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Foreword
Oxford Analytica is delighted to present this Briefing Book in support of
St Antony’s Looks at the World: Europe and the Changing World Order.
This selection of articles from the Oxford Analytica Daily Brief focuses on
the themes likely to be discussed over the weekend and showcases our
analysis of key geopolitical and security trends.
Oxford Analytica is an international consulting firm founded in 1975. It draws
on a global expert network, many of them scholars associated with
St Antony’s, to deliver authoritative, impartial and forward-looking analysis
to clients in government, corporations and international organisations each
business day of the year.

Paul Maidment
Managing Editor
Oxford Analytica

I hope you enjoy the discussions that lie ahead as well as the supportive
material provided here; the weekend promises to be an insightful
discussion on a pivotal issue we face today.

Yours sincerely,
Paul Maidment,
Managing Editor
Oxford Analytica
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May 16, 2017

Brussels may expand its role in foreign policy
The volatile international environment will provide an incentive for
EU member states to act together
KEY EVENTS
June 18
Second round of the French parliamentary elections

March 30
Scheduled departure of the United Kingdom from the EU

2018

September 24
German parliamentary
election

2019

October
Early 2018
Austrian parliamentary Italian parliamentary election
election
(by May 20)

June 6-9
European Parliament
election

UNITED STATES

RUSSIA

The EU is wary of US
President Donald Trump
and relations will probably
cool.

Russia’s actions in Syria,
suspicions it tried to influence
elections and the lack of progress
on the Minsk 2.0 peace process
will continue to sour relations.

$
$

KEY

$

Economic
Diplomatic
Security

NORTH AFRICA

TURKEY

CHINA

Keeping immigration
levels low is a priority for
the EU and it will seek to
replicate the EU-Turkey
deal elsewhere.

Concerns about increasing
authoritarianism have
stalled EU membership
talks and the migrant deal
is likely to collapse.

EU countries have been
keen to attract Chinese
investment despite unease
about losing control of key
technologies.

The EU has 139 bilateral, multilateral and regional delegations
decisions are made unanimously by the European Council,
though certain aspects can be modified by qualified majority
voting. This presents a dilemma for the EU’s foreign policy
chief, High Representative Federica Mogherini: she can only
speak on behalf of the EU if the foreign ministers of all 28
member states agree.
Nonetheless, and despite Brussels’ lack of any hard power, the
EU has enjoyed several successes, including the Iran nuclear
deal and improved EU defence cooperation.

_ The EU is likely to renew its sanctions against Russia
in July, despite some member states’ scepticism.
_ Both the EU and the United Kingdom are likely to
_ The French and German elections are unlikely to
result in substantial changes in the EU’s foreign
policy.
_
the Horn of Africa.

See also: Prospects for the EU in 2017 -- November 3, 2016
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European defence spending may increase modestly
Wednesday, March 1, 2017
US President Donald Trump insists that European NATO allies must pay their fair share
US President Donald Trump yesterday in a speech to Congress reiterated demands that European
NATO allies must fulfil their financial commitments and increase defence spending. Along with
previous remarks about NATO’s obsolescence, this has put a sharp focus on the disparities in both
spending and military capabilities between the United States and Europe.

A German army soldier walks past Marder infantry
fighting vehicles at the railway station in Sestokai,
Lithuania (Reuters/Ints Kalnins)

What next
The range of responses by European defence ministries to Washington’s calls will likely include a
combination of modest spending increases, showcasing non-defence spending as supporting
national security (such as foreign aid in failed states) and pooling initiatives that could increase
defence capabilities without additional spending. The NATO summit in Brussels in May, which Trump
is expected to attend, will likely focus on establishing milestones for spending increases in the coming
years, as well as on NATO reform to shift the focus of the alliance more towards counterterrorism.

Subsidiary Impacts
◦ The expected modest increases in defence spending will likely be invested primarily in boosted
readiness and equipment buys.
◦ European countries will increase their focus on developing the EU’s defence identity to strengthen
their capacity to operate independently.
◦ It is unclear whether the modest increases will satisfy Trump or defence spending will continue to
be a source of friction.

Analysis
US calls for increased European defence spending are not new.
Then-Secretary of Defense Robert Gates made low spending the centrepiece of his public farewell
speech to European allies at the close of his tenure in 2011. A succession of US administrations has
been frustrated by what is sometimes seen in Washington as European free-riding on US military
might.
The political commitment within NATO to spend 2% of national GDP on defence is not the first time the
alliance has imposed such a discipline on its members. There were similar commitments during the
Cold War which, during various periods, called for defence spending to reach 3-4% of GDP.
The calls from the Trump administration for increased European defence spending are different in
both tenor and political context. Trump won the presidency on the back of a campaign that focused on
reducing US commitments around the world, along with a recurring theme of foreign nations (whether
friend or foe) taking advantage of either US largesse or weakness.

Defence spending dynamics
Only four European nations currently fulfil the pledge of 2% of GDP for defence: the United Kingdom,
Poland, Estonia and Greece. Seven other nations have, according to US European Command,
"credible plans in place" to reach their prescribed level of defence spending in the coming years; these
include the other Baltic states of Latvia and Lithuania, and Romania.
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Number of European countries fulfilling their 2% spending
commitment
However, all of the countries rapidly approaching the NATO spending commitment are small and they
will produce only marginally more resources for defence.
The countries where increased defence spending would make a substantial difference in terms of
availability of resources are Germany, France, Italy and Spain. France is already close to the prescribed
level of spending, at 1.8%, while Germany lags at 1.2%. Italy finds itself at 1.0% of GDP and Spain
spends just below that value:

Germany
Germany increased its defence spending by close to 7% in 2016 and both Chancellor Angela Merkel
and Defence Minister Ursula von der Leyen have pledged further increases in the coming years (see
GERMANY: Greater EU defence cooperation is likely - August 26, 2016).
However, it is doubtful that spending will reach 2% of GDP in the near future, as this would constitute a
nearly 60% increase, which would be politically difficult to implement. Moreover, there is a widespread
belief among German policy elites that a significantly stronger military could intimidate and concern
other European nations with a history of German occupation during the Second World War.
Even modest defence spending increases could be at risk if the Social Democratic Party (SPD), the
junior partner in Merkel's coalition government, wins the elections in September. Responding to
demands for greater spending, Foreign Minister Sigmar Gabriel, who was SPD leader until recently,
has called for a wider definition of security that takes into account not only defence spending as such,
but also foreign aid and resources dedicated to the fight against poverty and climate change.

France
France has also hinted at increased defence spending and the 2% target is in relatively easy reach.
However, economic growth has been fragile for several years, which has put pressure on the public
finances and limits the scope for spending increases in the short term (see FRANCE: Economy will fail
to accelerate in 2017 - January 4, 2017).
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Italy and Spain
Italy and Spain have made no new commitments to increasing defence spending and both countries
would have to double their spending in order to reach the prescribed target.
Public support for such an increase is soft. Another constraint is the EU's Stability and Growth Pact,
which commits EU member states to not run budget deficits of more than 3% of GDP per year (see
ITALY: Budget conflicts may not abate - February 28, 2017). This makes substantial defence budget
increases nearly impossible, given Spain and Italy's continued sluggish economic growth and high
debt burdens.

Split threat perceptions
Different threat perceptions across Europe complicate the issue.

Threat perceptions differ across Europe

While in Eastern Europe the threat from an assertive Russia dominates, Europe's south faces
challenges related to terrorism, migration and an unstable Middle East.
The threat from Russia can easily be fitted into NATO's existing structures and mission sets, and can,
to a large degree, be responded to with military means (see RUSSIA/NATO: Russia's maritime posture
challenges NATO - May 18, 2016).
However, the southern challenges have proven more difficult for NATO to respond to and the alliance's
role in counterterrorism is a supporting rather than a leading one.
European nations are contributing to the US-led counter-Islamic State (IS) campaign in Syria and Iraq,
but it is occurring outside the NATO structure -- an approach to some degree driven by the US
command structure in the Middle East (US Central Command), which is hesitant to bring NATO into its
activities.
Moreover, unlike the United States, most European countries consider counterterrorism to be primarily
a law-enforcement and intelligence activity, rather than a military one.
Several countries including Italy and France have increased their spending on counterterrorism and
domestic security in recent years, but this is considered non-military spending and not part of the
defence budget. This dynamic is unlikely to change in the coming years.

The way ahead for Europe in NATO
NATO is likely to take on a larger role in counterterrorism in the coming years, driven both by Trump's
comments about the alliance's relevance and the interests of NATO's southern members.
Nonetheless, NATO remains unlikely to assume a leading role on transatlantic counterterrorism,
focusing instead on supporting activities such as capacity building, training missions and providing
critical military enablers such as intelligence and reconnaissance as well as command and control.
While this approach will better align with the interests of some countries, it means that the inherent
tension between NATO's eastern and southern members will remain.
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Western Europe might embrace wider security concept
Terrorism and climate change appear to be more pressing concerns for many
citizens than military threats
Public attitudes on defence
spending, 2016 (%)
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Governments may try to use foreign aid more
strategically, for example to reduce drivers of migration.
Spending on cybersecurity will increase and publicprivate partnerships could become increasingly
important.

_ Increasing spending on military equipment could

Instead, governments may highlight the role of non-military
spending such as foreign aid and spending on integration
development times.
measures and deradicalisation programmes in improving
security outcomes. This may contribute to the development _ European defence cooperation and moves towards an
of a broader, more inclusive definition of security.

See also: European defence spending may increase modestly -- March 1, 2017
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Moscow will test German pragmatism
Wednesday, April 26, 2017
German foreign policy towards Russia has cooled, but long-standing economic ties
favour a pragmatic approach
The contrast between the commercial imperative of stability and the current levels of political volatility
and unpredictability is clear in the tensions associated with relations between Germany and Russia.
The interdependence of the two economies has led to a pragmatic and pacific approach on the part of
successive German administrations.

Putin (R) approaches to shake hands with Merkel
during a meeting at the Kremlin in Moscow
(Reuters/Sergei Karpukhin)

What next
The increased assertiveness of Russian foreign policy and the tensions within NATO deriving from
Turkish authoritarianism and Donald Trump’s election as US president will test German pragmatism
in the months ahead. Germany's centrality in the international trading system could position it as a
lightning rod for reducing, if not eliminating, global volatilities through its bilateral trading relations, its
influence on EU trade policy and its position of strength as a major economy with a large trade and
payments surplus.

Subsidiary Impacts
◦ Despite scepticism in some countries, the EU is likely to renew sanctions against Russia in July.
◦ Any Russian attempts to influence the general election in September through 'fake news' or
cyberattacks would increase tensions.
◦ A left-wing coalition involving the SPD, the Left Party and the Greens after the next election would
soften Germany’s stance towards Russia.

Analysis
The Federal Republic of Germany's adoption of a distinctive policy of commercial and diplomatic
detente vis-a-vis the then-Soviet Union in the late 1960s shaped both the trajectory of Germany's
subsequent international economic policies and the EU's post-Cold War economic diplomacy.
The move towards a model of trade intensification and rapprochement was informed by Germany's
geopolitical location as a front-line state between East and West and its successful strategy of exportled growth, rooted in high productivity and low inflation (see GERMANY: Economic recovery may remain
anaemic - January 13, 2017).
As a consequence of this policy -- which attracted some suspicion from the country's West European
partners and the United States -- Germany's share of trade with Eastern Europe grew to dwarf that of
less active European states. This provided, both in scale and trade infrastructure, a favourable
foundation for further trade and investment ventures with Central-Eastern Europe after 1990.
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Energy ties
Germany's relationship with Russia has been dominated by a series of collaborative energy projects,
involving German pipeline technology and Russian natural gas and oil corporations. The
complementarity of German energy poverty and Russian energy wealth has become a core pillar of the
political economy of wider Europe (see GERMANY: Economy's Russian over-exposure will not end March 14, 2014).
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However, the collapse in oil and gas prices in 2008 and 2014 exposed Russia's over-reliance on raw
materials as its primary vehicle of growth (and economic leverage) and its failure to diversify the
economy's sectoral structures as an essential basis for modernisation and economic development.
The scale of Russia's trade slump during 2013-16 dwarfed the global contraction of trade in 2008-10.
Total exports contracted in value to 54% of 2013 levels, with oil and gas dropping to just 37% of the
2012 price.
The share of oil and gas exports by value in total Russian goods exports fell from 70% (372 billion
dollars) in 2013 to 47% (134 billion dollars) in 2016.

Erosion of German-Russian trade
German-Russian trade has more than halved in value terms since 2012. By the end of 2015, German
exports had fallen by 39% to just 24.2 billion dollars and imports by 59% to 21.1 billion dollars.
In 2016, Russia accounted for just 1.8% of German exports and 2.7% of German imports; it therefore
does not figure among Germany's main trading partners. By contrast, for Russia, Germany is the thirdlargest export market after the Netherlands and China, with 7.4% of total Russian exports. Germany is
the second-largest source of Russian imports with 11.2% of imported goods after China.

Russian imports were hit by two years of recession and the
devaluation of the ruble

Russian imports were hit not only by low energy prices, but also by two years of recession in 2015-16,
a significant decline in domestic demand, the devaluation of the ruble (despite the Central Bank's
deployment of some 140 billion dollars in currency reserves to defend its value) and a related slump in
state revenues, over half of which are derived from taxes and export duties on oil and gas.
Nonetheless, while there has been some erosion of German trading and investment interest since
2013 as a result of both suspicions of corruption and signs of protectionism in Russia, German
enterprises remain engaged in the economy. The German Committee on Eastern European Economic
Relations estimates that there are still 5,300 German companies in Russia waiting for the expected
upturn in the latter's economic fortunes (see RUSSIA: Recovery has uneven effects - February 6, 2017).
This is reflected in the recovery of German direct investment into Russia in 2015, totalling 1.78 billion
euros (1.94 billion dollars), rising again in 2016 to 1.95 billion euros, as well as Berlin's commitment
to the Nord Stream 2 undersea pipeline, which is due for completion in 2019 (see EUROPE/RUSSIA:
Nord Stream 2 faces uncertain future - January 27, 2017).

Impact of sanctions
The effect of economic sanctions on German trade with Russia is a subject of some dispute, with
estimated annual losses for German exporters of around 4.4 billion euros. They are a clear obstacle to
future trade expansion, even if they have simply compounded the primary impact on trade of negative
market conditions.

€4.4bn
Estimated annual losses for German exporters due to sanctions
against Russia
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German Chancellor Angela Merkel has shown little appetite for increasing the level of sanctions, in part
because they have proven ineffective in tempering Russia's power politics -- indeed, they arguably may
have increased domestic support for President Vladimir Putin's foreign policies.
Russia's retaliatory measures against agricultural imports have hit German exporters. Moreover,
Merkel's junior coalition partner, the Social Democratic Party (SPD), has signalled a desire to loosen
sanctions as a means of resolving the Ukrainian crisis.
Germany's dilemma will not be resolved before the September election at the earliest, but German and
European doubts about the principle and the targeting of sanctions appear to be growing.

Outlook
The recent improvement in both fossil fuel prices and the value of the ruble augur well for a partial
recovery of the Russian economy, even if medium-term forecasts of demand for and supply of fossil
fuels are uncertain (see PROSPECTS 2017: Fossil fuels - December 1, 2016).
These economic uncertainties are reinforced by concerns relating to Russia's role in Ukraine and
Syria, and tensions around the Baltic states and NATO.
However, the rejection by five G7 members, including Germany, of UK and US demands for intensified
sanctions against Russia in the wake of an alleged chemical attacks in Syria indicate Merkel's desire
to pursue a differentiated policy of economic diplomacy as a vehicle for improved relations. Such a
policy would be driven by the long-term interests of exporters, investors and consumers on both sides
of the divide, as well as a preference for peaceful coexistence, rather than short-term reactions to
specific events.
The central significance of German exports of investment goods and motor vehicles, and the large
potential markets for such goods in Eastern Europe make the peaceful resolution of regional tensions
a precondition for future German prosperity.
With the abdication of the United Kingdom from the framework of EU economic diplomacy, Germany's
role as the strongest industrial and trading economy within the EU will become even more critical to
the resolution of conflicts (see GERMANY: EU leadership role will become more difficult - August 16,
2016).
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Greek OBOR role could spark wider Chinese investment
Wednesday, May 31, 2017
Chinese strategic investments into Greece fit well within the One Belt One Road initiative
Chinese capital could help generate the domestic investment and employment necessary for Greece’s
long-awaited economic growth revival. Stable investment focused on such sectors as infrastructure,
energy and telecommunications, applied consistently along the new ‘Silk Road’, could isolate Chinese
investment in Greece from short-term political disturbance. Moreover, re-establishing a good track
record for investment projects could bring Greece back onto the radar of European investors, who have
lately shown only limited interest.

Shipping containers stacked at the commercial
terminal of the port of Thessaloniki
(Reuters/Alexandros Avramidis)

What next
Sluggish global and European economic growth coupled with high EU entry barriers, bureaucracy and
changing political agenda will contain Chinese investment in the short run. A relatively steady flow of
deals is expected for the next 3-5 years. In addition to large infrastructure and logistics projects, private
deals in energy, real estate and tourism are likely.

Subsidiary Impacts
◦ Chinese investment in Greece will allow further expansion into the Balkans capitalising on location
and Greek regional business experience.
◦ Chinese involvement may improve Greece’s position in global logistics routes and global supply
chains, such as ship repair in Piraeus.
◦ Stronger cultural ties are being established, including twin-city cooperation and cultural exchanges.

Analysis
Expansion of economic ties between Greece and China has been on the political agenda for the last
ten years. Yet the potential for cooperation became evident only after the introduction of the One Belt
One Road (OBOR) initiative in 2013 (see CHINA: Belt and Road paves way for new global role - May 18,
2017).

Greek crisis and FDI
Over the last two years, economic uncertainty has discouraged the flow of European foreign direct
investment (FDI) into Greece, but historically low asset prices and a privatisation campaign has
attracted interest from Chinese investors. At present, both government and opposition agree on the
importance and desirability of Chinese investment; public resentment has mostly subsided.
Net FDI from China in 2016 reached 341 million euros (381 million dollars), according to the Bank of
Greece (BoG), accounting for 12% of the annual total and placing China second only to the United
Kingdom.
The American Enterprise Institute and the Heritage Foundation estimate that about 1.9 billion dollars'
worth of FDI deals were signed between China and Greece in 2009-16. Total realised investment for
the same period reached just 578 million euros, according to the BoG. That figure does not include
investments by Chinese companies or investment vehicles in such jurisdictions as Luxembourg,
Switzerland, the Netherlands and elsewhere.
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Investment in Piraeus port
Chinese shipping firm COSCO's investment in Piraeus is the largest to date. It is estimated to be worth
1.5 billion euros, including buying a majority stake in Piraeus Port Authority (PPA), further investment
under the sale agreement and expected public revenues in the form of dividends and concessions
(see PROSPECTS 2017: One Belt, One Road - November 28, 2016).
The port was the eleventh-largest in the Mediterranean in 2006 and is now the third-largest. From
2018, it is to rank second. Backed by Chinese capital, PPA intends to engage in shipbuilding, increase
its ship repairing, increase cruise ship arrivals and build a new car terminal and logistics centre.
For China, the port is an important hub in the China-Europe land-sea express route. To promote their
exports, Chinese investors are also set on expanding inter-modal connectivity along the route and are
interested in purchasing other ports or airports, or investing in rail transport.

Piraeus serves as an important hub along the new Silk Road

In the future, it is hoped that Piraeus will be connected to the heart of Europe by a high-speed AthensBudapest rail line. For Greece, development is boosting the Piraeus maritime cluster and adding to the
country's global connectivity.

Energy cooperation
In December 2016, China's State Grid company acquired a 24% stake in Greek power transmission
operator ADMIE for 320 million euros. As a strategic investor, State Grid plans to invest in the
renewable energy sector and develop electricity connections between the islands and the mainland. A
large interconnector project is being discussed to connect by underwater cable the electricity grids of
Crete, Cyprus and Israel.
The China Machinery and Engineering Company is already operating a lignite-burning powergenerating unit through a joint venture with Greece's Public Power Corporation. Given the necessary
approvals, a second unit is to be built with total capacity of 450 megawatts.
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Energy sector cooperation is promoting green energy and regional
interconnectors

At the Beijing Belt and Road Forum on May 14-15, Greece's Copelouzos Group and China's Shenhua
Group signed a 3.38-billion-euro agreement to invest in green energy projects and upgrade powergenerating units in Greece and abroad.

Fibre-optic connectivity
Greece's Forthnet signed in May a 500-million-euro agreement with China's ZTE, Shanghai Gongbao
Business Consulting and KaiXinRong Group to develop a modern communications network, based on
fibre-optic technology. The project is expected to deliver gigabit-speed connection to Greece.
The investment will be spread over seven years, the bulk of it delivered during the first three. Improving
Greek internal and external connectivity, the deal is for Chinese investors an opportunity to invest in a
technology-based high-value-added global supply chain, in line with the Chinese government's
economic development objectives.

China is interested in creating high-value-added global supply chains

Ripple effects
The success or failure of large Chinese investment projects establishes a benchmark for other
investors. Delays in the Hellinikon luxury coastal resort project, in which Fosun International is
participating, create a poor impression.
Large infrastructure-related projects boost related industries, such as construction, banking, tourism
and shipping management. The Industrial and Commercial Bank of China and China Development
Bank are reportedly interested in entering the Greek banking sector. Their interest ranges from
financial facilitation for Chinese companies working in Greece, to engaging in corporate and consumer
finance and insurance.

Trading relations
Improved investment relations will strengthen the Greek government's negotiating position as it tries to
penetrate the Chinese market more deeply, starting from exports of agricultural products. After years of
delays and bureaucracy, Chinese food inspectors are to visit Greece this year to facilitate increased
exports of kiwi fruit, cherries, processed pork and so on. The Greek embassy in Beijing has detected
Chinese demand for pharmaceutical, chemical and construction products, machinery, food and
clothes.
For its part, China is interested in promoting exports to Greece, the Balkans and the EU, mainly of highvalue-added technology-based products. An honorary guest at this year's Thessaloniki International
Fair in September, China has been offered three times the exhibition space of former honorary guests.
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Expanding Chinese tourism
A new direct flight from Beijing to Athens is to start in September. It may be followed by a second
Shanghai-Athens route operated by China Eastern Airlines. In the medium term, the number of
Chinese tourists visiting Greece is estimated to grow from the current 150,000 to 1.5 million. Thomas
Cook and Club Med are to develop special Greek packages for Chinese tourists.
As they get to know Greece better, Chinese citizens may join Greece's 'golden visa' programme
offering renewable five-year residency permits in exchange for real estate investment of at least
250,000 euros. The Chinese already account for more than 40% of the programme's take-up.
Expanding it into equivalent purchases of securities will both enhance Greek companies' access to
funding and introduce Greek corporates to Chinese individual investors, who are active participants on
Chinese stock exchanges.
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Belt and Road paves way for China’s new global role
The One Belt One Road (OBOR) summit in Beijing this month has focused
the world’s attention on China’s ‘grand strategy’

NORTH AMERICA
Lukewarm commercial
interest. Some sense of
political threat.

EUROPE
Strong interest from
Eastern European
governments. No sense of
political threat.

CENTRAL ASIA
OBOR helps connect
isolated states. Beijing can
deliver projects no other
country can.

RUSSIA
Reluctantly accepts
Chinese economic
presence in Central Asia,
hoping to retain political
dominance.

JAPAN
Faces greater competition
for construction contracts
but will benefit from
completed transportation
facilities.

Russia 8.4
Pakistan 26.1

Egypt 10.8
Bangladesh 13.5

Total value of
Chinese construction
investment, 2013-16
(billion dollars)
26.1
(Pakistan)

Laos 8.2
Indonesia 9.6
Nigeria 21.5
Ethiopia 11.0

0.1
(Cuba)
No data

LATIN AMERICA, NORTH
AND WEST AFRICA
Not actively sought for
inclusion in OBOR, but not
excluded from Chinese
investment.

Malaysia 12.6
Argentina 9.5

MIDDLE EAST
Sees China as a pragmatic
partner with no political
agenda.

PAKISTAN
CPEC strengthens ‘special
relationship’. Concerns
over physical security of
projects.

Countries that are not part of OBOR do not separate neatly into
winners and losers -- many will be both. For instance, trade-related
infrastructure may benefit nations that are not themselves part of
OBOR. Not being part of OBOR will not mean a country gets less
Chinese investment.
The majority of Chinese investment is likely to be in sectors and
countries that are not part of OBOR, nor will overall Chinese investment
be concentrated in the OBOR countries. However, the boundaries
of OBOR are ill-defined and flexible, and will expand to encompass
planned or current projects that were not originally part of it.

INDIA
Fears Chinese
encroachment. Still wants
deeper economic relations
with China.

Needs infrastructure
investment. Some projects
face localised backlash.
in maritime disputes.

_ OBOR may reshape world politics as much by
how countries perceive and react to it as by
what it actually does.
_
_ References to ‘grand strategy’ overlook the
organic nature of OBOR, which is continually
shaped from below as well as above.

See also: Prospects for One Belt, One Road in 2017 -- November 28, 2016
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Trump's Paris moves reflect policy disruption risks
Friday, June 2, 2017
The White House has followed through on its pledge to "exit" the landmark climate
accord in defiance of its critics
President Donald Trump announced yesterday in Washington that the United States will withdraw from
the 2015 Paris Agreement to head off "future intrusions" on the country's sovereignty and limit US
exposure to "massive legal liability". The Trump administration's repudiation of the pact's 'no
backsliding' framework for global climate governance has been met with near-universal condemnation
from other world leaders. The United States is the planet's second-largest emitter of greenhouse
gases and the previous administration promised to transfer funding and clean energy technology as
part of Washington's contribution to climate-vulnerable countries.

President Donald Trump announces his decision
that the United States will withdraw from the Paris
climate pact (REUTERS/Joshua Roberts)

What next
US withdrawal will prove primarily an act of political theatre with symbolic impact on the global climate
regime, as the technical exit process will not occur for some time and all US commitments were
voluntary and slated for reversal prior to the decision. Most US corporations and many economically
significant sub-national jurisdictions will continue to promote green technology and the shift to natural
gas and renewable energy, as the White House cannot promise anything beyond a temporary
abatement of regulatory tightening that is widely accepted to be forthcoming once the adverse impact of
climate change is felt.

Subsidiary Impacts
◦ A tightening US labour market will provide statistical cover for the Trump administration's job
creation claims for now.
◦ Alignment of the loose Paris vision with more pressing national energy and anti-pollution goals will
keep developing countries on-side.
◦ EU countries, particularly Germany, are likelier candidates for taking over the US role as provider of
funding and technology than China.

Analysis
The White House advanced several claims about the financial and regulatory burdens the Paris
Agreement would have on the United States, arguing that it:
• undermined US firms' competitiveness, citing the work of a pro-deregulation consultancy;
• diverted taxpayer dollars to a "UN climate slush fund" -- the Green Climate Fund -- from
domestic spending priorities (see INTERNATIONAL: New GCF strategy to unlock frozen funds April 7, 2016); and
• was badly negotiated by the administration of former President Barack Obama (see UNITED
STATES: Trump will take unilateral action - December 29, 2016).
This marked a revival of core themes from Trump's presidential campaign -- the negative agenda of
rolling back policy accomplishments by his predecessor, deregulation of the US energy industry, a zero
-sum view of multilateral international agreements and climate change denialism (see INT/US: Trump
backsliding will loom over Bonn talks - May 5, 2017).
The administration also claimed that the national contributions countries have pledged would only
slow the global temperature rise by 0.2 degrees centigrade, misrepresenting the findings a 2016 study
conducted by scientists at the Massachusetts Institute of Technology.
The study's authors claim that the White House was citing an older study published in 2014, well
before most countries formulated their Paris pledges ahead of the COP21 conference.
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2.7-3.6 degrees

Global warming by 2100 with current Paris contributions, prior to US
backsliding
The research projected that the national commitments made under the Paris Agreement would hold
warming down to 2.7-3.6 degrees centigrade above pre-industrial levels 2100, compared to 3.3-4.7
degrees in the baseline scenario without international coordination on climate issues.

International impact
The COP21 negotiations that produced the Paris Agreement focused on achieving an international
consensus on basic principles that sank the 2009 Copenhagen talks and delayed the thornier issues
of technical implementation for future discussions (see INTERNATIONAL: Paris agreement
backsliding is likely - December 15, 2015).
Most of the substance of US backsliding under the Trump administration was already underway prior
to the announcement, with the White House joining with a Republican Congress and conservative
state governments in efforts to defang federal environmental regulators, abandon Obama-era
measures aimed at emissions reduction and block US contributions to the Green Climate Fund (see
UNITED STATES: Markets will trump energy policy - November 15, 2016) and (see UNITED STATES:
Courts will slow energy deregulation - May 10, 2017).

Trump's high-profile announcement repackages old policy shifts
already underway and facing obstacles

The main political achievement of the Paris Agreement was its comprehensive membership, not the
scale of discrete national commitments or the degree to which this process is institutionalised at the
international level (see PROSPECTS 2017: Climate governance - November 18, 2016).
US withdrawal from the Paris Agreement now, after its entry into force last year, probably does not have
the same impact on the international politics of climate change that a failure to achieve a basic
consensus because of Washington at the negotiation stage would have had in 2015.
Rather than mirror Washington's exit -- which will not take formal effect until November 2020 under the
terms of the agreement -- policymakers voicing opposition to the climate accord in other countries,
such as Australia, Canada and the United Kingdom, will simply argue in favour of a gradualist
approach to their governments taking national-level policy shifts, regulation and emission reductions
while holding the overall framework intact.

White House dynamics
The Trump presidency appears in its early months to have taken a personalistic and uncoordinated
approach to policymaking, detached from the input and expertise from other branches of government
or the federal bureaucracy.
Policy outcomes seem driven by contending groups of conservative advisers with individual agendas
within the White House, who have different ideological and professional backgrounds, seeking
presidential support, which often proves temporary and erratic issue-to-issue (see UNITED STATES:
Pence will seek to shape policy agenda - January 24, 2017).
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As president, Trump has reportedly not engaged personally in detailed policy debates or political
coalition-building and this has hindered his ability to push priorities through the US policymaking
apparatus in the face of opposition from the bureaucracy, the courts and Congress (see UNITED
STATES: AHCA debacle will hinder Trump’s plans - March 27, 2017) and (see UNITED STATES: Trump
will deprioritise banking reform - May 15, 2017).
Those favouring continued US participation, such as Secretary of State Rex Tillerson, National
Economic Council Director Gary Cohn and presidential family members advising Trump, had other
policy priorities that the Paris Agreement could facilitate in a smaller way, such as creating a businessfriendly regulatory and tax environment or not antagonising foreign governments with a belligerent tone.
This reflected the views of large US corporations, including the non-coal energy sector, which
considered the Paris Agreement a stable and non-disruptive framework for gradual shifts in climate
policy as the effects of global warming become more apparent.

Factionalism will continue to drive erratic policymaking in Trump's
White House

The main officials pushing for a high-profile withdrawal -- albeit for different reasons -- were reportedly
EPA Administrator Scott Pruitt, a former anti-regulation attorney general from oil-producing Oklahoma,
and senior presidential adviser Steve Bannon, who has pushed Trump to withdraw from international
institutions considered to infringe on US sovereignty.
The more moderate corporate grouping has dominated White House positions on trade, tax and fiscal
policy in recent months over the objections of the more radical nationalist wing, which has also been
foiled on national security matters by advisers promoting more orthodox foreign policy, such as
National Security Advisor HR McMaster and Secretary of Defense James Mattis (see UNITED STATES:
Trump will undercut McMaster at NSC - February 22, 2017).
The Paris decision may reflect the president's desire to reassert his personal authority and return to
the free-wheeling style of campaigning after devolving many substantive policy decisions to his
subordinates and backtracking on unrealistic campaign promises.

Political considerations
This elite-centric level for analysing the Paris withdrawal decision is the most appropriate, compared to
examining the influence of public opinion, civil society or the international political context, as the views
of the US electorate on energy and environmental regulation are highly polarised along partisan lines
and diverge sharply on specific policy measures.
A May 2017 Pew Research Center study (pdf) found that a majority of respondents (53%) considered
using government policy to protect the environment from the negative effects of energy development to
be a "top priority".
However, this figure dropped to 32% among Republican respondents, with the issues of reducing
dependence on imported energy sources and job creation ranking higher as policy priorities, meaning
that Trump is playing to his core supporters by antagonising core opponents in a high-profile
announcement, rather than new policy accomplishments (see UNITED STATES: Coal symbolism will
shape energy policy - November 22, 2016).
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China influence on global cyber governance will grow
Thursday, May 18, 2017
China’s new internet strategy indicates growing confidence and maturity about its role in
cyberspace
Beijing published in March a new cyberspace strategy, outlining its positions and objectives in
international cooperation and global cyber governance. This document forms the blueprint for China’s
engagement with the outside world and creates challenges for Western diplomatic engagement.

World Internet Conference in Wuzhen, November
2016 (Reuters/Aly Song)

What next
Beijing is becoming more aware of its clout in cyberspace, and is preparing to demonstrate this
leadership. Meanwhile, the new internet landscape in the West of fake news, foreign disinformation
campaigns during election periods and cyber threats such as malware may open the way for greater
convergence on internet policies between the West and China.

Subsidiary Impacts
◦ China will build diplomatic clout by expanding its technological capabilities.
◦ China's growing number of tech experts and policy professionals capable of positive international
interactions will be a key asset.
◦ Beijing will focus on civil-military integration in cyber policy.

Analysis
The International Strategy of Cooperation on Cyberspace contains few novelties in terms of strategy. It
echoes the dominant line made in successive speeches by President Xi Jinping and earlier policy
documents: China seeks to establish state sovereignty as the dominant norm in cyber governance
(see CHINA: Wuzhen Conference signals internet policy shift - December 19, 2016). Specifically, it
aims to ensure that national governments will set the pace instead of the non-governmental
organisations, civil society and commercial players that are central in the multistakeholder approach
favoured in the Western world (see INTERNATIONAL: Consensus masks splits on internet body November 13, 2014).
China opposes what it views as US hegemony in cyberspace, and calls for a more equitable
distribution of power in the global governance arena. Yet at the same time, it emphasises that this is a
strategy of cooperation, not antagonism in cyberspace, as it calls for the creation of "a community of
common destiny in cyberspace".

Clearer strategy
What is new in the strategy is the clarity with which China describes its objectives and next steps.
The document outlines through which regional and multilateral organisations China will pursue
particular outcomes. For instance, Beijing will support security cooperation at the Conference on
Interaction and Confidence Building Measures in Asia (CICA), the Forum on China-Africa Cooperation
(FOCAC), the China-Arab States Cooperation Forum, the Forum of China and the Community of Latin
American and Caribbean States (CELAC) and the Asian-African Legal Consultative Organization.

© Oxford Analytica 2017. All rights reserved
No duplication or transmission is permitted without the written consent of Oxford Analytica
Contact us: T +44 1865 261600 (North America 1 800 965 7666) or oxan.to/contact

21

Oxford Analytica Daily Brief

®

Europe and the Changing World Order

With the APEC and the G20, China wishes to further the development of the digital economy. It even
evinces (grudging) support for the Internet Governance Forum and ICANN (see INTERNATIONAL:
ICANN transition hangs on US Congress - March 21, 2016).
The document also commits to the continuation of the Wuzhen Summit, China's flagship governmental
conference on cyber governance.
Other goals include cooperation on internet governance and cybersecurity, regional expansion of
Chinese internet businesses and building up a basis of international support for a Chinese (anti-US)
position (see CHINA: Rival camps will emerge on internet governance - March 2, 2016 and see
INTERNATIONAL: ICANN transition hangs on US Congress - March 21, 2016).

Shifting landscape
This level of detail also indicates a growing awareness in Beijing of an important shift in Chinese cyber
diplomacy. Hitherto, much of China's rhetoric was developed in a context where China had little
external influence and did not expect to have to follow up on any commitments.
However, profound political changes in 2016, such as the election of Donald Trump to the US
presidency and the prominence of fake news and online disinformation campaigns, have changed the
global landscape in which China operates. Suddenly, the new US administration uses similar
language on cyber sovereignty, while concerns about information warfare and fake news are leading to
debates about content control in Western governments (see INTERNATIONAL: 'Fake news' fight
focuses on internet - March 22, 2017).
Perhaps most importantly, China's own position in the cyber governance arena has changed. Beijing
has successfully built up domestic innovation capabilities, fostered a growing internal market and
encouraged national champions in software, all of which have led to China gaining international
market share. These successes mean that Chinese capability to influence events on the ground has
grown as well (see CHINA: Cyber strategy will have global impact - August 19, 2016).

China is becoming an indispensible actor in internet governance

From the outside, these changed global circumstances look rather different. It seems that, at the
international level, the free internet agenda has faded rapidly into the background.
Under this agenda, it was comparatively easy for Western governments and activists to dismiss China
as nothing more than an adversary to the free and open exchange of information, and limit
engagement. The question now is whether that limitation is still desirable, or even feasible.

Western policymakers will need to decide whether to involve China
more in internet governance

Involving China
Cyberspace faces a number of security crises, including the technical security of Internet of Things
(see INTERNATIONAL: Ransomware could target IoT next - April 25, 2016), and new forms of
information-based conflict, surveillance and electoral intervetion (see RUSSIA/EUROPE: Moscow will
exert multiple pressures - December 8, 2016).
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Some of these crises cannot be addressed without involving China, while in others China may play an
important stabilising role. For instance, given China's overwhelming preponderance in global
manufacturing, securing the Internet of Things is impossible without its participation. It may also come
to play a mediating role between Russia and the United States.
Besides, non-engagement will not derail China's bid to become an information technology
superpower, but will likely engender ill will in Beijing and sideline those voices within the Chinese
bureaucracy whose interests are more closely aligned with those of foreign counterparts, such as
maintaining technical interoperability and a successful global digital economy.
A more effective approach, therefore, might be that foreign diplomatic services start assessing how
they can use engagement to create political capital and leverage within China, both for themselves and
those Chinese actors with aligning interests. This may mean, for instance, developing innovative forms
of engagement at the technical level, such as in working on broadly shared security standards, data
protection and Internet of Things issues.

Strategy omissions
The strategy does contain a number of omissions, the most glaring one of which is the role of the
military.
While it briefly deplores the militarisation of cyberspace -- yet announces that China will build defensive
cyber conflict capabilities -- the document is silent on the role the People's Liberation Army (PLA).
To a considerable degree, this is due to the PLA's fiercely defended autonomy from the rest of the
bureaucracy, its sense of secrecy and fear of being demonstrably inferior to foreign cyber forces.
Nevertheless, in view of pre-existing tensions with the United States due to alleged PLA hacking, clarity
on the PLA's role would go some way to reducing tensions and limiting the potential for
misunderstandings that could, for example, lead to arms races.
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