting and selling more fossil
energy divides Canadians. Nationwide, environ-
mentalists are vocal opponents. Geographically,
Western Canada is more in favour of energy de-
velopment than Eastern Canada. Politically, the
Conservatives are advocates, with the NDP and
Greens in opposition while the Liberals want to
limit the fossil fuel industry with a long-term goal
of phasing it out as a major pillar of the Canadian
economy. But even the Harper cabinet, after pro-
moting Chinese investment, got concerned about
potential Chinese control of too much of Canada’s
energy sector, and began to limit Chinese capital
after approving the CNOOC’s $15 billion takeover
of Nexen in 2013. This dynamic has not changed
since the Liberals came to power in late 2015.

Given recent tensions between Ottawa and Bei-
jing, more and more people have come to realize
that producing more oil and gas, and selling them
to China for the purpose of more revenue or for
diversification from the US market, cannot have
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sustained support. Therefore, energy engagement
with China must also have a corresponding en-
vironmental agenda, or an 'energy-environment
nexus' The logic of a Canada-China energy-en-
vironment nexus is that Canada’s energy relations
with China should not be treated simply as trade
to increase our market share beyond North Amer-
ica. Rather, the supply of Canadian oil and natural
gas in the form of LNG should be linked to overall
Chinese efforts in reducing the use of coal.

More people have come to
realize that producing more oil
and gas, and selling them to
China for the purpose of more
revenue or for diversification
from the US market, cannot have
sustained support. Therefore,
energy engagement with China
must also have a corresponding
environmental agenda, or an
'energy-environment nexus.

For many years, the Chinese government has
struggled to curb the use of coal in its rapid mod-
ernization process. China is the largest user of coal
in the world and a major part of its CO2 emissions
come from the use of coal. Studies have shown
that before the world reaches the stage where re-
newable and other non-fossil energy sources can
take over traditional energy sources, there has to
be a transitional period, during which oil, espe-
cially gas and LNG can play a role in replacing coal
if properly managed to mitigate related negative
impacts. This will not be emission-free but will
lead to significant decreases in CO2 emissions.
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Despite many years of efforts to eliminate them,
China still has many coal-generated power plants.
Replacing them with gas or LNG will lead to a
reduction in CO2 emissions of between 25 to 50
percent, depending on the efficiency of the origin-
al coal power plants. China simply does not have
enough alternatives, with the share of natural
gas and LNG in its energy mix much lower than
other major global consumers. Thus, unlike the
progressive trade agenda Prime Minister Trudeau
proposed that is partly responsible for the derailed
free trade talks with China, a Canadian proposal to
send large quantities of LNG to China will be wel-
comed as it will help Beijing to meet two strategic-
ally committed UN targets: reducing coal use and
the promise of carbon neutrality by 2030.

A Canadian proposal to send
large quantities of LNG to China
will be welcomed as it will help
Beijing to meet two strategically
committed UN targets: reducing
coal use and the promise of
carbon neutrality by 2030.

The rationale for an energy-environment nexus
is further supported by the urgent call in recent
years that more action must be taken to curb
greenhouse gases, especially by the largest emit-
ters and rich countries, or the moderate targets
set by the Paris climate conference to limit global
temperature increases will not be met.

The International Energy Agency (IEA) has recog-
nized that the key to such an effort is reducing the
use of coal, and in its 2017 World Energy Outlook
stated China’s central role when it comes to meet-
ing global CO2 emission targets: “When China
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changes, everything changes.”

While China today is no doubt the largest
CO2-emitting country on earth, its per capita
emissions remain significantly below that of other
developed nations. Nor does China, like all other
developing countries, bear much responsibility
when it comes to the historical accumulation of
emissions. China is now the factory of the world
and it has the industrial manufacturing capacity of
all the G7 countries combined.

Over the past several decades, when Western cap-
ital was moving to the parts of the world where
it could get the best return as part of the process
of globalization, heavily energy-consuming and
CO2-emitting industries were moved to China
and other developing countries. As a result, West-
ern politicians in Europe, North America and
other parts of the world claim credit for their re-
spective countries’ 'achievements' in meeting the
Kyoto Protocol obligations. China, India and other
developing countries got blamed for increased
emissions while producing for rich countries.
Overall global CO2 emissions have been shifting
geographically around the world but keep going

up.

When young environmentalists in British Colum-
bia passionately argued against the LNG Canada
project in order to keep the province’s emissions
below its set ceiling, their dedication and com-
mitment to a better world should be praised. But
unless total, aggregate global emissions are de-
creasing, the local targets—be it a city, a country, a
province or a state—mean very little.

Take LNG Canada: its extraction and production
of LNG in Western Canada may lead BC to break
its provincial CO2 emission ceiling in the com-
ing years. But when the LNG is being exported to
China, replacing the coal-burning power plants,
as planned and expected between Shell Canada
and its Chinese and other Asian partners, the
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global math leads to a net reduction of total emis-
sions, compensating BC’s local emission target by
contributing to global deductions. By understand-
ing the internal logic of the environment part of
the energy-environment nexus, we then can truly
understand the meaning of 'think global, act local'
when it comes to climate change.

What Needs to Be Done?

If we look at the tremendous challenges in meet-
ing the Paris Conference targets, the current chill
of Canada’s political and diplomatic relations with
China should not be a barrier for the two countries
to work together in pursuing energy efficiency, cli-
mate change collaboration and especially finding
innovative ways of replacing China’s coal use by
other less harmful means to the environment and
reducing CO2 emissions on a large scale.

Cooperation between the two countries along
the logic of the energy-environment nexus would
meet the five conditions outlined earlier for gen-
erating support within Canada. The Trudeau cab-
inet has not been a strong supporter of expand-
ing fossil energy production and the party has a
strong internal push for a green agenda on climate
policies. This is a chance for the Liberals to have
a vision on the global stage and be a leader in en-
gaging China when US-China relations are at a
stage of almost no contact, including in the area of
climate cooperation.

The Canadian public can be informed to see not
only the gains of increased trade with China in
Canada’s potential export of its energy products
but also the related environmental benefits, espe-
cially when these activities contribute to emission
controls at the global level.

The Conservatives are traditionally supporters of
more energy production in the West and export-
ing it to China. Former Prime Minister Harper,
although a firm advocate of banning Huawei, has
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been supportive in exploring China and Asian
markets for Canada’s energy diversification drive
over the years, including having discussed this
subject in an on-stage conversation with me in
Beijing in 2017. Media coverage may highlight
arguments which affirm the importance of such
cooperation for the global common good. And the
Biden administration, which has been busy put-
ting together multiple packages together with its
allies around the world to contain China, has seen
climate cooperation with Beijing as something
non-threatening and may even use Canada as a
bridge to reach out to China when its own bridges
to Beijing are burned in the wake of House Speak-
er Nancy Pelosi’s visit to Taiwan.

The Canadian public can be
informed to see not only the
gains of increased trade with
China in Canada’s potential
export of its energy products but
also the related environmental
benefits, especially when these
activities contribute to emission
controls at the global level.

To make such an initiative operational, some bold
vision and a number of concrete policy steps are
required. First, Prime Minister Justin Trudeau
and his cabinet need to think in terms of the global
climate agenda rather than being bound by the
current state of bilateral relations. There is still a
lingering sense of bitterness in Ottawa over nearly
three years detention of the 'two Michaels'. Phrases
like “we do not forget and we do not forgive” often
come up when discussing Canada’s China policy
plans. The anger is understandable. But anger is
not policy and emotions are no guide for rational
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policymaking. PM Trudeau can act with a vision
and break the ice with China’s top leadership by
reaching out with some energy and environment
project proposals that demonstrate statesmanship
in the interest of the global common good.

Second, as discussed above, Canada should not
simply propose an energy collaboration or trade
initiative to China. Energy-producing countries
all over the world want to sell oil, gas and LNG to
China. Despite holding one of the largest oil and
gas reserves in the world, Canada has so far not
shown up in China’s energy import chart due to
the fact that almost all of Canada’s pipeline infra-
structure has been routed to the US. There is
no doubt that Beijing wants to have diversified
sources of imports for 'supply security' while Ot-
tawa wants to have more 'demand security' if only
looking at energy trade market dynamics.

None of the existing countries
that export large quantities of

oil and gas to China, such as
Saudi Arabia and Russia, have an
environmental or climate change
component to their energy trade
relations.

The US used to be alarmed about Canada trying to
diversify its energy market to China, but with the
US itself producing enough oil and gas, and turn-
ing into an exporter, locking up Canadian energy
is no longer a supply security issue as it once was.
However, none of the existing countries that ex-
port large quantities of oil and gas to China, such
as Saudi Arabia and Russia, have an environment-
al or climate change component to their energy
trade relations.

A Canadian proposal, especially in linking poten-
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tially large-scale LNG exports to China to replace
the latter’s power plants using coal now, may get
a very positive response given the Chinese prior-
ity of reducing their reliance on coal. PM Trudeau
articulated exactly this point when he announced
the government’s approval of the $40 billion LNG
Canada project in 2018, the largest private sector
investment in Canadian history:

LNG Canada will have the lowest carbon
intensity of any large-scale LNG facility
in the world. We know LNG produces
about halfthe amount of carbon emissions
as coal. So by sending Canadian LNG to
markets that are today powered by coal,
we will help those jurisdictions transition
away from this energy source.

Against this backdrop, a more comprehensive
proposal to China should be made as part of a joint
effort in meeting the Paris Agreement goals.

Third, Canada’s 'Indo-Pacific Strategy' current-
ly under development should include this area
of cooperation with China as an important com-
ponent. An engagement strategy on energy and
environment with China cannot take place under
conditions in which Ottawa treats China as a po-
tential enemy, as demonstrated by the case of US-
China relations: Beijing has refused to deal with
Washington on climate change-related issues in
response to escalating tensions over Taiwan. It
perceives that the US is defining China as an ad-
versary, yet simultaneously wanting to pick and
choose what areas it wants to contain China and
what areas it wants to work with it. Although
important disagreements will persist in the Can-
ada-China relationship, sustainable cooperation
will depend on a commitment to identify shared
interests in select spheres, rather than one side at-
tempting to set the agenda unilaterally.

Under a more comprehensive engagement frame-
work, Ottawa and Beijing should set up a minis-
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terial-level mechanism to work out a package deal,
with Canada taking the lead, potentially taking in
other LNG-producing and exporting countries
such as the United States, Australia and Qatar
over time. While currently both natural gas and
LNG are in short supply due to the Russian in-
vasion of Ukraine, the long-term dynamic of re-
placing coal with gas, LNG and other renewable
energy sources will not change as a solution for
preventing the global temperature from rising be-
yond UN-defined goals.

Finally, the federal initiative should seek domes-
tic support from provincial governments, from
institutions that have rich experience in bilateral
engagement on energy and environmental issues
over the years, and from the private sector. This
will serve to form a working network that is not an
empty talk shop (as some of the existing mechan-
isms are) but rather is aimed at well-defined de-
liverables.

This article was originally published online on Sep-
tember 30, 2022.
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Introduction

For at least forty years, universities have been a
major dimension of Canadian connections with
China. Recruitment of Chinese students, study
abroad programs for Canadians, research part-
nerships and collaborative programs involve vir-
tually every Canadian university and college with
hundreds of Chinese partners.

In commercial terms, the educational services
sector (including all levels of education) was Can-
ada’s largest export to China in 2019, valued at
$5.72 billion and supporting 57,000 jobs. In that
same year, there were more than 100,000 Chi-
nese students registered at Canadian universities
and colleges. At the University of British Colum-
bia alone, tuition fees from international students
from China amounted to $184 million, about 9% of
total revenue. The university has research and ex-
change partnerships with more than one hundred
different institutions in China.

The pattern has shifted in the past decade from
capacity building to mutual advancement. In an
increasing number of fields, Chinese universities
are improving and Chinese partners are becoming
world class.

These links have been affected significantly by
COVID-19, with travel and in-person contact cur-
tailed or postponed. Yet the view that things will
return to normal when pandemic restrictions lift
is mistaken.

For forty years there were compelling econom-
ic and geo-strategic reasons for expanding these
connections, tied to a national engagement
strategy. In an era of geopolitical contestation,
techno-nationalism, negative public perceptions
and Cold War tensions, the mood and dynamics
are changing.

There is growing evidence that the flow of Chinese
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students is peaking and will likely decline over the
next five years. Internationally, the deterioration
of the Sino-American relationship and deepening
mutual suspicions have put new constraints on
academic exchanges, especially in the STEM and
health areas. On both sides, research is increas-
ingly securitized as part of a techno-nationalist
approach to a peer strategic competitor.

At home, Sino-Canadian diplomatic relations re-
main cold even after the return home of the two
Michaels and Mme. Meng. Public attitudes about
China are at an all-time low, media sentiment still
sharply negative. On campuses across the coun-
try, concerns have risen about cyber intrusions
and potential espionage, student safety, harass-
ment and surveillance, the academic atmosphere
in classrooms and new forms of self-censorship.
Questions are increasingly raised about cooper-
ating with partners who may be connected to re-
pressive policies or human rights violations.

In an era of geopolitical
contestation, techno-nationalism,
negative public perceptions and
Cold War tensions, the mood and
dynamics are changing.

While research collaborations are just one part the
picture, they are at the heart of current thinking in
Ottawa. They are generating media commentary
and the publicized attention of at least one prov-
incial government. They involve multiple agen-
cies with different mandates and perspectives at
the crossroads of national security considerations,
aspirations for open science, economic competi-
tiveness and innovation, and the globalization
of knowledge. And they are a new chapter in the
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interaction between security and intelligence
agencies and a university sector determined to
maintain its institutional autonomy and inter-
national mission.

This paper describes the current state of play and
make some suggestions on what must be done to
make a new phase of collaborations sustainable.
Keeping the door open requires installing some
new screens and making changes in our aware-
ness of both risks and opportunities. At the mo-
ment it is swinging on a rusty hinge.

The Research Sector

Mirroring concerns in the United States and Aus-
tralia, Canadian security and intelligence agencies
have raised concerns for more than a decade about
leakage of intellectual property, cyber intrusions,
funding from Chinese companies, and breaches of
research integrity. In 2016, Public Services Can-
ada launched a series of workshops on safeguard-
ing science. Two years later the Canadian Security
and Intelligence Service (CSIS) organized brief-
ings for elected officials at all three levels of gov-
ernment and expanded them to include university
administrators across the country but especially
in the major research institutions.

Inside Ottawa, inter-agency meetings involving
CSIS, the Communication Security Establishment,
Public Safety, the Royal Canadian Mounted Police,
Global Affairs, and the Department of National
Defence intensified. Innovation, Science and Eco-
nomic Development (ISED) has played the pivot-
al role in the university component, preparing
an internal paper on scientific integrity, chairing
inter-departmental meetings and coordinating
efforts with groups including Universities Canada
and the U15 group of research-intensive universi-
ties. In 2019 it helped create a Government of Can-
ada-Universities Working Group bringing togeth-
er universities, government departments, federal
granting councils and national security agencies.
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Its formal objective was “to advance open and col-
laborative research in a way that also safeguards
research and maximises benefits to Canadians.”

Ottawa and the universities have
adopted a “country agnostic”
approach that identifies risks

and threats but without listing
China or any other foreign
country or actor by name. But
inside government, phrases like
“countries of concern,” “hostile
actors,” or “states or groups that
pose a threat to Canada” were in
common usage.

Throughout, Ottawa and the universities have
adopted a “country agnostic” approach that iden-
tifies risks and threats but without listing China
or any other foreign country or actor by name.
But inside government, phrases like “countries of
concern,” “hostile actors,” or “states or groups that
pose a threat to Canada” were in common usage.
Interviews suggest that no one doubted that China
was the principal concern.

Initially skeptical about the warnings, universities
by 2020 began active collaboration with Ottawa in
examining matters of research hygiene and mes-
saging to faculty to raise awareness and vigilance
in guarding their research. Professors report that
the most compelling messaging focused less on
identifying specific actors of concern and more
on preserving the integrity of science based on an
open and transparent peer review system.

That summer, Ottawa published a Policy State-
ment on Research Security and COVID-19, en-
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couraging institutions to be aware of the potential
risks to their work. It asked them to “take appro-
priate measures to protect their knowledge cre-
ation and innovations, while maintaining a strong
commitment to Open Science and support for a
global research response to the COVID-19 pan-
demic.”

The need for awareness,
vigilance and new procedures
has been increasingly accepted,
though is only now percolating
down to the researchers,
principally in the natural and
applied sciences, in medicine,
and just beginning in the social
sciences and humanities.

Lastyear Ottawa released National Security Guide-
lines for Research Partnerships. In parts it mir-
rored guidelines for the Investment Canada Act
that aimed “to prevent foreign interference, espi-
onage, and unwanted knowledge transfer that can
contribute to advancements in the military, secur-
ity, and intelligence capabilities of states or groups
that pose a threat to Canada or that may enable the
disruption of the Canadian economy, society, and
critical infrastructure.” The guidelines, developed
in coordination with the GOC-University Working
Group, identified sensitive research areas with the
potential for dual-use or that are targeted by for-
eign governments, militaries and other actors. It
encouraged researchers to protect their work and
assess and mitigate risks associated with potential
research partnerships. It also developed a website
and online tutorials, including one on cyber sec-
urity, for assisting researchers and university staff.
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University officials have become more receptive
and taken initial steps to familiarize administra-
tors and faculty members about a new risk en-
vironment. The need for awareness, vigilance and
new procedures has been increasingly accepted,
though is only now percolating down to the re-
searchers, principally in the natural and applied
sciences, in medicine, and just beginning in the
social sciences and humanities.

Several universities have produced statements of
principles for exchanges with foreign partners.
The University of Toronto’s, for example, includes
a section instructing faculty members to consider
any risks to the university, national interests, na-
tional security, intellectual property, reputation
and human rights. A few have issued special in-
structions about enhancing research security and
hygiene using materials produced by ISED.

The NSERC Model

One instrument in Ottawa’s toolkit is the federal
granting councils. The Natural Sciences and En-
gineering Research Council of Canada (NSERC)
has been on the frontline. Its approach to the issue
gives an indication of the forces and actors in play
and the complexity of a Made-in-Canada process
and positioning.

The key element was the rollout of a new set of
requirements for its Alliance awards competition
announced in July 2021 for projects involving a
private sector partner. These included for the first
time a required risk assessment questionnaire that
probed possible security risks of a project and re-
quired a mitigation strategy for addressing them.
Individual researchers were required to submit
these two items to the university administrators
at their home institutions before being forwarded
to NSERC for final decision. In instances deemed
sensitive, individual applications were referred to
security agencies for an evaluation. Of about 500
applications, 24 were referred to the intelligence
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agencies for comment. The comments have not
been publicly released nor has it been revealed
how many of these related to China, involved Chi-
nese partners, or were submitted by professors of
Chinese descent.

The questionnaire referenced a newly created
website, Safeguarding Your Research, that list-
ed sensitive areas. The key ones included know-
ledge or IP of interest to foreign governments or
militaries and nuclear regulations. It also referred
to the Controlled Goods List that identified critic-
al minerals and supply chains, personal and big
data and critical, and critical infrastructure. An
annex in the National Security Guidelines for Re-
search Partnerships, added a “non-exhaustive
list” of thirteen research areas ranging from Ad-
vanced Materials and Manufacturing to Artificial
Intelligence, Biotechnology, Medical Technology
Neurotechnology, Human-Machine Integration,
Next Generation Computing and Digital Infra-
structure and Quantum Science.

Sensitive partners were defined in part on the
basis of potential for transfer to militaries, or or-
ganizations that could negatively impact Canada’s
national security; and entities that “could be sub-
ject to foreign government influence or control
including where there are policies and or laws that
compel knowledge transfer to the state.”

Also listed were the items on the Export Control
List. They do not cover intellectual property or ap-
plied or basic research but specify a wider range
of subjects and partners that could cause harm
to Canada and its allies; undermine national or
international security; contribute to national or
regional conflicts or instability; contribute to the
development of weapons of mass destruction;
and are used to commit human rights violations.
The program and its results are under review by
NSERC officials and a special Academic Reference
Group.
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The federal government’s 2022
budget allocated $125 million
over five years for a Research

Support Fund to strengthen their
internal capacities for identifying
and responding to external
incursions and risk.

To assist the university system in fulfilling their ex-
panded responsibilities, the federal government’s
2022 budget allocated $125 million over five years
for a Research Support Fund to strengthen their
internal capacities for identifying and responding
to external incursions and risk and a further $35
million to create and staff a central Research Sec-
urity Centre to provide advice and guidance dir-
ectly to research institutions. While details have
not yet been publicly released, the Centre will be
hosted by Public Safety Canada and staffed by gov-
ernment employees, possibly similar to the newly
created Research Collaboration Advice Team in
the United Kingdom.

Assessing the New Status Quo

Putting this in perspective, of all the research col-
laborations with Chinese partners, only a small
number are funded by the Alliance program (or
for that matter the NSERC). But the experiment is
significant for several reasons.

First, it is very likely to be rolled out in other
NSERC programs, plus other federal funding
agencies including the Canadian Institute for
Health Research and the Social Sciences and Hu-
manities Research Council of Canada.

Second, the design involved coordination of a
complex set of players in which university rep-
resentatives were significant participants. It in-
volved intelligence agencies but was coordinated
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by ISED and avoided the problems encountered in
Australia of a process dominated by its main sec-
urity agency. It did, however, open up new space
for direct interaction between CSIS and the uni-
versities on matters related to partnerships and
other developments on university campuses.

To date the Canadian approach
has varied substantially from the
American and Australian. In the
US, China has been explicitly
named and targeted. Directives
came from the top with very little
input from universities.

To date the Canadian approach has varied sub-
stantially from the American and Australian. In
the US, China has been explicitly named and tar-
geted. Directives came from the top with very little
input from universities. Perceived violations have
been the subject of criminal investigation and
the criminal justice system including the recent-
ly suspended China Initiative. There have been
tight guidelines for disclosure of connections with
Chinese institutions and partners, including indi-
viduals who have been part of a Thousand Talents
programs. Export control restrictions have been
extended beyond material items to include know-
ledge and know-how, scientific exchanges and
techno-scientific innovation under the gaze of na-
tional security agencies and as part of economic
statecraft in the strategic competition with China.

Australia also made universities the front-line
players in a process directed from Canberra. Can-
berra created a University Foreign Interference
Taskforce in 2019 to examine range of concerns
related to vulnerabilities created by too close a de-
pendence on China for foreign student intake and
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research funding as well as Chinese interference in
the Australian political system and society. It took
aim at Chinese efforts to alter or direct research
agendas, focus economic pressure, solicit and
recruit post-doctoral researchers and academic
staff, and sponsor cyber intrusions. Intended to
be a “light touch,” they included requirements for
universities to develop risk assessment and re-
porting frameworks, produce and enforce strict
conflict of interest and conflict of commitment
guidelines for faculty, and sharpen due diligence

on partners and research areas.

The Made-in-Canada approach has had some
distinctive features. Branding around protecting
scientific inquiry rather than punishing China
proved attractive, something that may have been
politically useful in avoiding further antagonism
in an already tense relationship with Beijing. The
process has so far avoided the rancour and pub-
lic controversy in the US and Australia. Officials
in Ottawa have not identified all Chinese students
and professors as potential spies, restricted visas,
used the justice system to press criminal charges,
or instituted sweeping bans on Chinese entities.

In one area, however, there has been publicly re-
ported backlash. A number of professors of Chi-
nese descent have actively expressed worries
about the prospect of racial profiling, stigmatiza-
tion because of Chinese connections, and poten-
tial surveillance and action against them by sec-
urity agencies, citing the American example. Offi-
cials in Ottawa are sensitive to these concerns and
offered reassurances that information generated
by the process will not be used to target individ-
uals. If necessary, infractions of academic integ-
rity will be enforced by administrative sanction
rather than through the criminal justice system.

The framers of the NSERC questionnaire did not
intend to use the information to surveil or profile
professors of Chinese descent. But the fact that
the lion’s share of research collaborations and
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partnerships between Canadian professors and
counterparts are conducted by people of Chinese
descent and, more importantly, individuals with
deep and regular interactions with Chinese in-
stitutions will inevitably mean they are subject to
disproportionate scrutiny.

This has not completely dispelled initial concerns.
Added to it is speculation that the risk assessment
procedures will put a chill on new collaborations
by adding extra layers of uncertainty. This could
have implications for Canadian innovation and
signal a move toward academic decoupling, in-
tended or not.

What Comes Next?

The future of university connections between
Canada and China is far from decided. There are
reasons for optimism based on developments in
the past two years in reconciling national security
concerns with an abiding interest in maintaining
collaboration in a wide range of fields, preserving
university autonomy while responding to govern-
ment-defined anxieties, and rightsizing risks pro-
portionate to their extent and intensity.

The guidelines in place in the NSERC example
have laid the foundations for a potential drastic
restriction in collaborations at a future point. The
Trudeau government’s China framework and its
“Four C’s” formula—coexistence, cooperation,
competition and confrontation—is situation
specific. The list of sensitive sectors and the def-
inition of risky partners could be used in ways that
would shut down research collaboration almost
completely.

But it is instructive that the ban on Huawei par-
ticipation in the rollout of the national 5G network
did not include restrictions on research, including
with Canadian universities. And the Trudeau gov-
ernment has identified national security concerns
to include such items as critical minerals and
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critical infrastructure, but not items of a strictly
commercial nature.

The guidelines in place in the
NSERC example have laid the
foundations for a potential drastic
restriction in collaborations at

a future point. The Trudeau
government’s China framework
and its “Four C’s” formula—
coexistence, cooperation,
competition and confrontation—
is situation specific.

Meanwhile, in the media and Parliament there are
voices calling for more aggressive steps explicitly
targeting China and introducing legislation along
the lines of Australia’s foreign interference laws.
Some see this as the part of a necessary decoup-
ling from the Chinese economy and ending collu-
sion with an enemy, concerns that are very likely
to surface in the next rounds of the Special Parlia-
mentary Committee on Canada-China Relations
that will resume in the fall.

Four challenges lie ahead. First, the sectors con-
sidered sensitive are broadly defined and expand-
ing, far beyond the range when national security
was defined around military and dual-use items
and technologies. Will guidelines apply to both
applied and basic research? What aspects of Arti-
ficial Intelligence, to take one example, are mat-
ters of national security? How will it apply in the
social sciences where criteria related to human
rights violations will come into play? The matter
is complicated further as the concept of “dual-use
technology” is being substantially broadened
to include areas previously considered basic re-

CANADA & CHINA IN AN AGE OF GREAT POWER RIVALRY


https://peacediplomacy.org/

search and making more of the research generat-
ed on campuses defined as “sensitive” or “secret”
by cautious government officials who may push
for prohibiting participation in multi-national re-
search teams working in these domains.

The concept of “dual-use
technology” is being substantially
broadened to include areas
previously considered basic
research and making more of the
research generated on campuses
defined as “sensitive” or “secret”
by cautious government officials
who may push for prohibiting
participation in multi-national
research teams working in these
domains.

Second, the definition of inappropriate partners
would on the surface of it include every Chinese
university, all of which are part of a political sys-
tem which includes the Communist Party, gov-
ernment and the military. In a few cases where
a university is directly under the control of the
PLA, this is fairly easy to establish. The nuances
surrounding the degree of control can only be rec-
ognized by careful, rigorous and demanding due
diligence.

And what about defining risky individuals? Does
involvement of a Chinese researcher in a Thou-
sand Talents program matter? Past military ser-
vice? Membership in the CCP? Authorship of an
essay that can be considered supporting Chinese
policies in Xinjiang? There needs to be more
transparency and accountability in producing CVs
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and disclosing conflicts of interest and conflicts of
commitment. But what to do once there is full rev-
elation and the matter then turns to the substance
of those connections?

Answers to these questions will benefit from en-
gaging academic expertise of scientists in defining
sensitive sectors. And our social scientists and
China specialists can be a constructive resource
for looking at the dynamics of institutional con-
nections inside China and how to estimate end
use. To date, collaboration between Ottawa and
the universities has focused almost exclusively on
university administrators and only rarely the pro-
fessoriate. If security clearances for key actors in
the private sector, universities, and research insti-
tutions to receive classified threat information is
impossible, perhaps they can be involved in advis-
ing the nascent Research Security Centre operat-
ing on the basis of briefings and unclassified ma-
terials.

Third, how far should Canada insulate itself from
American views and practices committed to a full-
scope confrontation with China? The criteria of
US funding agencies already pose extraterritorial
implications for individuals and institutions who
wish to cooperate with organizations on entity
lists including Huawei. The US Bureau of Indus-
trial Security would value alignment with Wash-
ington’s foreign policy as outlined in the Export
Control Reform Act. These have recently been
expanded to include the protection of human
rights and democracy, including in areas related
to censorship, social control, interception or re-
striction of communications, facial and biometric
indicators, and DNA sequencing. More pressure
can be expected to conform with the multilateral
export control regimes addressing supply chain
security, the civil-military fusion in China, IP
theft, maintenance of technology leadership, and
the use of commercial technologies to commit hu-
man rights abuses. Will coordination of policies
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with Washington on “friend-sourcing” extend to
blocking the transfer of IP to China and keeping
Beijing out of international gatherings?

Fourth, it will be necessary to discuss these issues
with Chinese counterparts. One element will be
to explain the apprehension in Canada about the
implications of Beijing’s National Security Law for
Hong Kong and the fear that it is creating over-
seas. Calls for full reciprocity and transparency
as preconditions for a next generation of cooper-
ation are non-starters because of the fundamental
differences in the nature of our political systems
and conceptions of academic freedom. But there is
room for discussion led by academic associations
on shared standards of research hygiene, integrity
in disclosure, and open assessments of the end use
of research.

We need leadership at the university level to begin
these discussions and to be transparent with the
Canadian public about precisely how collabora-
tions are consonant with Canadian values, the na-
tional interest, and the mission of our institutions.
Building high fences around carefully specified
small yards in the areas of high-tech research and
critical infrastructure is necessary. So is aware-
ness and vigilance in our research community in
assessing potential risks and end-use possibilities.
But only with precision, nuance and a refined
knowledge of China can we keep the door as open
as possible in difficult times of distrust, suspicion
and great power rivalry.

This article was originally published online on Sep-
tember 19, 2022.
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Introduction

Connections between domestic politics and for-
eign policy—more specifically between ethnic
organizing and foreign policy—have for decades
attracted the attention of scholars and commenta-
tors. But the nexus between foreign policy, grow-
ing ethnic diversity in populations, and the policy
of multiculturalism has become an increasing-
ly pressing topic for debate since September 11,
2001, the subsequent invasions of Afghanistan
and Iraqg, and China’s concurrent rapid rise. There
are two distinguishable but interlinked themes
in such discussions: one concerns assessing and
debating the impact of ethnic minority groups on
foreign policy making; the other is about how gov-
ernments’ strategies for dealing with other coun-
tries affect domestic politics with respect to par-
ticular ethnic minorities.

The thrust of this article is more concerned with
the second theme—the impact of foreign policy
on ethnic minorities at home—informed by my
research and community engagement as a public
sociologist to intervene against the surge of an-
ti-Asian racism and Sinophobia in particular. My
aim is to show how, despite state multiculturalism,
foreign policy making can function as an institu-
tional conduit for reproducing systemic racism,
which not only exacerbates social divisions but
also prevents a form of intercultural understand-
ing in which individuals truly see one another.
There are two parts in what follows.

First, I discuss a few new factors relevant to de-
bates about ethnic diversity and foreign policy
in our present time, with particular emphasis on
some Chinese Canadians’ experiences with the
rise of Sinophobia and their perspectives on multi-
culturalism and foreign policy. Then I discuss a
number of fundamental deficiencies in multicul-
turalism and, more generally, Canada’s approach
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to diversity which have a heightened significance
both for ethnic minority groups’ experiences and
for foreign policy making in times of international
contestation, such as today’s period of deepening
great power rivalry.

Ethnic Diversity and Foreign Policy in
Our Present Time

While we bear in mind that there has been and al-
ways will be intense debate over ethnic minority
groups and foreign policy, it is important to speci-
fy how the context of this debate has evolved in
recent years. First, there has been the fact of in-
creasing cultural diversity in Western countries as
a result of their post-World War II economic need
for cheap labour, skills and capital, and corres-
ponding immigration from ex-colonies as well as
other countries.

Second, in the 1970s and 1980s multiculturalism
had emerged as a possible policy model in these
countries, partly in response to the fact of demo-
graphic diversity and as a result of political com-
promise.

Despite significant variations across nation-states,
multiculturalism as a mode of governance gener-
ally signals the valuing of the presence of diverse
ethnocultural groups, recognition of non-dom-
inant ethnocultural and religious groups’ rights
in certain areas such as language and education,
and state support to and accommodation of these
groups. Third, since the terrorist attacks of 9/11,
a paradigm of securitization has foregrounded
concerns about foreign interference and internal
security threats. Some European political lead-
ers such as Angela Merkel, David Cameron, and
Nicolas Sarkozy have declared multiculturalism as
a failure.

While such views have not become mainstream
in Canada, Canadian multiculturalism policy has
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nonetheless been criticized by scholars such as
Jack L. Granatstein for fostering unhealthy trans-
national ties that are harmful to the national inter-
ests of Canada. Others such as Vic Satzewich have
rebutted that view by suggesting that Canada’s
multiculturalism policy may have little to do with
transnational identities and connections and thus
cannot be blamed for harming Canada’s national
interests. Furthermore, heightened security con-
cerns have subjected Muslims and members of
Arab communities to widespread discrimination,
ostracization and brutal violence because they are
stigmatized as an object of suspicion.

Even in liberal multicultural
societies an ethnic minority
group can just as easily and
quickly be demonized in times
of international conflict, even
though they have nothing to do
with the actions of their country
of origin.

Parallel to the treatment of Arab and Muslim
communities, since the financial crisis of 2008
the Chinese diaspora has been subjected to sus-
picion and accusations of posing threats. While
blatant attacks on multiculturalism are not often
heard in Canada, Vancouver, despite being known
as the most Asian city outside Asia and suppos-
edly 'the bastion of progressive multiculturalism),
registered more anti-Asian hate crimes reported
to the police than in the top ten most populous US
cities combined; it experienced a 717 percent in-
crease in anti-Asian crimes from 2019 to 2020, de-
spite underreporting, and was dubbed the world’s
capital of anti-Asian hate crimes. In a similar vein,
since Russia’s invasion of Ukraine in February
2022, hate messages directed at Ottawa’s Mos-
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cow Tea Room, vandalism targeting the Russian
community, and boycotts against Russian culture
show how even in liberal multicultural societies
an ethnic minority group can just as easily and
quickly be demonized in times of international
conflict, even though they have nothing to do with
the actions of their country of origin.

In this article, I enter the debate surrounding
multiculturalism and foreign policy by sharing
some preliminary research findings about Chinese
Canadians’ experiences on this subject. Despite
Canadian multiculturalism’s status as a pioneer of
state-sanctioned diversity policy in the West, the
image of it as a progressive beacon is now increas-
ingly questioned by some ethnic minorities.

For example, in early 2020, Chinese Canadians
were confronted with two impossible choices: to
wear a face mask in public spaces and thus risk
racist abuse, or to not wear a face mask and risk
contracting the novel coronavirus. Wearing face
masks is a common practice in East Asian coun-
tries for warding off viruses, mitigating allergies,
or merely for privacy. Furthermore, since the
outbreak in Wuhan, Chinese Canadians who had
immigrated from mainland China were acutely
aware of how infectious and deadly the virus was
from their families and friends in China, and how
important preventive measures were in control-
ling the spread of the virus. They tried to persuade
their neighbours and colleagues to use masks,
almost all of whom declined, sometimes rude-
ly; when they wore masks in public, many were
harassed. Some harassers misunderstood wear-
ing face masks as being sick and felt the wearers
should not have left home; some equated the prac-
tice toignorance, to being culturally un-Canadian,
or to a Chinese Communist conspiracy, in many
ways resembling xenophobic stigmatizing of Mus-
lim women wearing hijabs.

Equally seriously, racial profiling of the Chinese
diaspora as communist spies sabotaging national
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interests is happening with increasing frequency
in the media, governments, and other institutions.
This is especially the case for those with obvious
connections with China because of their immigra-
tion status, or because their political views may
not be ideologically anti-China. These character-
istics mark them for questioning, scrutinizing, fil-
tering and quiet silencing.

When Canadian Senator Yuen Pau Woo spoke on a
resolution in the Upper Chamber which aimed to
label human rights abuses in Xinjiang as a geno-
cide, prominent commentators and news reports
distorted his speech, singled out his immigrant
background and attacked him for “living in the
wrong country”. Many Chinese Canadians are
frustrated that they are routinely censored when
they write comments online to oppose the media’s
demonization of China. Chinese Canadians who
protest against anti-Chinese hostility have been
slandered as being masterminded by the Chinese
government and thus dismissed. When some Chi-
nese Canadians point out that the sharp rise in
anti-Chinese hate crime in Canada was because of
the US’s anti-China rhetoric and policy, they are
often ignored even by veteran anti-racist activists
and organizations, likely because they are sus-
pected of working for China and using anti-racism
to advance China’s agenda. At a recent online talk
about anti-Asian racism, which was organized by
the Asian Diasporas Research and Education pro-
ject at Carleton University, one Chinese Canadian
in the audience asked: “Aren’t my life experience
and my views informed by that experience part of
what makes me ‘diverse’? Isn’t that what multicul-
turalism is supposed to be about?”

Deficiencies in Canada’s Approach to
Ethnic Diversity

The problem of rising anti-Asian racism should
not be understood as a transient phenomenon.
Rather, the issue concerns deficiencies present
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within the government’s approach to racialized
minorities, including the policy of multicultural-
ism.

First, historically and even at present, racialized
minority groups are often conditionally incor-
porated in objectifying ways that maximize what
Canada needs from them but minimize what Can-
ada can do to protect them. Canadian immigration
policies since the 1960s have shifted their priority
from hard labour to skilled labour and later to in-
vestment. Similarly, Canada’s discourse of multi-
culturalism and diversity emphasizes the business
value of racial and ethnic minorities in the global
marketplace. As Abu-Laban and Gabriel contend,
the dominant conceptualization of diversity since
the 1990s considers diversity, and people to whom
this label is applied, as little more than “trade-en-
hancing commodities.”

Racialized minority groups are
often conditionally incorporated
in objectifying ways that
maximize what Canada needs
from them but minimize what
Canada can do to protect them.

The dehumanizing approach of valuing what is
wanted from ethnic minority people over their
lives is especially pronounced in times of inten-
sified xenophobia. For example, the recruitment
of international students has grown to be an im-
portant policy program for Canada. Universities
rely on Asian international students’ tuition fees
to mitigate cuts to public funding, but universities
and governments have done little to acknowledge
and support them during the surge of anti-Asian
racism, even in times of growing investment in
equity and inclusion initiatives. Another example
is approaches to immigration that have been driv-
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en by increasingly contentious politicization of in-
tellectual property issues and international com-
petition.

However, as great power competition intensifies,
immigrant STEM researchers, especially those
from China, have suddenly found themselves sus-
pected, blamed and punished for doing their work
under the US’ China Initiative and Canada’s sec-
urity risk assessment for research partnership. A
professor recently commented to me: “When the
relationship [between Canada and China] is good,
[our work] is described as research collaboration,
scholarly exchange; when the relationship is bad,
it is described as spying and theft. The same work
gets defined differently depending on the political
context.” Governments and universities have been
largely silent about the impact of this shift on re-
searchers with Chinese connections as a group.

Second, multiculturalism policy and foreign
policy share the problem of prejudices with regard
to ethnic minority groups. David Carment and
Yiagadeesen Samy have warned about the dan-
gerous game of “seductive and populist” diaspora
politics in foreign policy making. Part of the dan-
ger stems from ignorance about the extensive dif-
ferences even within an apparently singular eth-
nic group. At this point, at least most politicians,
commentators and policy researchers know that
there are different groups of Chinese Canadians
who (themselves or their ancestors) came from
pre-Communist China, Hong Kong, Taiwan,
mainland China, or Southeast Asian countries.
However, intersecting with this understanding
is a racist and ideologically anti-communist per-
spective which labels Chinese Canadians as either
Good Chinese (i.e., victims of the Chinese Com-
munist Party) or Bad Chinese (i.e., Communist
Party accomplices).

This binary conception of Chinese Canadians
is a key component of the structural, ideologic-
al framework through which the Chinese dias-
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pora is made sense of, evaluated, and reacted to
accordingly. If such Canadians do not behave in
ways that fit the image of victims of commun-
ism by taking an anti-China position—or better,
renounce any connection with China—they are
suspected of being its puppets and even accused
of being communist agents who collude with the
Chinese government and sabotage Western inter-
ests from within their adopted country. Mainland
Chinese immigrants are the primary target of the
negative profiling as communist, anti-democratic,
and thus suspicious until proven innocent. This
prejudice is even shared by some Chinese Can-
adians who were immigrants from pre-Commun-
ist China, Hong Kong and Taiwan, partly because
their cultural identities have been constructed in
opposition to the Communist regime and partly
because of the prejudice in those places against
mainlanders, who are traditionally thought of as
poor, stupid country bumpkins and/or warped by
the Communist government.

This binary conception of
Chinese Canadians is a key
component of the structural,
ideological framework through
which the Chinese diaspora is
made sense of, evaluated, and
reacted to accordingly.

The gross injustice is that most mainland Chinese
immigrants would not see themselves either as
victims or as helpers of the Communist govern-
ment, because they have nuanced and evolving
views about China and in many instances are
apolitical. Nonetheless, this racist prejudice is
pervasive and structures how Chinese Canadians
are seen and assessed in Canada and even in for-
eign policy making processes, which likely results
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in the disproportionate influence of those who are
considered as 'Good Chinese' and the marginaliz-
ation of 'Bad Chinese'

Third, most would argue that inter-ethnic under-
standing is helpful for making rational foreign
policy. Common sense would dictate that state
multiculturalism should result in better foreign
policy, given that a diversity of cultures stands to
enrich the country’s national discourse and inter-
national connections. Yet in reality, that is not ne-
cessarily the case. One insight from critical multi-
culturalism studies is that the presence of cultural
diversity does not guarantee inter-ethnic under-
standing.

Common sense would dictate
that state multiculturalism
should result in better foreign
policy, given that a diversity of
cultures stands to enrich the
country’s national discourse and
international connections. Yet in
reality, that is not necessarily the
case. One insight from critical
multiculturalism studies is that
the presence of cultural diversity
does not guarantee inter-ethnic
understanding.

To put it in starker terms, the presence of diverse
cultural practices does not mean that social div-
isions will not become hardened. This is because
of the often stereotypical conception of culture, as
well as the positioning of the white majority as the
generous granter of tolerance and respect. When it
comes to cultural heritage celebration encouraged
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in diverse communities, I have previously written
about how everyday practices of acknowledging
and celebrating cultural heritage tend to take the
form of consuming “cultural bites”, collecting and
displaying Chinese objects, and performing “Chi-
neseness” on specific occasions, while missing the
stories that Chinese Canadians could tell about
locality, migrancy, creativity, hybridity and sur-
vival.

Last autumn, a polite white old lady stopped by my
front garden to talk about my flowers. We intro-
duced ourselves. When I told her that I came from
China some twenty-six years ago, she responded
by saying that she loved Chinese food and green
tea. In fact, she had a flask of green tea in her
bag right then. She visited many places in China
on a couple of trips. She said how she loved Chi-
nese people and Chinese culture, and then shook
her head, “not so much the Chinese government
which is awful!” There was a moment of awkward-
ness because I felt she expected me to echo her
sentiment, but I didn’t join in the denunciation of
the Chinese government.

I have my criticisms of the Chinese government
and have occasionally written about them. How-
ever, in a time of war-mongering anti-China hys-
teria, it is important for Canadians to have a nu-
anced understanding of China. What crossed my
mind at the time is that the majority of the popu-
lation in China, a staggering 1.4 billion people, are
relatively content with the huge improvement in
their lives from a mere three decades ago.

In contrast to the century of humiliation under
Western semi-colonization, Japanese invasion,
civil wars and crushing poverty, they now have
abundant food, an extensive high-speed rail sys-
tem, and cheap and reliable communication tech-
nology. To them, the return of Hong Kong in 1997
to China was a decolonization moment and the
hosting of the Olympic Games a symbol of China’s
revitalization.
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This chance conversation was not an occasion for
a full, complex explanation. So I only said, “But
you know, people are generally much happier in
comparison to twenty, thirty years ago” and left it
there. It was a friendly, even warm social exchange.
However, I also feel unsettled, wondering how she
would interpret my refusal to echo the simple con-
demnation. Elsewhere, similar refusals by myself,
other Chinese Canadians, and even non-Chinese
Canadians have triggered accusations of being
communist spies. I relate this friendly exchange
because it exemplifies what is nice about Canada,
but also the terms of belonging set for ethnic min-
ority Canadians and the challenge of achieving
inter-ethnic understanding.

Conclusion

In this paper, I have identified a number of defi-
ciencies in Canada’s approach to diversity that
are especially closely connected to foreign policy
and have a bearing on ethnic minority groups’ ex-
periences in times of worsening international ten-
sions. These problems are even more important to
address in today’s multipolar world, given that the
pressures of great power rivalry are making the
task of intercultural understanding more difficult
due to pervasive (real and imagined) security con-

cerns over foreign influence.

How can Canada’s multiculturalism policy be
transformed so that it promotes genuine appre-
ciation for diversity, understanding, collabora-
tion, interdependence, and crucially, sociopolit-
ical stability in an era where great power rivalry
threatens to increase racism and xenophobia? To
begin with, for the policy of multiculturalism to
truly value cultural minority groups and to inform
foreign policy in helpful ways, we need to see that
they are more than the labour, research skills and
knowledge, social and financial capital, and trade
assets that Canada may covet. We should see their
humanity and care about their lives that are vul-
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nerable to racist hostility in times of international
confrontations.

Equally importantly, we should develop critical
understandings of how current state multicultur-
alism and foreign policy not only fail to eliminate
racism, but can also become conduits for dis-
courses of prejudice to be perpetuated. Thirdly,
in order for foreign policy to benefit more com-
pletely from our great span of ethnic diversity, we
ought to avoid the trap of turning inter-ethnic rec-
ognition into yet another occasion for affirming
our own virtues. We should practice an ethics of
recognition that does not assume that we already
know the Other, but rather which encourages us
to understand the Other on their terms.

This article was originally published online on June
30, 2022.
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