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The Outline

1. Chinese Grand Strategy — Is the economy part of the weaponry?

2. Chinese Strategic Culture — Offense or defense?

3. The weaponization of economics — direct or indirect approach, that is the question?
4. Authoritarian regimes vs. liberal democracies —who has the advantage?

5. Applying the indirect approach in economics — how would that look like?

6. Teaser: How could we be prepared to counter the indirect approach in economic coercion?
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Chinese Grand Strategy — The Hypotheses

It is the technique of national strategic management

Encompasses all elements of the comprehensive national strength

Core interests:
Maintain the system
State sovereignity and territorial integrity
Continued stable development of the economy and society

It serves both the national security and national development
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Chinese Strategic Culture — The Hypotheses

Deeply rooted in Confucianism (harmony over conflict)

Self perception vs. Realpolitik:
Defense will always be preferred over offense (Cult of Defense) vs. Offensive
Realism

Active Defense: Strong peaceful rhetoric/ ,Defensive Offensives*

,Three Warfares‘: Indirect Approach
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Intermediate Conclusion

Grand Strategy includes all elements of comprehensive national strength,
therefore the economiy is included

It determines both foreign and domestic agendas, as the core national
interests encompass international as well as national elements

Chinese Strategy and Strategic Culture (e.g. the ,Three Warfares‘) leads to
- Grey Zone Activities
- An Indirect Approach

G I DS GERMAN INSTITUTE
FOR DEFENCE AND
STRATEGIC STUDIES

gids-hamburg.de 5



The Indirect Approach — The Hypotheses

Opponents are being seen as an interconnected (eco)system that is to be
systemically destroyed

Aim is to weaken the cohesion of the system by
- Defeating critical capabilities
- Create opportunities for its own strengths

Core characteristics:
- Speed
- Agility
- Simultaneity

Should lead to:
- Disruption
- Disorder (physical, functional, temporal and moral)
- Paralysis
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Advantages in an indirect approach are on the authoritarian
regime’s side — The Hypotheses

Faster Decision-Making:
- Power is centralised
- No extensive debate, public consultation or legislative approval
- No check-and-balances procedures

Rapid implimentation:
- Lack of opposition and public protests
- No legal challenges
- Strong top-down-approach
- More uniform and consistent across regions and administrations
- More synchronised and coordinated actions

Better information dissemination:
- Direct control over (social)media
- No public protests nor public political opposition
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The toolbox in the weaponisation of economics
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The Conclusion

Chinais ready to use economic coercision as an active and preemptive
iInstrument already in grey zone activities

It relies on every instrument of the toolbox of both direct and indirect
approaches, but mainly the indirect ones

It is using the characteristics of an authoritarian regime with an economy
based on state-capitalism to target the ,,weak® points of the eco-system
(political, economical, societal) of liberal democracies

It is aiming for a ,zone of super-ordinate influence® in Asia and partial
hegemony in the developing world

It follows the idea of a ,community of common destiny‘ with an order that
reflects more the order at home instead of the rules-based order at is now
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The Way Ahead

In a geopolitical competition with China we must be able to counter
strategies based on the Indirect Approach

We have to accept that especially in economics we do have two
fundamentally different decision logics (profit, turnover, etc. vs. political)

We have to accept that countering an Indirect Approach with instruments of
the Direct Approach like sanctions, decoupling, etc. will only deteriorate the
fundamentals of our eco-system

Therefore, we must strengthen our eco-system to render attacks on our
,2weak* points with regards to speed, agility and simultaneity useless
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