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Praise for Embracing Communist China: America’s Greatest Strategic Failure

“Fanell and Thayer’s Embracing Communist China provides a detailed and valuable examination of how the U.S. national security community failed in identifying the national security threat from the People’s Republic of China (PRC) over the past forty years. While there was a clear lack of recognition of the growing threat, it is particularly alarming given the very strong indications and warning including affirmative, bellicose statements by the PRC of their intent. Even today the US approach is one of “wishing away” the threat rather than dealing with it head on. The book’s findings and first-hand observations are an especially important topic given the current state of PRC threats to the Indo-Pacific region and America. This excellent manuscript goes on to provide practical solutions on how to restore America’s national defense vis-a-vis the PRC; solutions that should be adopted with a sense of urgency.”

—John Bird, Vice Admiral, US Navy (retired), former commander, US Seventh Fleet

“In the more than two centuries of American foreign policy mistakes, failures, and debacles, one stands out: Washington’s post-Cold War inability to understand and defend against the militant People’s Republic of China. James E. Fanell and Bradley A. Thayer tell us how the U.S. can avoid the catastrophe that is fast approaching.”

—Gordon Chang, American journalist, lawyer, political commentator, and writer

“Successful strategy first understands the past and the present before focusing on the future. In their new book, Embracing Communist China, authors Jim Fanell and Brad Thayer provide a fresh perspective on the failure of US past and present relations with China and the Chinese Communist Party. This is a must read for those who truly want to understand the threat our nation faces from the CCP.”

—Tony L. Cothron, Rear Admiral, US Navy (retired), former director of Naval Intelligence

“James E. Fanell and Bradley A. Thayer have long warned of the multifaceted threats posed by China to US security. Now in comprehensive fashion, they analyze why, in near suicidal blindness, America ignored these obvious Chinese challenges to our very way of life—documenting how naïveté and condescension about communist agendas, hubris in assuming perpetual and automatic American preeminence, and the financial self-interest of our elites have all combined to ensure China’s unwarranted but nonetheless enormous leverage and power over America. This is a rare, much needed, and erudite 11th-hour blueprint of how Americans can wake up, rebuild our defenses, stop fueling Chinese mercantilism, and reassert strategic deterrence to protect our allies and ourselves.”

—Victor Davis Hanson, Martin and Illie Anderson Senior Fellow, the Hoover Institution, Stanford University

“America is in World War III. It was begun by the Chinese Communist Party in order to put them in control of the world. With Embracing Communist China by James E. Fanell and Bradley A. Thayer, a master work of strategy and politics, they demonstrate how the US defense and political establishment engaged in self-deception about the nature of Communist China and the consequences for our national survival. Anyone looking to understand what steps need to be taken to defend the United States, needs to read this book.”

—Brian T. Kennedy, president, the American Strategy Group, chairman, the Committee on the Present Danger: China

“I commend Capt. James E. Fanell and Dr. Bradley A. Thayer for their superlative exposition of the catastrophic failure of all American institutions—intelligence, military, finance, higher education—to protect and defend the United States from infiltration and conquest by the Chinese Communist Party (CCP). It is a sorry tale of elite capture, strategic ineptitude, shameful avarice, told with rigor and precision. The hour is late, as the CCP is waging its “People’s War” on the USA, thus I urge every citizen to heed Capt. Fanell and Dr. Thayer’s dire warnings and read this book.”

—Maura Moynihan, journalist, author, formerly with Radio Free Asia’s Tibet bureau

“Embracing Communist China is an exceptional and unprecedented analysis of fifty years of appeasement to Communist China. James E. Fanell and Bradley A. Thayer’s sharp and insightful assessment of the federal bureaucracy’s refusal to confront the PRC matches my own experience from four years in the Trump Administration. Besides documenting this revolting history, these authors provide sound recommendations for returning America’s foreign policy to the right course began under President Trump.”

—Peter Navarro, former assistant to the President, director of Trade and Manufacturing Policy, and the national Defense Production Act policy coordinator

“James E. Fanell and Bradley A. Thayer’s book comes at a critical time in American history as our nation faces its most capable adversary ever: the Chinese Communist Party. As Fanell and Thayer explain, the CCP has captured much of the American elite. Every time the Trump Administration took action to defend the country against China, the White House switchboard would light up with calls from Wall Street titans, Hollywood moguls and Vegas casino magnates demanding a change in policy. Fanell and Thayer are right, we have a problem.”

—Robert C. O’Brien, former US National Security Advisor

“Embracing Communist China sheds new light on the failures of US policy towards Beijing after the end of the Cold War. The ideas presented in this book are a valuable contribution to the ongoing debate on how the US should confront communist-led China.”

—Marco Rubio, US Senator
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BY STEPHEN K. BANNON

The greatest betrayal in history has been that of the American and Chinese people by the American elite in league with the Chinese Communist Party (CCP). Wall Street and pro-Engagement experts in government have funded and supported the CCP for decades. That support kept the CCP in power and empowered their illegitimate and tyrannical rule to continue and sustain the appalling abuses of the Chinese people. That support also gave rise to the greatest external threat the United States has ever faced as, year-after-year, the People’s Republic of China’s (PRC) military grew stronger, and their threat to America’s national security and our allies grew greater and more immediate.

The horrific damage Wall Street and Big Finance did was not limited to the PRC. They supported the grotesque policy of offshoring American manufacturing and jobs to the People’s Republic of China (PRC), and so the destruction of the American working and middle classes. Likewise, they facilitated the loss of American intellectual property and manufacturing knowhow to the PRC. In sum, they robbed Americans of the American Way of Life. The CCP’s sponsorship of the chemical weapons attack that is fentanyl cost so many Americans their lives, their health, and their wellbeing.

The evil partnership between the PRC, Wall Street, and national security elites used their wealth and influence to corrupt the American political system, including politicians of both parties, to gain political power. While this started in the Clinton administration, it continued in all subsequent ones with the important exception of the Trump presidency. Only President Trump recognized the true nature of the CCP and the existential threat it posed to the American people.

They employed their lucre to pervert and contaminate America’s educational system and universities, legacy and social media, law firms and tech centers like Silicon Valley, publishing houses, philanthropic foundations, NGOs, think tanks, and governmental institutions, state, local, and territorial governments, and the Chamber of Commerce. In fact, the rot is so deep that it is far easier to make a list of those groups not corrupted by CCP influence than those that were.

James Fanell and Bradley Thayer have taken the first step toward providing an accounting of this betrayal as well as how to save the United States from this perilous situation. Embracing Communist China: America’s Greatest Strategic Failure is the best analysis of how the United States made the fundamental mistake of aiding its enemy. The end of the Cold War was the best chance to get rid of the CCP. The CCP leadership knew this. They were determined not to share the fate of the Soviet Union. They realized they could buy influence with Wall Street, Big Finance, and politicians, and by making them partners, they would support the CCP’s rule, come what may. It was Satanic genius. But it required Americans on Wall Street, Big Finance, and in government to place their greed before their country. They did. Now all Americans incur the costs.

Second, this book is exceptional because it shows the failure of US presidents except Trump, US intelligence community, and military to act against the CCP. Year after year they did nothing while the threat grew in front of their noses. US military power vis-à-vis the People’s Liberation Army (PLA) was purposefully allowed to degrade to the point that now the services are pressed to confront this threat with insufficient forces in both size and capability; this is most especially true of the US Navy. Likewise, US nuclear weapons capabilities atrophied, while the PRC grew at a breathtaking pace. They preferred illusion and mythology to understanding power politics and Communist ideology. Those are the tools needed to grasp the harsh reality of the CCP. To this day, it remains difficult to get the US national security community to see the threat and act against it. The unhindered rise of the PRC to pose an existential threat to America is the greatest failure of the American national security community.

Third, the study provides immediate steps to take to address the threat. What American national security elites must now do is admit that they failed and must throw the rudder of the ship of state hard over—to the principles of power politics vis-à-vis the PRC. Executing this rudder change within the foreign policy community will take years of consistent pressure to reverse—as can already be clearly seen from the sudden resumption of visits to the PRC by senior cabinet level officials from the Biden administration. But the most important step that the US needs to take is to target the CCP directly. They are the center of gravity. With their defeat, their strangle hold on the Chinese people will be broken and the greatness of the Chinese people may come once again to the fore. With their defeat, the American people will have eliminated the greatest threat of the twenty-first century to American safety and security. With their defeat, the exploitation of people and the environment that defines the CCP will be terminated.

Despite its profound mistakes, naïve and gormless leadership, and the grievous and lasting errors of the US national security community, the US will defeat the CCP. The CCP now faces great vulnerabilities, a giant with feet of clay, and can be sent to the dustbin of history if the US will act. Fanell and Thayer have warned us now is the time to defeat its tyranny. Fanell and Thayer have shown key actions of how to do so. What has been absent is the will to defeat the CCP. Now US presidents and Congress must have the will to act. Now is the time to sound the death knell of the Chinese Communist Party.





EXECUTIVE SUMMARY
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The book explains why the United States underestimated the threat from the People’s Republic of China (PRC) for decades and the lessons and implications of this profound strategic miscalculation. Since the end of the Cold War, the US has made two fundamental and interrelated grand strategic mistakes. First, the failure to perceive the threat from the PRC. Second, the failure to balance against it to defeat the PRC. As a result of these mistakes, the US is at risk of losing its dominant position in global politics. The central question of this book is: how did this happen? How was it possible that the US could achieve victory in the Cold War to the strategic condition today, where it faces a peer enemy?

First, the US failed to perceive the PRC threat due to the dramatic change in the distribution of power in the US’s favor due to the collapse of the Soviet Union. This left the US without a peer threat as the PRC was then a minor power. The US entered a long period of what the authors designate “threat deflation,” where US dominance and post 9/11 diversion of attention toward the War on Terror, as well as the PRC’s masterful political warfare campaign, prevented the US national security community from meeting the peer competitive threat of the PRC and the requirements of high intensity warfare.

The end of the Cold War yielded triumphalism of the “End of History,” and thus caused the ideological and strategic disarmament of the US as democracy and free market economics were triumphant. Modernizing states like the PRC were on the path to democratization and free market economics. Consequently, the Department of Defense, the Intelligence Community (IC), and the lack of leadership from successive administrations neglected to sustain a focus on peer competitive threats.

As time passed, military officers were not taught by professional military education and strategists to comprehend great power politics, peer competition, and Communist ideology, and so generations of military officers rose to command without that fundamental understanding. The result was a historical case of threat deflation—where the US consistently underestimated the PRC threat.

Second, finance and avarice trumped strategy. US business interests and financiers consistently and indefatigably sought economic gain from cooperation with the PRC, treating the Chinese people as the source of cheap physical labor for manufacturing, investment, as well as inexpensive intellectual labor, including for research and development. This facilitated the PRC’s rise, the sustainment of Most Favored Nation (MFN) trade status, and ultimately admission to the World Trade Organization (WTO). Their influence on the major US political parties and at the highest levels of US politics hindered the US response and promoted the conceit of globalization.

Thus emerged an “engagement school,” which asserted that by engaging the PRC, it would become wealthy and in time democratic. In addition, the US welcomed hundreds of thousands of intelligent, serious, and diligent Chinese students to run US and Western scientific labs and numerous academic departments in engineering, and in the life and natural sciences, especially chemistry, computer science, genetics, mathematics, and physics. In essence, the US willingly and enthusiastically taught, trained, and even equipped its mortal enemy—the PRC. Business interests and financiers also funded think tanks, including major national security think tanks and media, which, in turn, contributed to a bias toward the engagement school of thought, and thus the consistent underestimation of the PRC threat.

Third, the US’s enemies were great strategists. Led by Deng Xiaoping and the Chinese Communist Party (CCP), the PRC advanced a political warfare strategy to promote threat deflation that was adopted by the US national security establishment. Deng also profited from studying and improving upon Soviet efforts to penetrate US society as well as learning key lessons from the Soviet Union’s mistakes in the Cold War.

The PRC successfully caused threat deflation by adopting a complex strategy. They focused on elites in all aspects of US and other Western societies, enriching them and shaping their perception of the PRC and of the CCP, while using the enticement of a growing market to influence their behavior. For a generation, the PRC masked their intentions and framed their expansion as economic rather than strategic, an unalloyed good that would benefit the world.

The book is significant for five reasons. First, the rise of the PRC from minor state to peer competitor was a profound strategic failure for the United States and the greatest failure of the US military and Intelligence Community (IC). The US national security community must understand why this occurred and what must be accomplished to correct it.

Second, the study explains how the PRC executed a political warfare campaign to manipulate US threat perception and reduce the risk of balancing against Beijing by the US. This is necessary to comprehend to avoid its reoccurrence and to understand accurately the CCP’s motivations and capabilities as it continues to pursue its stated goal of achieving the Great Rejuvenation of the PRC to become the world’s sole superpower.

Third, this analysis corrects the misapprehension and mistaken beliefs regarding the CCP threat, particularly with respect to the inherent aggression of its Communist ideology, which are still present in the US national security community and among financiers, business leaders, academics, scientists, and many others, in the US and allied countries.

Fourth, understanding the causes of this failure provides the opportunity to rebuild the study of strategy within the US national security community to combat peer competitive threats and advance a renaissance of US strategic thought to restore the principles of US national security and forge a modern-day victory plan as their predecessors did in 1941.

Fifth, the study presents the logic of power politics. Its logic defeats the PRC’s threat deflation campaign by accurately characterizing the PRC threat across all domains of national power. This allows Americans to have the complete identification of the PRC threat and how to defeat it. Additionally, the logic of the power politics to perceive its permanent national security interests and responsibilities in the Indo-Pacific and across the globe.

The study provides nine implications of the study’s arguments to correct these problems, which are organized into three sections: first, power politics and the principles of strategy; second, the PRC’s tactics to influence the US elite; and third, how the IC failed.

First, the fundamental importance of power politics for framing threats to US national security and policy responses must be comprehended by national security decision-makers. Understanding power politics permits realistic assumptions about the future of the Sino-American relationship and Washington’s relationship with other great powers. The change in the distribution of power to the great favor of Washington had a dramatic effect. The US national security community became vulnerable to threat deflation, weakened its ability to evaluate great power threats, and had a profoundly difficult time adjusting to the new distribution of power with the PRC’s rise.

Second, the US must support the education of strategists so that younger generations may possess the knowledge they need in the fight against PRC. Education in the principles of power politics is essential so that strategists have the intellectual firepower to identify what must be accomplished to achieve victory in the fight against the CCP.

Third, understanding of the ideology of Communism and thus why the PRC had the intention to attack and defeat the US is essential for senior civilian and military national security officials. The CCP’s ideology explains its motivation to fight the US until the US is defeated. It will not moderate through engagement or compromise, and it will never become democratic. Equally, understanding the CCP’s ideology explains why the CCP is illegitimate and possesses profound weaknesses.

Fourth, the absence of presidential leadership in the post-Cold War period has hindered the ability of national security decision-makers to formulate a strategy to defeat the CCP threat. The interests of US business and Wall Street, among others, which sought engagement with the PRC predominated. In addition, the horrific attacks on 9/11 and its consequences, most importantly the Iraq War, also had a profoundly adverse impact. Many of the problems identified in this study could have been resolved if there were adequate presidential leadership.

Fifth, the failure of the US intelligence community to identify the PRC as an existential threat greatly weakened the ability of national security decision-makers to identify and act against the threat. The fundamental assumptions regarding the CCP and the PRC’s behavior seem to have been informed by the engagement school of thought. Ultimately, the IC was aiding threat deflation, and never seemed to have conducted analyses of the CCP and PRC’s strategy and intentions through the lens of power politics.

Sixth, the failure of military leadership to recognize and prepare for the rise of the PRC is not limited to the presidency or IC. The uniformed military leadership must also be held accountable for America’s current state of military unpreparedness. Specifically, the failure of the US Navy leaders to recognize the centrality of the maritime domain to the PRC’s grand strategy and the concurrent naval modernization efforts by the PLA Navy stands in stark contrast to pro-active performance of prior generations of admirals from World War II through the Cold War with the Soviet Union.

Seventh, the minor war today in Afghanistan or Iraq was always more important than the major war with the PRC later. The necessity of fighting wars against terrorists and insurgents dominated US national security decision-makers in the post-Cold War era. The direct result was the PRC achieving peer competitive status without any effective opposition. This has been especially damaging given the US position in Afghanistan and Iraq has been lost as well.

Eighth, the lack of examination of assumptions had a pernicious impact on US national security following decades of following threat deflation. This included, first, that history was at its end, and great power threats were an artifact of the past, and therefore cooperation with Russia or the PRC was benign from the perspective of US national security. Second, there was a bias that the US possesses the assumption of time to address future problems and existential threats to the US. The third assumption was that the PRC would be positively transformed through the coterie of engagement policies.

Ninth, it was a testament to the success of the Deng’s strategy of threat deflation that the PRC’s influence was so easily able to penetrate the financial interests of US firms, media, think tanks, and of individuals, including politicians—otherwise known as “elite capture.” The problem of elite capture was that far too many US politicians and officials, in addition to businesses, financiers, media, academics, think tanks, foundations, were profiting from the PRC’s rise. Thus, these parties had an interest in threat deflation and shaping analyses that favored engagement and cooperative policies.

Regarding the specific measures that the US should undertake, we argue that the US national security community should adopt nine necessary measures. First, American national security elites must now admit that they failed and must throw the rudder of the ship of state hard over—to the principles of power politics vis-à-vis the PRC—if America and all that it stands for is to have any chance of survival against its CCP enemy.

Second, Americans must understand that the existing distribution of power within the US national security community is resistant to withdrawing from the engagement school of thought—their predilection will be to return the rudder of the ship of state to amidships and the course toward engagement with the PRC.

Third, executing this rudder change within the foreign policy community will take years of consistent pressure—as can already be clearly seen from the sudden resumption of visits to the PRC by senior cabinet level officials from the Biden administration.

Fourth, while significant challenges have been identified by this study, there is reason to be optimistic because of America and the great strengths that come from our Declaration, Constitution, and 247 years of history.

Fifth, America’s victory over these internal and external forces is only possible if action is taken now. Given the shift in the balance of power toward Beijing and the existence of the CCP’s “timeline” for the Great Rejuvenation, it must be understood that action to prevent the final destruction of our nation must be taken immediately.

Sixth, as in the Cold War, the US needs to create a “Team B” dynamic to address the threat. A Team B for the PRC is needed that would bring together individuals from industry, scientists, negotiators, academics, and government service to create “quick fixes” to the immediate problems of the PRC threat.

Seventh, again, as in the Cold War, Soviet doctrine was well studied by the US national security community to discern where the Soviets were investing, what they were developing, and the force structure they were creating and the missions that force structure could support. Today, the US needs to have the same familiarity with the PLA’s doctrine to understand their priorities for investment, research, and force structure development, and the missions and options that force structure would support.

Eighth, the US needs to support nuclear proliferation in the case of Japan, South Korea, and Taiwan, to complicate the PRC’s strategic calculus. Nuclear proliferation introduces considerable risks, notably the incentive of the PRC to arrest it, including by military action, before a state becomes nuclear. But the benefits for the US as well as for these states is that each would have a strong deterrent.

Ninth, the US needs to take bold action to target the CCP directly. This requires a multifaceted approach that will include the rollback the PRC’s gains in the South China Sea, and the defeat of the PRC in its attempted coercion of the Philippines at Second Thomas Shoal. The US and its allies will have to evict the PRC from facilities in other countries like Djibouti and Ream, Cambodia. Those are important and necessary measures to place Beijing on the strategic backfoot. But the center of gravity that the US must attack is the CCP itself to ensure that the CCP, the Chinese people, and all global audiences know that it is illegitimate, and that the US, working with the Chinese people and allies, is working to evict it from power.





CHAPTER ONE

THE ROOTS OF THE PROBLEM
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The People’s Republic of China (PRC) rose from being a Third World state to being a peer competitor to the US in about thirty years. Remarkably, the US did not recognize this strategic trendline and did not adopt a policy to stop the PRC’s rise. Now it faces a Herculean task of defeating this existentially dangerous competitor. The US has made two fundamental and related grand strategic mistakes. First, it did not identify the threat for decades. Second, the US has neglected to act to defeat it. Post-Cold War strategists squandered the gains of previous generations who won World War II, the Cold War, and thus caused the “Pax Americana”—the period of stability in international politics made possible by dominant US power. All they had to do was to keep it. But they did not. With the PRC’s rise, they betrayed their predecessors and the American people. As a result, the US again faces a formidable peer.

Accordingly, the US is now in a new Cold War. The Sino-American security competition is the great struggle of the twenty-first century and promises to resolve the dispositive question of the age—whether the world be free and protected by the US or fall into a totalitarian abyss as sought by the PRC. This question will impact US national security, those of its allies, the continuation of US-led liberal order, and of the definitive political principles in international politics.

Uniquely in international politics and in the history of the United States, this perilous situation need not have happened. Over decades, the US had ample time to prevent the PRC’s rise and to retard its growth, even to support the overthrow of the CCP, but it did not. Those strategic choices must be explained—why did the US assist, not prevent, the rise of its peer challenger? It was a historically unique case of what we term threat deflation and, as a result, the US underestimated the threat, year after year. This threat deflation was the cause of the CCP’s rise without US balancing against it, and so is directly responsible for the gravest strategic mistake ever made by the US, one which today imperils the US homeland, economic prosperity, and national security.

The proclivity of states is to identify threats accurately or more frequently to overestimate them. Thus, threat deflation is rare and is understudied. The result is that too few strategists posed the question of the PRC’s rise and its consequences for the US. Further, threat deflation inhibited the creation of a defined school of thought regarding the PRC’s rise as there are in other major strategic issues, for example, over US grand strategy or nuclear deterrence. Faced with the PRC threat, too few national security strategists wanted to explain how the US arrived at this position and why, decade after decade, America continued to support the PRC’s growth or to acknowledge that the US has arrived at a position where the PRC is able to threaten US national security interests globally. Threat deflation also blinded the national security community to the greatest challenge to the US military’s ability to defend the country’s national interests in a highly competitive security competition since the Soviet Union.

This failing implicates the US national security community. The PRC’s rise without balancing from the US is an international political coup that would rival the achievements of Bismarck, Metternich, Talleyrand, or other great statesmen in history. This is a multi-decade failing of the US strategic community and defines the woeful neglect of the PRC threat by presidential administrations, the US intelligence community (IC), centers of professional military education, national security think tanks, and Sinologists. It is also the result of external events like 9/11 and then the Iraq War, which resulted in a decades-long involvement in southwest Asia to which the services adapted, as did the focus of US strategic thought.

Now the US faces a situation where the PRC has risen to the point where Beijing’s aggression against Taiwan and other US interests in the Indo-Pacific are anticipated in this “Decade of Concern” (2020–2030).1 New PRC kinetic military capabilities, like supersonic and hypersonic weapons, are now targeting US carrier strike groups, which have insufficient hypersonic defensive capabilities. The strategic terrain has been altered dramatically since the days of unrivaled US military power, where US capabilities provided overwhelming deterrence and warfighting capabilities against its foes. The US now operates
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