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Abstract The United States and China are currently engaged in a struggle for global
influence and critical resources known as the Great Power Competition (GPC).
Strategic access to key populations, geographies and supply chains, largely built on
trust, will be the deciding factor in determining a competitive advantage. The global
devastation of the COVID-19 pandemic has demonstrated that no one wins in a
power struggle that overlooks human security for shareholder interests. This chapter
explores a new way for the U.S. to engage within the modern GPC that increases
competitiveness while better supporting the dignity of human constituents: specif-
ically, to employ stakeholder capitalism rather than shareholder capitalism to win
the hearts and minds of global citizens. This chapter will demonstrate that traditional
national security policies, based primarily on the state, are less effective geopolitically
and should no longer drive foreign policy or U.S. industrial policy. In order for the
U.S. to compete in the current global arena, its policy must prioritize human and busi-
ness security. Additionally, the chapter will explore the interdependent and complex
relationship between the U.S. and China within the context of the modern GPC and
the effects of this relationship on U.S. economy and industry. Finally, the chapter
prescribes Public–Private Partnerships (PPPs), both at home and abroad, as an effec-
tive means to bolster U.S. and foreign institutions. Such a strategy will better serve
all stakeholders in a post-COVID-19 global society while positioning U.S. security
interests uniquely within the modern GPC.
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Introduction

The prospect of winning or losing the great power competition (GPC) is often
assessed through a realist lens of zero-sum finite power. However, this perspec-
tive is misleading and obscures the importance of considering the relative power of
the United States versus that of its great power rival, China. As a result, the U.S.
has traditionally made foreign policy decisions that no longer serve its best inter-
ests in a global era defined by a new type of competition following the COVID-19
pandemic. Historically, great powers have stemmed the potential loss of “empire” by
competing with emerging peer rivals, thereby falling into a destructive cycle of state
dominance known as the “Thucydides Trap.” In this process, the act of competing is
itself a cause of inevitable and continuous conflicts among states (The Belfer Center
2021). In these scenarios, empires vanquish their challengers, often repeatedly, but
inevitably succumb to ruin after centuries of conflict and competition that eventually
drains coffers, human resources, and goodwill among leaders.

To avoid the Thucydides Trap, leaders must re-conceptualize the modern GPC as
occurring between business entities rather than state powers. A new strategic frame-
work grounded in stakeholder capitalism, that emphasizes human security versus
state security, will ensure the U.S. prevails in the modern GPC. This shift in strategy
will necessarily call for a renewed prioritization of resources in economic areas of
vital interest to global citizens. State security will remain a priority as well, and state
competition will still exist; yet, over time, collaboration among states can provide
an international safety net that allows businesses to compete without spiraling into a
game of unintended consequences. Currently, state “power” is often assessed by its
quantifiable parts, such as key economic or military statistics. The following discus-
sion, based on a qualitative approach,will focus on the interplay of geoeconomics and
geopolitical conditions of states, the raw impact of competition on human security,
and the performance and actions of states, businesses, and human constituents. These
factors culminate in a prescription for stakeholder capitalism that best harnesses
emerging trends in global capitalism.

With this context in mind, the following analysis will examine several sets of
criteria for assessing state “power”. The first set of criteria addresses the systems
in which states function geoeconomically and geopolitically: (1) state capitalism;
(2) shareholder capitalism; and (3) stakeholder capitalism. The second set of criteria
concerns the relative weight or prioritizations given within each system: (1) prioriti-
zation of the state; (2) prioritization of business; or (3) prioritization of human secu-
rity—within the larger context of national security policy. In addition to these two
sets of criteria, further considerations will include increasing global interdependence
(defined loosely as the cause-and-effect cycle between competing and collaborating
state businesses and humans), pandemic-driven war-like political conditions, and the
impact of such conditions on current and future industrial policy. Using the above
criteria, the analysis in this chapter will demonstrate that U.S. performancewithin the
current militaristic paradigm of the GPC is deteriorating; and further, that rather than
continuing to compete in a losing game, the U.S. must strive to create an entirely new
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one based primarily on cooperation among states, businesses, and humans. Once we
redefine the game and how it is played, we can make smarter decisions that bolster
U.S. performance.

This chapter explores five key questions:

• In which geoeconomic system(s) does the U.S. currently compete globally (state
capitalism, shareholder capitalism, or stakeholder capitalism), and what is the
current assessment of the U.S.’s prioritization of national security policy?

• How does global interdependence lessen the degree to which state security and
conventional military strength provide for human security in the traditional sense;
further, how does the condition of interdependence among global societies change
the prioritization among state, business, and human security?

• How does shareholder capitalism affect state security, and how have inconsis-
tencies in industrial policy led to the deindustrialization of essential strategic
market sectors, accelerating the disparity betweenAmerican business and national
security interests (state and business)?

• How is the global demand for human security, and a permanent state of interven-
tion/war footing in specific sectors, organically re-aligning budgets to prioritize
human security and its impact on the GPC?

• How can stakeholder capitalism and Public–Private Partnerships (PPPs) align
state, business, and human security to win the hearts and minds of our citizens
and those of our competitors abroad, strategically positioning the U.S. within the
GPC and creating a winning scenario for all players?

The ultimate goal of this chapter is to shift the geoeconomic and geopolitical
analysis of the modern GPC from one focused on state security to one centered on
human security, underpinned by stakeholder capitalism.

Shifting to Stakeholder Capitalism Over State
or Shareholder Capitalism

Within any given nation, more than one version of capitalism may be operating at
once, contributing to a conflicting national vision (state, shareholder, or stakeholder).
Each has a specific function within the framework of global security, with partic-
ular challenges and benefits. Competition among globally integrated state-capitalist
economies creates a negative feedback loop for critical business and human secu-
rity, while competition among stakeholder capitalist economies creates a positive
feedback loop.

State capitalism creates an environment in which state and business security are
aligned. The result is short-term domestic human security gains within the context
of a crisis event, whereby the states and businesses concentrate their power in the
national interest. However, the resultant human security gainswithin the state’s geog-
raphy could reduce human security in other parts of the world and create a backlash
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from global competitors. In other words, state capitalism can cause a bifurcation
of domestic and international human security, creating unsustainable stakeholder
pressure on state businesses that seek to join global markets.

Conversely, shareholder capitalism creates an environment in which state and
business security do not necessarily align. This system operates with the sole aim
of ensuring profits to individual and institutional shareholders. The result is grossly
insufficient human security. Public institutions hold little leverage over the busi-
nesses, specifically in the medical and defense sectors, which humans rely on to
keep them safe.

Finally, the third variety of capitalism, stakeholder capitalism, elevates human
and business interests as part of the national security paradigm. As Schwab points
out, “Stakeholder capitalism is a form of capitalism in which companies seek long-
term value creation by taking into account the needs of all their stakeholders, and
society at large” (Schwab 2020). This system creates an environment whereby
states, global institutions, and civil society work collaboratively to support world-
wide commerce and innovations that result in long-term human security. Trust is an
essential commodity of stakeholder capitalism.

The apparent difference between a shareholder economy and a stakeholder
economy is the ongoing return of profits to all stakeholders rather than only specific
shareholders. The implications of such a shift are profound. Historically, stake-
holders in businesses are predominantly local, including owners or shareholders,
employees, Main Street merchants, customers, suppliers, financiers, and municipali-
ties. However, today, business stakeholders are global and often wholly dependent on
international markets far beyond Main Street. Businesses operating in a stakeholder
economy deploy capital in support of stakeholders worldwide, improving environ-
mental, social, and governance (ESG) metrics. These businesses are best positioned
to attract private investment and receive government and non-governmental orga-
nization contracts. As stakeholders become more global, the companies that best
support and gain trust become more powerful.

A progressive modern GPC perspective gauges performance of competing busi-
nesses (formally states) by their ability to secure all stakeholders. U.S. and Euro-
pean businesses ought to manage their diffuse set of stakeholders better than their
Chinese competitors, if for no other reason than that it makes good business sense.
Governments must re-align budget priorities that support critical infrastructure and
expand public–private partnerships to lock in long-term investments and innova-
tions. Through such tactics, both business productivity and human security can be
increased. The federal government, including the U.S. Department of Defense, can
play a crucial role in supporting this competition for stakeholder trust and can draw
upon lessons developed by the U.S. Central Command (CENTOM) to win the hearts
andminds of local allies as part of their counter-insurgency (COIN) strategies. COIN
relies not simply on defeating opponents but also on achieving local stakeholders’
support of “winning hearts and minds.” Competition among great powers, under-
pinned by a system of stakeholder capitalism, will best serve long-term U.S. national
security interests.
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State, Business, and Human Security

In the context of the modern strategic GPC, the concept of “national security” can
be viewed as encompassing three distinct functions within the broader framework
of the GPC: state security, business security, and human security. State security
primarily consists of the conventional military forces that have historically served to
protect/defend governments, dynasties, and elites. In this system, the protection of
national businesses is a secondary goal, to the extent that they matter to the nation.
Business security traditionally functions as infrastructure support, including laws
and regulations (domestic and international), access to capital, and public partner-
ships required to compete fairly in a global marketplace. Human security involves
enhancing the quality of human life and all that that entails. This latter form of
security garners little concern for warring nation-states competing for resources and
desired geographies.

An important but sometimes overlooked dimension of human security is the
services, infrastructure, and supplies needed to protect state constituents from
disease, crime, identity theft, hunger, poverty, and death, among other critical
concerns. As noted in the proceedings from a U.S. defense contractor-sponsored
“Asymmetric Threat” Symposium, “Given that annual U.S. spending on nuclear
weapons exceeds the amount spent on public health, there is a clear imperative for
changing budget priorities, so the U.S. can start right now having a savvier twenty-
first-century definition of national security. Recognizing that human insecurities are
the root cause of turmoil, instability, and threats, the power mindset should evolve
to one of human security” (cited in CACI Int. “Asymmetric Threat Symposium”
2020). On June 4, 2012, formal debate on human security organized by the General
Assembly of the United Nations held the rights of “people to freedom from fear
and freedom from want, with an equal opportunity to enjoy all their rights and fully
develop their human potential” (United Nations A/RES/66/290, article 3a 2012).

Natural disasters, violent conflicts, persistent poverty, epidemics, and economic
downturns impose hardships on humans in every corner of the planet. In this context,
human security is best understood through the drivers of insecurity: poor health
and safety, injustice from the weak rule of law, a lack of economic opportunity,
and breakdowns in society and community. For many Western policymakers, the
American military keeps citizens free, safe, and prosperous, with such insecurities
often relegated to the realm of international development instead of national security.
Despite natural disasters, growing economic inequality, and the largest incarcerated
population on the planet, it took the COVID-19 pandemic to shift elites’ focus away
from “others” in the developing world towards domestic insecurities of this nature.
Unlike other drivers of insecurity, pandemics, epidemics, and natural disasters cannot
be shielded by wealth, status, or zip code. Fires burn wine country, riots disrupt High
Street, cybercriminals attack consumers rich and poor, and disrupted supply chains
hit earnings reports and 401(k)s.

Overlooking the non-discriminatory nature of a virus, countries like the United
States can leverage flexible work arrangements, and whose citizens’ digital skills are
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most widespread will fare better than competitors (Schwab 2020). That said, dispar-
ities in health outcomes, technology, and workforce opportunities result in widening
inequality, and accelerate societal fragmentation (Schwab and Zahidi 2021). If these
issues are not immediately addressed, human security will falter, and unrest will
spread, leading to an even more divided government and a weaker country. With
public health, (including vaccines and critical supplies required to protect humans
and keep businesses open) fast becoming a new playing field for geopolitical rivalry,
national security priorities must now be re-evaluated. In the post-COVID-19 era,
human and business security should drive our national priorities, budgets, and the
modern GPC. Given this new dynamic, governments will need to use innovative
emergency powers that reorient national resources to protect humans and businesses,
first and foremost.

The COVID-19 pandemic, exacerbated by increasing interdependency in global
markets, has accelerated the de-coupling of traditional notions of defense policy from
human andbusiness security.Historically, great powers usedmilitary power to protect
themselves and their allies’ interests, granting states with large militaries greater
leverage in geopolitical conflicts. However, conventional tools are now insufficient
on their own for providing overall security, and therefore their power relative to other
tools is reduced. Following this logic, the current analysis points to an imminent
degradation of American national power.

Suppose the United States is to compete with great powers post-COVID-19. State
securitywill remain essential on a tactical level, but its emphasismust shift from large
conventional military strategies to disaggregated hybrid, grey-zone, or soft-power
capabilities. Only then, can the U.S. counter misinformation operations, economic
coercion, and the use of ambiguous forces, quarantines, and denial of access in both
physical space and cyberspace. For better or worse, unlike conventional wars of
the past, grey-zone conflicts are now being waged by businesses worldwide. The
increase in this type of conflict will lead to a synergistic alignment of “state” and
“business” security, culminating in greater public–private collaboration in the future.
Politicians will need to shed their concerns with growing the government (as with
the military–industrial complex) and grant human and business security the same
bipartisan support; as traditional “state security.”

Re-aligning State Security in the Post-COVID-19 Era
of the GPC

Policymakers often miss the mark in their basic assumptions regarding what consti-
tutes endurance in the contemporary international power struggle of the GPC. They
view the battleground against the backdrop of a dominant economy and dollar that
historically has leveraged its power with international institutions such as the UN,
NATO, andWTO, and in bilateral negotiations. Further, many view a strong military
as the “market maker” that ensures trade and commerce. However, equity markets,
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bondmarkets, housing markets, and consumer spending are all driven by confidence.
Confidence is based not onmilitary prowess but also on trust and sustainable business
and human security. After the financial crisis of 2008 and the West’s recent unpre-
pared response to COVID-19, it is debatable whether the world maintains confidence
in the international systems implemented by the U.S. How much direct impact does
U.S. conventional military force have on global economic recovery or human health?
Without sufficient confidence in the international system or the global economy and
people that underpin it, great power erodes quickly.

Given this shifting security context, the most significant influence on the fabric
of society today is not military force but rather the power of the global economy and
its potential rewards in terms of exchanges of goods, ideas, energy, bits, bytes, and
data. Although businesses, like states, are undoubtedly concerned with the “defense”
of their products and core business segments, we see little reference to the impacts
of conventional war in current SEC filings and presentations. On the other hand,
COVID-19 is front and center onmanyU.S.-based quarterly earnings statements such
as General Motors and Alcoa (GM 2020; Alcoa 2020). If conventional war no longer
has a significant impact on business returns, then, by and large, businesses’ interests
are no longer alignedwith state security. This growing disparity has primarily resulted
from profuse trends in shareholder capitalism and has been exacerbated by global
co-dependence.

Conversely, foreign adversaries are increasingly influenced by the mere threat
of diplomatic, business and economic pressures. The frequency and scale of such
threats have grown steadily in recent years. Indeed, our global interdependence is
now so ingrained into business performance that governments often remain mired
in an unhealthy cycle of interventions and pullbacks, leading to vulnerabilities and
a growing lack of confidence in both governance and free markets. The United
States should not reduce its defense budget; instead, the U.S. should re-orient that
budget towards long-term investments in innovation and technologies geared toward
business and human security. Such investment would be better tailored to the current
moment, as conventional forces that predominantly support state security alone fail
to increase domestic and foreign confidence.

The Emergence of Global Interdependence of State Security

Throughout most of the last five centuries, European powers have used their techno-
logical and military might to field “great” armies and navies to protect their empires
and resources. This approach inevitably led to a cycle of imperial competition, with
zero-sum contests over resources such as land, people, and gold and great powers
giving little thought to the national health of their competitors. This dynamic began
to shift as the United States rose to preeminence following the two World Wars that
devastated Europe in the early twentieth century. Instead of extracting resources,
postwar U.S. policymakers made the strategic decision to rebuild the “Old World”
with massive, coordinated government investments in infrastructure and alliances.
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Instead of expanding empire by fiat, policymakers created inclusive global institu-
tions and frameworks to govern and regulate the future of competition among great
powers. The establishment of the United Nations, various agreements on tariffs and
trade, and the formation of NATO, IMF, and WB, among others, were all intended
to stabilize the new world order and secure the U.S.’s preeminence within it.

This period represented a significant shift in the great power competition. In the
postwar period, under a type of Pax Americana, competition among great powers
became less militarily kinetic and more economical—meaning, driven by the aim of
exerting influence over others via soft or non-military-based hard power. Capitalism
and the growth of global trade resulted in the integration of markets to such an
extent that businesses exerted influence over them. They became reliant on other
great powers—the more significant the competing power, the bigger its market and
potential for business growth. Gaining power thus necessitated sharing it. The extent
to which this power sharing occurred has been veiled, hidden by stock market gains
and consumerism. Shareholder returns, cheap consumer goods, and a general culture
of excess have obfuscated just how much U.S. national power is now distributed
among and interdependent on global competitors.

Enduring economic security throughout themiddle of the twentieth centurymeant
that American citizens enjoyed the best healthcare, roads, airports, telecommunica-
tions infrastructure, jobs, and schools in the world, as well as stable food sources,
well-funded local governments, and with some exceptions, a just rule of law. U.S.
politicswere generally left untouched bymore remedial concerns.However, since the
second half of the twentieth century, crises that are more fundamental have emerged
within an interdependent global eco-system. Oil embargos, trade wars, demographic
changes, and financial crises in once—“faraway” lands are now impacting humans
and businesses right at home in the U.S.

Decades of power, a strong economy, and relatively weak competition have
resulted in the U.S. political machine investing in only a handful of essential industry
segments,mainly financialmarkets and defense, to bolster narrowpolitical platforms.
Yet, shareholder capitalism has put even those sectors at risk by shifting critical
national attention from government and public interests to profit interests, allowing
only a small number of global elites to thrive while diminishing the overall growth in
human security. To avoid the inevitable outcome of shareholder politics, many devel-
oping countries have turned away from free-market capitalism towards post-modern
state capitalism, including a combination of traditional state economic planning and
elements of free-market competition. TheWorldEconomic Forum (WEF) data shows
that globalization measured by trade openness is in decline for the first time since
the interwar era of 1918–1939 (Sault 2021).
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Opportunities for Growth at Home and Abroad

In a post-COVID-19 world, as the U.S.’s industrial, military, and financial strength
are deteriorating relative to competitors, shareholder capitalism further weakens the
United States comparable to those with state capitalist economies.While shareholder
capitalism transfers power from the state to the corporation, state capitalism does the
opposite. For instance, corporations that are interdependent with, and often owned
by sovereign states, transfer large amounts of U.S. wealth to foreign competitors.
State capitalism has the advantage of quickly and efficiently consolidating state
power in the face of a crisis; in addition, state capitalist governments incur less
risk of interdependence in strategic industrial sectors because the state itself essen-
tially owns them. Conversely, under shareholder capitalism, corporations have little
incentive to support states or people’s needs if unaligned with short-term profits.
COVID-19 demonstrated the advantage that state capitalism gave to China in dealing
with a global crisis. The hybridized Chinese state-capitalist system allows the state
to respond both quickly and efficiently in mobilizing all aspects of the economy
while also being able to reap the benefits of a free market by selling its goods
around the world with increased diplomatic goodwill. Throughout the pandemic,
Chinese businesses, both public and private, benefited from this situation across
multiple sectors. In the mining sector, Jiangxi Copper, Zijin Mining, and Chalcho
Ltd all met or exceeded their 2020 Q1 or Q2 production targets despite the negative
impact of COVID-19 as compared to those of Western competitors (Chalco 2020;
Jiangxi 2020; Zijin 2020). Earnings statements from Newmont Goldcorp, Barrick
Gold, Southern Copper, Alcoa, and Freeport McMoran, all noted considerable head-
winds when the pandemic caused operational downtime at mining sites in “care and
maintenance,” contract cancellation costs, and employee separation costs (Newmont
Goldcorp 2020; Barrick Gold 2020; Southern Copper 2020; Alcoa 2020; Freeport
McMoran 2020).

The COVID-19 pandemic presents an opportunity for the United States to shift its
geoeconomic policy away from emphasizing state security under shareholder capi-
talism to one of human and business security under stakeholder capitalism fueled by
interstate cooperation. U.S.-based pharmaceutical companies Pfizer and Johnson &
Johnson are two entities that are well positioned to spearhead an increase in U.S.
power and influence through stakeholder capitalism. Despite declining revenues
due to COVID-19, both companies solidified their market position with Chinese
consumers and saw earnings outperform as a result (J&J 2020; Pfizer 2020). In the
long term, the trust these companies build with Chinese consumers and other stake-
holder partners to supply medicines will enable them to exert tremendous advan-
tage over international affairs. COVID-19 may, in this way, ultimately serve as a
trigger for policymakers to align bipartisan support with human and business secu-
rity, as the new normal in a war on COVID that precipitates the shift away from
conventional military budgets and capabilities. Additionally, as the U.S. becomes
increasingly globally interdependent, the country can act in its own best interest
when competitors have a reliable infrastructure and can add value to our businesses.
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While extraordinary government intervention mitigates some business risks in the
short term, the globally integrated nature of business operations and supply chains
means inter-governmental coordination and collaboration are even more critical to
sustaining a post-pandemic “wartime” footing in the twenty-first century. Wartime
economic production no longer relies solely on national enterprise but rather on
international enterprises and foreign nation-states—perhaps even rivals. In some
cases, foreign corporations and their associated foreign supply chains can even be
the critical infrastructure for state security.

Further, the international hunt for new global consumers and markets will present
dominant American businesses with the added leverage to demand that foreign
governments invest in education, protect workers and human rights, abide by interna-
tional rules and regulations, and build resilient infrastructure. While these demands
improve human security, they likewise position the U.S. uniquely within the Great
Power Competition by solidifying its position as a significant stakeholder in global
affairs.

Interdependence of Critical Infrastructure

The World Economic Forum broadly defines competitive economies in terms of
productivity, but it also emphasizes the “basic requirements” that include institutions,
infrastructure, macroeconomic environment, health, and primary education (Schwab
2020, p. 54). We often take for granted what American businesses’ competitive
advantages are: excellent transport and communications networks, effective health-
care services, stable power networks, supplies of relatively clean water and safe food,
and credible banking services, to name a few. Yet, budgetary analysis demonstrates
that these critical sectors may not be currently receiving their proportionate due.

In 2020, the USDA budget was cut despite agriculture generating one-fifth of
all national economic activity. The Agricultural Research Service is responsible for
developing vaccines and enhanced diagnostic capabilities to protect against emerging
foreign animal and zoonotic diseases that threaten the Nation’s food supply, agricul-
tural economy, and public health. According to The Office of Management and
Budget, “The 2021 Budget requests $21.8 billion in discretionary resources for
USDA, a $1.9 billion or 8% decrease from the 2020 enacted level. The Budget
proposes $240 billion in mandatory net savings over ten years fromUSDA programs
to reduce long-term deficits” (U.S.G. 2020, p. 25). In another reduction, the Depart-
ment of Commerce 2021 budget request was $7.9 billion, a $7.3 billion or 48.0%
decrease from the 2020 enacted level. This is a drastic reduction considering that the
department is tasked with investing in industries of the future, such as artificial intel-
ligence (A.I.) and next-generation communications technologies, as well as helping
to keep American people and property safe by maintaining early warning systems
for extreme weather and disruptive solar events (U.S.G. 2020, p. 29).

Evenmore strikingly, given the presence of a global pandemic, Health andHuman
Services (H.H.S.) saw its budget cut to $94.5 billion, a 10% decrease from the 2020
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enacted level. This reduction was made even though H.H.S. is responsible for biode-
fense, responding to public health threats, and medical countermeasures against
chemical, biological, radiological, nuclear, and infectious disease threats, including
pandemic influenza. The agency also controls the Food and Drug Administration
(F.D.A.), responsible for modernizing drug research, advancing digital health tech-
nology, and assuring the safety and efficacy of human and veterinary drugs, medical
devices, and the nation’s food supply (U.S.G. 2020, p. 49).

Meanwhile, the Department of Treasury budget increased to $13.3 billion, or
$291 million and 2.2% above the 2020 level. Part of the increase includes a $35
million allocation for Treasury to continue the swift implementation of the Foreign
Investment Risk Review Modernization Act of 2018. FIRRMA updates CFIUS to
address national security concerns arising from foreign non-controlling investments
in American business (U.S.G. 2020, p. 85). Despite the increase, the threat of adver-
sarial capital into strategic American businesses has, in fact, been widely under-
reported due to its benefit to shareholders and elites. The U.S.’s interdependence
with businesses worldwide means this implementation should be expanded even
more to assist partner countries with controlling and managing potential adversarial
capital into strategic businesses of their own. Take, for example, the case of Shanghai
Fosun Pharmaceutical Co Ltd., a leading Chinese pharmaceutical company. In 2020,
Fosun formed a strategic development and commercialization partnershipwithBioN-
tech of Germany to distribute the COVID-19 vaccine in China, a region outside the
licensing deal with Pfizer (Pharmaceutical Technology 2020). Part of the agree-
ment included Fosun making a $50 m equity investment in BioNTech (Fosun 2020).
Fosun and BioNtech are also looking at jointly manufacturing the vaccine beyond
their initial agreement using Chemo Wanbang Biopharma, a joint venture between
JiangsuWanbangBiochemical PharmaceuticalGroup, a subsidiary of FosunPharma,
and Chemo Pharmaceutical Group of Spain (Ng 2020). While in this case, perhaps,
the collaboration among U.S., German, Spanish and Chinese companies will benefit
all stakeholders involved, indeed its implications for the G.P.C. need to be analyzed
at the highest levels.

Along with the Department of the Treasury, cybersecurity infrastructure is one
of the few areas that saw an increase in federal funding. It is no surprise, therefore,
that the U.S. Chamber of Commerce’s July 2020 assessment of cyber risk reads like
a Defense Department policy brief, with talk of cybersecurity “readiness,” service
attack “denial,” data “destruction,” business “disruption,” and long-term efforts to
“strengthen network security” (U.S. Chamber of Commerce 2020). This type of
battle-ready language appeals to bipartisan support. Consequently, and precisely
because it iswell funded, cybersecurity infrastructure is one of the country’s strengths
in attracting business investment relative to others. Additionally, the Department of
Homeland Security 2021 budget request was $52.1 billion, a $1.6 billion or 3.2%
increase from the 2020 enacted level, while theDepartment of Education 2021 budget
requested $66.6 billion for Education, a $5.6 billion or 7.8% decrease compared to
the 2020 enacted level (U.S.G 2020, p. 55).

In summary, a competitive and productive business environment requires that all
critical infrastructure segments be equally well supported; no one component can
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operate without the other, as they are all interdependent. The country’s strength will
only be as strong as its weakest industry in a crisis. Traditional security sectors
would be well served by sharing their budgets with other agencies, equally crucial
to businesses and humans’ security.

Business Security and Access to Capital

The condition of financial security is critical for private industry to feel comfort-
able aligning itself with the public sector and taking risks investing in long-term
strategic goals over short-term profits. Despite their role in ensuring that businesses
have access to affordable capital, the Small Business Administration 2021 budget
request of $739 million is a $243 million or 25% decrease from the 2020 enacted
level (U.S.G. 2020, p. 105). Financial security means access to multiple sources of
capital. State capitalism ensures this condition is largely mitigated with domestic
government-provided capital. Conversely, those same advantages can make it more
challenging to attract foreign investment. Accommodative monetary and fiscal poli-
cies in the United States provide similar domestic support in the short term, but
gridlock and dysfunctional policies hamper business confidence long-term. If emer-
gencygovernment support for business is removed asU.S. budgets tighten anddeficits
rise, private industry will become more reliant on venture capital and private equity.
China is now on par with the United States in terms of venture capital commitments.
However, domestic sources now account for most newly committed V.C. and P.E.
funding in China (Harden 2017). Their ability to maintain such levels and insulate
V.C. and P.E. recipients from a downturn in global capital flows due to the pandemic,
protectionism, or regulation will continue to be advantageous within the G.P.C.

Human security is closely correlated to business security in that both humans and
businesses use the same critical infrastructure, rely on sound financial institutions,
and ultimately need cash to survive. More than any other advanced citizenry, Amer-
icans rely relatively more on employment and business success for security rather
than on the state and social welfare system. Whether one agrees with the under-
lying political policy or not, if humans rely more on businesses than governments
to provide for their welfare, they will demand their tax dollars be spent on humans
first, businesses second, and the state third.
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China and the U.S.—Rivals and Partners

Given the interdependence of foreign actors to fight future challenges like pandemics,
climate change, and terrorism, conventional war, and even the preparation for it
degrades the foundations of globally integrated supply chains that underpin our
collective human and business security. In this juxtaposition, where human and busi-
ness security no longer aligns with traditional military-centric nation-state secu-
rity, great power fundamentally changes. This condition of great powers being
simultaneously friend and foe is most apparent in the U.S.’s relationship with China.

The Biden, Trump, and Obama Administrations have all recognized to some
degree that China represents the most significant foreign policy challenge, or threat,
of our time. Conversely, with its offering of substantial cost efficiencies, important
markets for American farmers, and growing consumer spending, China might just
as readily have been branded the greatest opportunity of our time. Arguably, China’s
intensity of opportunities and threats will likely increase and converge symbiotically
over the next few decades. Until now, shareholder capitalism has tilted the tradeoff
of opportunities and threats in favor of business growth, a policy that is now at odds
with core U.S. Government security interests.

American families rely on Chinese factories. Chinese families rely on American
medicine. In such a state of interdependence, how does one measure a great power?
The cynic might say that global corporations have won, deploying their capital to
hook great powers and their publics on their products, services, and cash. Because
of China’s outsized economic role in global supply chains, with which the U.S. and
others are thoroughly integrated, reducing the U.S.–China economic interdepen-
dence would entail what has quickly become known as “decoupling.” According to
Goldstein, “the opportunity costs of decoupling will include forgoing supply chains
that make economic sense and forgoing some areas of international collaboration
in research and development that contribute to scientific progress” (Goldstein 2020,
p. 53). The severe disruptions and dislocations experienced during the COVID-19
pandemic starkly illustrate the possible implications of U.S.–China rivalry.

As currently configured, great power competition between the U.S. and China is a
game with no discernable end and no utility with which to measure progress towards
a final decisivemoment or “win.” Somemight argue that winning is not even the goal,
but instead continually improving one’s position relative to others so that in the event
of a game (war), our team is better positioned to win. As stated above, state-owned
enterprises (SOEs) proved a great asset to the Chinese state in combating COVID-19
due to their alignment with the government and their ability to disregard the needs
of any other stakeholders, including shareholders. The U.S. reliance on the Chinese
consumermarket forAmerican companies driven by shareholder return is significant.
While this situation poses challenges in the short term, if adequately incentivized and
aligned with human security in the future (via public–private partnerships), business
power will be a significant factor in the game played between great powers.

For example, Tesla’s foray into the Chinesemarket exemplifies the growing power
of corporations and the co-dependence challenges faced by bothAmerican businesses
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and Beijing. The concessions initially received by Tesla in China were unprece-
dented. First, Tesla got support from local and National Governments to keep 100%
control of its local operations and protect its intellectual property. This led to the
National Development and Reform Commission announcing that the 50% foreign
ownership cap for automotive businesses would disappear by 2022, with operations
devoted entirely to EVs exempted almost immediately. Next, Tesla secured multiple
financing deals from state-controlled banksworthmore than $1 billion. After China’s
lockdown, Tesla was back up and running with plenty of N95 masks on hand weeks
before competitors (Campbell et al. 2021). It is hard to know what China’s initial
motives are for such concessions, but Musk’s success indirectly support SpaceX and,
by extension, the Department of Defense. That said, less than one-year later, Chinese
authorities and regulators appear to be showing signs of uneasewith such concessions
and are making it increasingly difficult for Tesla to operate. While such actions serve
as a potential warning sign to future corporations investing in China, more impor-
tantly, Beijing’s hot/cold moves demonstrate the difficulty state-capitalist economies
face in building trust with global stakeholders. The Chinese consumer’s explosive
growth has increasingly turned the country into a net importer of goods from food
to energy. To keep the growing domestic consumer class happy, the Chinese state
will be required to open itself to risks they are not accustomed to. In their July 1,
2020 earnings statement, General Motors notes that they delivered 492,489 vehicles
in the U.S. in the second quarter of 2020, a decrease in total vehicle sales of about
34% compared to a year prior. During the same period, GM delivered over 713,600
vehicles in China, demonstrating strong growth (GM 2020). It is up to Tesla and
GM to ensure that they use their market power to benefit all stakeholders, not just its
shareholders.

The Prescription

As G-20 nations and governments worldwide coordinate and implement emergency
measures to shore up the global economy, mobilize key industries, and share break-
through medical innovations with friends and foes, the U.S. may soon find itself
at the nexus between the great power competition and a great power cooperation.
How can nations agree to share medical advancements yet limit the integration of 5G
telecommunications equipment in today’s world? Are human, business, and nation-
state security aligned for the United States vis a vis China in 2021? Why are great
power governments gearing up for war when great power businesses are gearing up
for more collaboration, joint ventures, and equity investments? What is the strategy
the U.S. needs to navigate a winning game on the current GPC playing field?

At first glance, the strategy of state capitalism seems poised to out-perform share-
holder capitalism in a wartime competitive environment among peers, at least in
the short term. State capitalism, and the resulting strong alignment between states
and business interests, will be more effective in managing the short-term effects
of a war-like COVID-19 environment and global interdependence challenges than
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Western alternatives. The U.S.’s short-term disadvantage will slowly change to a
long-term advantage as human security replaces state security as the dominant factor
in national security. The power of connected global stakeholders will grow, driven
by the consumption of products and services. Indeed, it is precisely the emergence
of Chinese consumers and stakeholders that will limit the power of Chinese state
capitalism and reward businesses that align with human security.

In the short and medium-term, the U.S. should narrow its efforts in the GPC to
sectors that align state, business, and human security. This focus would require the
country to revise industrial policy and embrace sustained government interventions
into the private sector. Specifically, the country must invest in critical infrastructure,
both domestic and foreign, via public–private partnerships and deploy technological
innovations to win the trust of a global consumer class.

Public Private Partnerships (PPPs)

Public–Private Partnerships (PPPs) will help to align state, human, and business
security needs. The design of the traditional PPP is to encourage private innovation
and financial investment in public infrastructure. This approach now needs to expand
into health and defense supply chains and education.Domestically, PPPs offer private
industry long-term options to invest and allocate capital in sectors that are critical to
national security, tying together the long-term needs of humans and the profitmotives
of business. Additionally, in the developing world, PPP with foreign governments
will support infrastructure to helpmeet theUnitedNations’ SustainableDevelopment
Goals. As a foreign policy tool, PPPs tie stakeholders in strategic geographies with
those in the United States, feeding the positive feedback loop of human security and
reducing the risks of foreign conflict.

Medical PPPs

The partnerships between pharmaceutical companies and the CDC define the war
on COVID-19. The CDC works with the private sector because public–private part-
nerships advance the CDC’s mission of protecting Americans (CDC 2021). Such
partnerships illustrate the universal potential global benefit of PPPs, and they should
extend into other sectors. One such sector is supply chains of vaccine ingredients.
Due to globalization, pharmaceutical products and vaccines aremanufactured world-
wide. Themost active pharmaceutical ingredients (APIs) come fromChina, including
vaccinia-capping enzymes that prevent mRNA degradation in the latest COVID-19
vaccines.

Conversely,China relies onAmericandrugs that havebeendeveloped andpatented
to cure its growing middle class (Kominers et al. 2020). In both countries, resilient
and diversified supply chains provide benefits to stakeholders. Additionally, PPPs



88 A. Farhadi and I. Galloway

serve as tools to bolster budgets for the U.S. Food and Drug Administration (FDA) to
competewith China’sNationalMedical Products Administration (CNMPA) and help
improve stakeholders’ perception of medical regulators, domestically and abroad.
Medical PPPs will have considerable implications in U.S. foreign policy and the
country’s ability to influence vaccine diplomacy’s geopolitics.

Education PPPs

The U.S. should view educational institutions as critical infrastructure that warrant
proportionate government attention. The Cybersecurity and Infrastructure Security
Agency (CISA) website identify 16 critical segments of infrastructure: Chemicals,
Commercial Facilities, Communications, Critical Manufacturing, Dams, Defense
Industrial Base, Emergency Services, Energy, Financial Services, Food and Agri-
culture, Government Facilities, Healthcare, IT, Nuclear, Transportation, and Water
(CISA 2021). Because PPPs between universities, countries, and businesses are
forming to develop COVID-19 vaccines, the U.S. should add education as the
seventeenth critical infrastructure segment.

According to the World Economic Forum (WEC), the United States experienced
downward trends in the adequacy of skills of all graduates between 2015 and 2020.
Conversely, China has improved its scores year after year (Schwab 2020). A skills
gap study from consulting firm Deloitte and the National Association of Manu-
facturers projected in 2018 that more than half of the 4.6 million manufacturing
jobs created throughout the next decade would go unfilled, creating challenges for
Aerospace Defense Equipment Stocks (Dutta 2020). The WEC estimates that in
OECD economies, five new jobs are created with every $1 million of public invest-
ment into education and R&D, and twice as many when the investment is channeled
through higher education institutions. This amount is higher than the job creation
triggered by investments in any other sector in advanced economies (Schwab 2020).
If the U.S. is to remain globally competitive, it must prioritize education initiatives
and funding.

Supply Chain PPPs

The Belt and Road Initiative (BRI) demonstrates the importance of supply chain
resiliency to China, with its National Development and Reform Commission
embracing PPPs as part of its strategy. Currently, China remains dependent mainly on
State-Operated Entities (SOEs), and as a result, the country is rapidly courting private
enterprises to attract capital to national priorities. Attracting private industry to partic-
ipate in the BRI, especially from countries traditionally wary of Chinese influence,
will be critical to China’s success. However, foreign capital is a double-edged sword
for Chinese SOEs, allowing for fair pricing competition, a transparent procurement
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process, and strong governance. While the percentage of Chinese PPPs using foreign
capital has increased exponentially since the 1990s, the number remains below 50%
(Sugden 2016). Western institutions hold a distinct advantage in attracting private
investment into PPPs and have more experience in procuring and administering such
programs. However, the sheer scale of Chinese BRI PPPs for foreign long-term
investment opportunities is very appealing. The extent to which the Chinese govern-
ment can attract foreign capital into such projects will likewise build trust with other
BRI PPP recipient countries. For example, Australian private enterprise and capital
deployed in a PPP with Chinese projects add significant legitimacy to the BRI. In
other words, attracting foreign capital into such programs will remain key to Chinese
foreign policy and diplomacy. At the same time, attracting such capital will require
reforms within China, including the adherence to international best practices and the
rule of law, thus fulfilling a long-standing goal of Western democratic states.

In the United States, Public–Private Partnerships need significant political and
budgetary support, specifically in education, energy, mining, and communica-
tions technology. Government agencies need to protect businesses, especially those
privately held, that take risks in deploying capital into critical supply-chain infrastruc-
ture overseas. In a budgetary constrained environment, policymakers need to choose
investments strategically to ensure each supply chain is adequately supported. If
support wanes due to a change in administration, business security is at risk, and the
benefits are weakened. For example, long-term investments in rare earth and critical
minerals such as lithium in strategic countries could be structured through PPPs.
Outputs benefit all stakeholders, not just states or shareholders. PPP investments
in markets via stakeholder capitalism will exponentially increase human security
while winning the “hearts and minds” of local populations, a significant component
in our current U.S. foreign strategy. An essential part of such ventures’ success is
the use of U.S. power to build regional alliances through trade and infrastructure
initiatives. The New Silk Road Initiative currently in play is one such project that
would benefit the entire Central Asia–South Asia (CASA) region and could create
economic stability through trade partnerships, supply the U.S. with access to critical
minerals, and assure the U.S. a redundant position and edge within the GPC.

Industrial Policy and the U.S. Defense Industry

Small businesses comprise 65–75% of prime contracts with the DoD, an eye-opening
statistic given their heightened risk exposure due to the pandemic. Most notable risks
include cash flow and liquidity challenges, as well as the high costs of implementing
DoD’s new CybersecurityMaturityModel Certification (CMMC). Given heightened
financial risk factors, the small business industrial base becomes highly vulnerable
to adversarial capital, in this case, cash from China. According to the DoD Industrial
Capabilities annual report to Congress, deindustrialization and the extreme consoli-
dation of supply chains in aircraft, ground vehicles, machine tools, missiles, printed
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circuit boards, and the risk of dependence on sole-source vendors, weaken indus-
trial resiliency. Additionally, the report calls out short-term shareholder earnings as
potentially “damaging” (OSD 2021).

Meanwhile, foreign investors buying into strategic industries bolster share prices.
The Chinese are investing in American technology companies, systematically
targeting U.S. greenfield investments like technology, R&D networks, and advanced
manufacturing. China’s strategic investment in the U.S. increased some 800%
between 2009 and 2015, reaching roughly $45.6 billion by 2016 (Stoller and Kunce
2021).

There are too many complex systems, procurements, and facilities to maintain or
manage industrial defense policy and acquisitions effectively. Among these systems
are lasers, railguns, hypervelocity projectiles, intelligence, surveillance, reconnais-
sance capabilities,military space capabilities, electronicwarfare capabilities,military
cyber capabilities, hypersonic weapons, military robotics, autonomous unmanned
vehicles, quantum technology, artificial intelligence (AI), stealth bombers, fighters,
submarines, tanks, rifles, fuel, and massive operations and maintenance and aging
infrastructure costs. This list constitutes only a fraction of the weapon systems, gear,
equipment, facilities, and general items that the Pentagon procures from businesses,
small, medium, and large. The more complex the weapon system, the more complex
its supply chain (Renewed Great Power Competition). The globalization of supply
chains and the reliance on components, subcomponents,materials, and software from
other countries is concerning. The pandemic has shown that the United States lacks
sufficient investment in the most basic industrial supply chains like personal protec-
tive equipment, all while continuing to burden itself and its military with ever more
complex supply chains that will surely also be under-resourced and at risk.

Managing and executing federal contracts is expensive for both the buyer and
seller. On the seller side, facility clearances, cybersecurity, approved accounting and
purchasing systems, significant compliance requirements, and often unpredictable
and lengthy procurement cycles are barriers to market entry and often limit competi-
tion to a few entrenched firms. Furthermore, lowest-price type acquisitions with short
performance periods give industries little assurance of a future need and lead to weak
supply chains and poor services. On the other hand, well-funded and well-thought-
out procurements that seek the development of innovative products and services that
have no immediate commercial application but may significantly advance science or
technology domains in the future are essential. Suppose non-traditional industries,
including many tech startups, emerge as the tools of a future battlespace. In that case,
simplifying the barriers to working with the federal government will help foster a
more collaborative public–private partnership.

On the buyer side, contracting shops remain buried in paperwork and wholly
removed from the supporting programs.Complex appropriations and anover-reliance
on continuing budget resolutions lead to truncated and shoddy procurements; last-
minute execution of option years leads to uncertainty in the market, and end-of-year
“sweep” money splashed out in a “use it or lose it” fashion leads to waste. The U.S.
acquisition engine must contend with too many complex problems and obligations
that leave little to no oxygen for the country to respond to new requirements in times
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of crisis. Additionally, those existing programs require vast and complex globally
integrated supply chains that collectively drain the surge capacity of the industrial
base. Without drastic reductions in the sheer quantity of systems procured, the surge
capacity of the U.S. industrial base will falter in a crisis (Cancian and Saxton 2021).
In the unlikely event of a large-scale peer-to-peer conflict, tanks, armored personnel
carriers, helicopters, jets, and drones will not be quickly replaced, even in a total-
war-production environment. If, on the other hand, the government buys commercial
products and services that happen to protect national stakeholders, then the U.S.
acquisition cycle can be streamlined.

Continuing to focus on the “aerospace and defense” sector as a stand-alone pillar
of industrial policy is counterproductive in the long term. As national leaders claim,
if the U.S. is currently at war with COVID-19, then human and business security
is the new battleground; quite possibly, traditional industrial aerospace and defense
sector companies will not fight wars of the future. Industries with commercial appli-
cations in cyber, biotech, and artificial intelligence could be used both in state-to-state
conflict and in defense of stakeholders. This shift presents a long-term opportunity
for industrial policy planners. In the past, countries established defense industries
to ensure that they would not need to convert existing factories to maintain supply
chains in times of war. Today, most weapon systems in the U.S. have little to no
commercial application and serve largely as a jobs program in many states. In the
future, the country could base federal procurements on commercially available prod-
ucts that serve all stakeholders in society, not just the state. This would give U.S.
businesses reasonable confidence that products and services procured today will not
be canceled in the next fiscal year. It would also drive competition and allow govern-
ment acquisition groups to terminate poor-performing contractors since they would
not be sole suppliers.

Findings

Thepandemic has laid bareweaknesses inU.S. policies and those of competingglobal
powers in terms of how battles are now being fought. Given this new information,
the U.S. must take timely action to address its vulnerabilities. In the short term, the
U.S. must find bipartisan support for a national security policy that elevates business
and human security. Out of pure necessity for state action, the war on COVID-19
could give legislators political cover to intervene in the whole of government in
unprecedented ways. The question is, how will this intervention support or hinder
business security? Given the global influence of corporations today, will countries
compete with other great powers without working hand-in-glove with the private
sector? New, smarter forms of regulations will be required to harness the power of
governments in shareholder-dominated markets.

Most importantly, reliable and defensible critical infrastructure will be essential
in attracting and deploying new public–private capabilities in response to crises. It
is highly recommended to develop a new U.S. public–private defense plan to meet
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today’s needs within the framework of the modern GPC. Private industry would
deter emerging competitors with the strength of their balance sheet, the skills of
their workforce, and the benefits they provide to stakeholders. In turn, governments
would hold newfiduciary responsibilities to adequately invest in and protect commer-
cial networks critical to functioning business, effectively deterring harm to private
industry that may arise from newly emerging threats.

The great power competition would no longer be among warring states or large
armies but among small, medium, and large businesses. Great power policies would
need to provide businesses with the ability to compete and win by aligning national
security to the basic needs of commercial enterprises and their employees. In these
conditions, the great powers would promote individual freedom and the rule of law,
the enforcement of property rights, neutral arbitration of disputes, and government
accountability while investing sufficiently in infrastructure.

Modest U.S. investments in education, healthcare, information, and communica-
tions technology and digitization would lead to significant gains in global competi-
tivenesswhile also growingU.S. jobs. Tomake these investments, great powerswould
need to identify new ways to develop effective tax structures that reflect the realities
of the “Fourth Industrial Revolution.” The U.S. should lead efforts to construct an
international agreement on the taxation of digital activity. Further, companies and
research institutions in like-minded countries should explore ways to bring together
their technological strengths and ideas to benefit stakeholders and start priming the
positive feedback cycle of human security that interconnected stakeholders reap from
each other.

Stakeholder capitalism that aligns state and human security presents U.S. busi-
nesses with an opportunity to outcompete their great power rivals by fostering effec-
tive PPPs domestically and globally. People, not capital, drive economic growth, and
social cooperation is fundamental to state power. More than any other commodity,
trust is the most valuable asset in a stakeholder economy.Western economies remain
the most trusted in the world; however, despite outperforming China, the U.S. still
has work to do to get back on top of the rankings (Drew 2020). A renewed focus
on human security would support such an ascent. Business innovation could fulfill
human needs, and investments in innovation could be returned to stakeholders in
kind. However, when state-capitalist economies do not protect human interests, the
corporations that rely on foreign stakeholders will be forced to take action to put their
interests above the state. No amount of government concessions and protectionist
policies will be powerful enough to reverse such stakeholder pressure. Despite the
short-term crisis, the COVID-19 pandemic demonstrates that U.S. businesses are
better positioned to compete for stakeholder trust than our great power rival, China.
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