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Prologue

Xulio Rios

Xi Jinping has ushered in a new era in Chinese politics. The official discourse and multiple
decisions throughout his mandate, which began in 2012, converge on the same idea: after
Mao Tse-tung and Deng Xiaoping, Xi embodies a third phase of the development of that
China that in 1949 manages to impose an inflection of great proportions in its modern
history.

Recognized as the “nucleus” of the central leadership, king and lord of all the com-
mittees that have existed and for having, his figure has consolidated as the primus supra
peers, establishing a leadership style that, in a certain sense, was believed to have been
overcome as a result of lessons learned by the CCP after decades of convulsive advance.
In addition, Xi, in record time, has achieved that important constitutional and statutory
reforms reach a letter of nature so that they provide him with the possibility of extend-
ing his term beyond the two usual ones. In this way, his imprint on Chinese politics will
leave a unique mark. If nothing goes wrong, of course, challenges (call it a trade war,
political tensions in Hong Kong or the COVID-19 coronavirus epidemic) will always
knock on the door.

And from his hand, the “Xiism”, that is, a line of thought that starts from the premise
of finding ourselves before the birth of a “new era” in which China has the consummation
of that ambition of revitalization at its fingertips. from the country. Xi’s “
is none other than materializing the return of the old Central Empire to global politics
from positions of stability and respect, for which it is essential that, internally, it has those
attributes that confer an equally prosperous power and shared.

One of the CCP’s ideological campaigns in Xi Jinping’s second term has had as its mot-
to “staying true to the founding mission.” Some consider this an example of an involution,
expressed in the form of flirting with Maoism. Certainly, other campaigns, such as that of

Chinese dream”



PROLOGUE

insisting on the “mass line”, take us back to a more ideological era and that contrasts with
that pragmatism that has determined the evolution of China in recent decades, practically
during the entire period of reform and opening, that is, from the end of 1978.

These slogans and movements manifest, however, an invocation to shield against a
liberal evolution that can homogenize its political system with that in force in the most
developed countries of the West. The defense of Chinese sovereignty, the refusal to fall
into external networks of dependency, has an impenetrable supporter in the ideological
arguments of the CCP and is the essential armor to which it incorporates more recently
other additives previously rejected such as the cultural imaginary itself in its different ex-
pressions, we already refer to Confucianism or legalism, to name two especially relevant.
This reinforced eclecticism is, ideologically, a distinctive mark of Xiism.

This is due to the awareness that China is going through a crucial period. And it’s true.
In a decade or two, at the most, everything is at stake. Including the search and discovery
of that “own path” that as a trial or experimentation has permanently circled - and some-
times tragic - the trajectory of a CCP with one hundred years of existence (2021).

Xi Jinping is a “continuist”. At least in some highlights. We can admit that in many
of them it does yearn to impose greater dynamism, greater haste, but the main vectors of
the CCP’s policy at this stage have not arisen by chance, inventiveness or elucubration.
The change in the development model, without going any further, one of the topics of this
stage, had quite complete formulations during the period of its predecessor, Hu Jintao
(2002-2012), already abounding in the need to incorporate the factors social, environ-
mental or technological to achieve a comprehensive and sustainable modernization.

To a large extent, Xi, in the implementation of this reform, has turned a “deaf ear”
to a good part of the recommendations of the World Bank, which his Prime Minister Li
Keqiang came to sponsor. In his vision, there is recognition of the private sector, of the
market, of the need for greater openness to the outside world, etc., but without in any
way renouncing the essential beams that give political and ideological support to a sin-
gular model: public property, planning, control of strategic sectors, etc. And in parallel,
the commitment to the long-cherished goal of building a modestly affluent society, with
greater social justice and without poverty, evokes the longing for the harmonious society
of another time. Likewise, the technological push reminds us fully that the Chinese lead-
ership has clearly identified the decisive vectors of the transformation of the global order,
both economically and in other areas.

It should be noted, then, that Xi’s unswerving endeavor is to perpetuate the CCP.
Hence the insistence on ideology, with updates but without abdications, or in the fight
against corruption, or in the desire to spread through all civic cells, laying out the founda-
tions of a third legitimacy. In fact, it is no longer a question of the derivative of the revo-
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lutionary event itself or of growth, but of a state configured on the basis of respect for the
law, a tailor-made norm for the new mandarinate that represent its more than 9o millions
of members promoted on the basis of meritocracy, materialize that organic dynasty that
looks far beyond the present time and makes explicit a qualitative leap in a millenary his-
tory marked by the sign of its subjective dynasties. In its idea of forming a top level design,
the improvement of governance involves providing the CCP with greater solidity but also
transcending the premise, present in the first westernizing movements, of modernization
against its own culture, blamed for its secular backwardness.

Another outstanding aspect of Xiism refers us to the intensification and improvement
of the mechanisms of social control. From public security, with special emphasis on dis-
sent or monitoring sensitive sectors, to propaganda organs (giving priority to the guidance
of public opinion and the “government of information”), the educational system or social
organizations, With an increasingly direct and exhaustive control thanks to the support
received from new technologies, an exhaustive strengthening of the control of the govern-
mental apparatus over society as a whole is fostered, leaving the unknown of the viability
of such an approach floating in the air in a context defined at every step by more open
communities.

At the same time, a singular expansion of the Party’s powers at the expense of the
ministries of the Council of State as well as local and provincial governments must be
recognized as one of the hallmarks of Xiism. The CCP not only reaffirms itself as the un-
disputed backbone of the political system and on whom all state institutions pivot, but
its role is greatly strengthened. Therefore, when Xi invokes the comprehensive reform of
politics in China, what he is proposing is a redefinition of the CCP’s power not to diminish
it but, on the contrary, to expand it and make it possible for the Party to direct everything
by making use of formulas and instruments. adapted to the demands of the new times.
In this context, the debate on the lengthening of democracy (consultative or incremental,
it was said) has been overshadowed and replaced by redistribution and recentralization
with the argument that it is essential to concentrate power as much as possible to protect
against systemic risks that will surely abound in the short term. Along the same lines, the
commitment to strong leadership could be interpreted, ultimately considering collective
leadership as “weak”, once claimed as a complete example of the uniqueness of the Chi-
nese political system and a vaccine against the excesses of past times.

And if there is any area in which the Xiism shows obvious signs of rupture with the
trajectory of the reform, it is foreign policy. Long gone seem to have been the times of
“not carrying the flag or leading the wave.” Xi Jinping’s activism in the international or-
der is well known, spearheading ambitious proposals and launching new acronyms called
to establish himself as unappealable references of the 21st century. The valuable works
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included in this volume affect this question, which is certainly vital so as not to err in the
judgment about what the claims and role of China may be in the global order and in the
persistence in a globalization of another sign. And also, the regulatory framework for its ties
with rival powers, especially the US.

Even so, it should be noted that, discursively, the absence of a messianic vocation and
the idea that each country must choose its own destiny or development model have not
changed. However, while the economy remains the spearhead of Xi’s China’s internation-
al strategy, its strategic needs may crystallize in significant changes to its traditional policy
in this area. For the first time in its millennial history, the present and future of the Asian
giant largely depend on its external projection. More than the reform itself, the opening
has modified its millennial paradigm. It is now up to Beijing, with its practice, to convince
all of us of the sincerity of its bonhomie in the face of alarmist criticisms that appeal to its
threatening condition.

In this regard, the military and security dimension acquires peculiar relevance. Xi ipso
facto assumed military command and promoted the greatest reform in the Chinese armies
since the founding of the People’s Republic. And their motivation is clear: to put the Peo-
ple’s Liberation Army in a position to fight wars and win them. The insistence on main-
taining the armed forces under the leadership of the CCP contributes to signifying once
again the systemic uniqueness of the Chinese model, untouchable in this regard.

The increase in military capabilities is significant in that it not only affects the man-
agement of immediate disputes but also encourages a scenario of greater global projection
that is gaining momentum year after year. Along with the disputes in the seas of China, the
question of Taiwan is ventured as the most delicate and potentially most explosive. Xi’s
message that reunification cannot be postponed by simply transferring the problem from
one generation to another calls for change and resistance. At the present time, moreover,
with reinforced sovereignty in old Formosa and an Administration in the US that seems
willing to play this trick to hinder the Chinese dream, the situation could be complicat-
ed in view of the proximity of the 2049 horizon. Tensions policies lived in Hong Kong
throughout 2020 show the enormous complexity of the management of Chinese territori-
al architecture.

Xi Jinping dreams of leading and putting the finishing touch to the culmination of that
great historical enterprise that is Chinese modernization. The two centenarians (of the
Party, in 2021, and of the Republic, in 2049), mark a future space of three key decades.
The aspiration to turn the page of the humiliations inflicted by the West two centuries ago
and that brought the country to the brink of the abyss is understandable, but the glory
is not sung. Today, the internal call for loyalty mutes doubts and reservations, but there
are no shortage of those who judge some judgments and plans that in other settings have
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served to raise the alarm about the imminence of the change in global hegemony unleash-
ing an intensification of systemic competition. China’s foundations may be weaker than it
appears at first glance

China aspires to participate in global governance and wants to do so from the rec-
ognition of its dimension by third parties. This forces to make a hole in the multilateral
institutions in accordance with its significance. And it is not easy, especially when it arises
from the non-renunciation of its own approaches, interests and values. If otherwise, we
would find it in a G2 or a G9 a long time ago. Her absence, on the other hand, constitutes
a glaring gap that must be resolved in the coming years. In any case, the transfer of its
economic significance to other areas of global relevance seems inevitable, resolving the
current asymmetry, unsustainable in the long term. It is also desirable.

Xi Jinping’s China has reconnected with the original purpose of setting up an auton-
omous national project that considers the country’s historical and cultural singularities.
That socialism with Chinese peculiarities can be a simple alibi to mask a pre-modern au-
tocracy or, on the contrary, to shape an alternative to the liberal order with overtones of
authenticity. With the goal of completing modernization at hand, in Xi, ultimately a single
individual in a country of 1.4 billion people, the mandate to complete a historic catharsis
of colossal proportions is symbolized. The equally gigantic dimensions of its impact on
the regional and global, which are rigorously analyzed here by leading specialists, cannot
leave us indifferent.

Revival of tensions on the Korean peninsula, skirmishes on the border between India
and China resulting in deaths between the armies of both countries, Chinese and Amer-
ican military planes flying over Taiwan’s airspace, tensions between China, Taiwan and
Japan after clashes between fishing vessels and destroyers and redenomination decisions
of the Diaoyu / Senkaku islands in Taiwan and Japan, dangerous rises between Taipei and
Beijing with increasing rousing interference by the US, endless fights in the South China
Sea, unexpected renewal of the alliance military of the Philippines with the US ... And SI-
PRI warning of the increase in nuclear power in Asia, with several nuclear powers at stake
(China, India, Pakistan and North Korea) .

In Asia, China has a special responsibility in the provision of institutional spaces for
the management of these disputes; however, not a few countries are suspicious of her
leadership. Almost all of them accept their economic convenience and consider them an
unavoidable commercial ally, but, in parallel, in their security alliances they rely more
on the US as an indispensable counterweight to preserve their national interests. The gi-
ant’s awakening is accompanied by the demonstration of greater ambition and the slow
progress with which proposals such as the elaboration of a code of conduct to normalize
procedures in disputes in the South China Sea, for example, question its sincerity. While

11
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the fait accompli politics profit from entertainment maneuvers, the benevolence of his
leadership is controversial.

Xi Jinping’s China has reconnected with the original purpose of setting up an auton-
omous national project that considers the country’s historical and cultural singularities.
That socialism with Chinese peculiarities can be a simple alibi to mask a pre-modern au-
tocracy or, on the contrary, to shape an alternative to the liberal order with overtones of
authenticity. With the goal of completing modernization at hand, in Xi, ultimately a single
individual in a country of 1.4 billion people, the mandate to complete a historic catharsis
of colossal proportions is symbolized. The equally gigantic dimensions of its impact on
the regional and global, which are rigorously analyzed here by leading specialists, cannot
leave us indifferent. And especially in Latin America, where relations with China have
gone through different stages in recent decades with the common denominator being the
substantial increase in cooperation. Undoubtedly, this has provided mutual benefits to
both parties despite an evident asymmetric relationship between an emerging power on
one side and a group of countries on the other that are weathering their successive eco-
nomic crises always relying, perhaps exaggeratedly, in a miracle effect of international
collaboration.

12



Chapter 1
Chinese Global Projection

Milton Reyes

Abstract

This chapter, will focus, first, on characterizing the theoretical elements related to the con-
cept of political projection, especially from a perspective that includes the fields of Interna-
tional Political Economy and Geopolitics, and specifically addresses the case of the Chinese
international projection. Second, and using a transversal perspective, it aims to promote
dialogue between several theoretical proposals, reviewing the long durée (long term) ele-
ments that would still inform China’s political projection, as well as the existing conjunc-
tural challenges within the present configuration of the world order, with a special focus
on the Xi Jinping government. The third part of this chapter, will characterize the main
challenges and responses from China in the Xi era, interpreting the continuities between
the historical structure of China’s projection and the agency of the Xi Jinping s mandate.
Key words: Political Projection, China, Longue durée, conjunctural challenges, world
order, Xi Jinping government

Introduction
This chapter proposes to characterize the Chinese Political Projection (CPP) in the Xi era,
taking into account at least two temporal dimensions, the long-term one (longue durée)
Braudel (1978) and the conjunctural ones; using a methodology that proposes the rele-
vance of Critical Theory and its centrality, historical-structural.

To sketch an approach to CPP, we will review three dynamically interlinked force
categories:

1.- Institutions that “represent very peculiar amalgams of ideas and material power that,
in turn, influence the development of ideas and material capacities” (Cox 1993, 159).

13
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While institutionalization has become a means of stabilizing and perpetuating a partic-
ular order; Institutions are the reflection of power relations at their origin'. Although
they can take on a life of their own, they become a battlefield of opposite tendencies;
and even in society (also at the international level) the creation of rival institutions
that reflect different trends can be encouraged (Ibid.)

2.- At the level of ideas, Cox’s critical theory recognizes two types:

a) Intersubjective meanings: those shared notions regarding the nature of social rela-
tionships that tend to perpetuate habits and expectations of behavior (Ibid., 143).
Here, we find long-term ideas that would naturalize power relations?, and that can
also be understood as habitus? (Bourdieu 2006) of very long scope; given the long
duration of China’s historical continuity as a civilization-state.

b) Those that belong to “a historical structure, referring to collective images of a so-
cial order held by different groups of people”. Here, unlike mechanical structural-
ist analysis, the vision of simple instrumentalization of the State by the economic
structure is overcome, because it is stated that “the clash of rival collective images
is proof of the potential of alternative development paths” (Ibid., 144.).

3.- Regarding material capacities, it can be pointed out that “these represent produc-
tive and destructive potentials. These, in their dynamic form, exist as technological
and organizational capacities, and in their accumulated forms, as natural resources
susceptible to transformation through technology, as concentrations of equipment
(for example: industries and armaments) and as the wealth that can dispose from the
above (Ibid.).

Likewise, although the projection that the interaction and continuity of the domestic
and international spheres is recognized (Cox 1993; Morgenthau 1986); also, it should be
noted that the CPP is internationally characterized as a result of interaction and mutual
influence between “dimensional drawings” of the three force categories:

1Tt should be noted that “it is impossible to limit hegemony to an institutional dimension...Institutions
can be means of conflict regulation (hegemonic function) but this is only and expression of hegemony, not
its synonym” (Ibid.).

2 Some examples of intersubjective thoughts in the contemporary political world where a certain kind of
behavior is expected when conflicts occur between states, such as negotiation, confrontation or war (Ibid.).

3 This nurturing field, as a unifying principle and generator of all practices...when not as effects of the
“awareness” system of unconscious dispositions, which is the product of the internalization of objective
structures...as a locus of determinisms objectives and a determination of the objective future and subjective
hopes” (Ibid., 44).

14
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a) the scope of ideas (images, representations) that inform its international politics and
those that unfold in its concrete relationship with the current world order;

b) the deployment of concrete material capacities at a global level,

c¢) the dynamics related to the field of international institutions.

Everything comprised between the forced incorporation into the international system,
and the current situation through the Xi mandate. This is aimed at understanding the el-
ements that make up: a) the action frames and the construction of ideas in the long term,
and b)their relationship with the projection against the World Order (WO)

It should also be noted that here the proposed approach will be paid with elements
from realism, which is aimed at understanding the force structure material capacities;
both from concepts related to wealth-power generation processes; but also under n ap-
proach that — from geopolitical thought — contributes to the study of the space-power
relationship and its relationship with the field of security and defense; with all of which,
we recognize that these are two approaches that can inform each other to strengthen the
analysis of the CPP and its concomitant need for accumulation of power.

Confucianism as a long-lasting matrix

China has very long-term structures-matrices-continuities; so it is worth noting one of
the central strands of Chinese political philosophy: Confucianism; it is permanently in
debate, reconstruction and is part of Chinese cognitive, practical and strategic thinking; at
the same time that it would still inform decision makers and China’s “agency” within the
international order.

The Confucian matrix proposes a two-way relationship and mutual responsibility be-
tween the individual-family-society-state (formerly emperor) — which could generate a
harmonious relationship or chain related to “order” (/7Xu,), which from the Confucian-
ism is the most important principle in society (He 1991); Without it, failure and suffering
would be assured and even the change of the principal and even the change of the princi-
pal and even war could be justified (Yao 2004). Thus, depending on the virtue of the chain,
the good relationship with other states could also emerge (Doupe 2003).

Recognizing the in Confucius’ China there was no conception of an international order,
nor of concepts such a Wesphalian sovereignty; traditional China was oriented under the
conceptions of Tianxia (K I, everything under the sky); a Chinese world under a meta-re-
lational and supra-moral order, which can also be read in a geopolitical key, as it posed a
Chinese centrality, where, however, there was no difference between the alter and the ego,
and therefore, there would be, a “lack of awareness of internationality” (Qin 2007).

15
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Thus, although the tax system based on the Tianxia philosophy would be a system of
inequity; however, it could be considered as “benign” insofar as it was related to the idea
of family and filial piety (Ibid); and that although the empire was in the center for around
2000 years (221 BC until the beginning of the 19™ century), “The ontological status was
at the same time the ontological status of the center. It was modeled on the Confucian
notion of the ‘state’, which in turn was a model on the Confucian concept of the family’.
Thus, the world was in essence an enlarged family or an enlarged state” (Ibid., 10)

In the same sense, it can be observed that the conceptions of family and filial piety,
which also inform the relations between states, as principles and virtues, continue to be
practiced and highly valued in contemporary China, following the tradition of the Confu-
cian matrix; which was already present in the relationships and responsibilities of tradi-
tional China, where according to Qin (Ibid.):

China, as the most powerful state and the most advanced civilization in the region, played an
overwhelming role in maintaining stability and trade, providing public goods, and governing
the system. system saw more benefits going from China to the tribute states rather than the
other way round. China also played the role of a balancer, intervening wherever in this region
invasion by one vassal state against another, usually weaker, occurred.

As regards the principle of order, there are five founding relationships linked to the
idea of the family and filial piety: father-son; emperor-minister, older brother-younger
brother- husband-wife, and friend-friend, and four elements to generate social ties: for-
mality (“Ii”, propriety), justice (“i” righteousness), honesty, and sense of shame; which
are part of the core of the centrality of the Chinese form of governance (Ibid., 15), and
extend to the international scene.

Elements that are related and generate continuity between the domestic and the “ex-
ternal”; and it is that: Confucianism takes the family as the basic unit in society, as it is
inclusive of the best of all possible relations, such as love, harmony, mutual aid, and re-
ciprocal obligations” (Qin, 2013, 4); which could be expressed, for example, in the: “Chi-
na treats other countries as they are treating China” present in its international political
perspective, and which also expresses the importance of the “use” of the term mutual in
official public rhetoric, and at the level of theory and practical action guides of the IR of
the People’s Republic of China.

Complementarily, there is the importance of the figure of the Junzi (person of refined
morality): “on the contrary, of the pitty person who seeks uniformity but does not har-
monize” (Li 2008,426); Confucius says the Junzi points to harmony and not uniformity;
thus, the Junzi may have points of view that differ from others, but seeks harmonious
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coexistence with them (Zhang 2013), thereby complementing the conception of “authen-
ticity”. A theme that seems to be reproduced in contemporary Chinese relations, and that
seems to be reproduced in China’s international diplomatic performance, as a Junzi-State.

On the other hand, it should be noted that although Confucianism has been reinter-
preted and reconstructed (and even the analects have been revised at different times dy-
nastic orders) or that even the matrix has been dialectically nourished by the debate with
legalism, Confucianism conforms as a still central matrix in the projection of the State,
and as the basis of the thought and guide of action of the new China.

Thus, by the 19" century, with the forced incorporation of China into the Internation-
al System, within the process and consolidation of the world as a politically closed space
(Mackinder, 1904), China faces several moments that influence the construction of its
political projection informed by several of the elements reviewed at the level of ideas, but
also by others that are oriented to overcome the scenarios generated by the calamitous
decline of the ancient Chinese order in the 19" century.

A long Chinese medium term

Fall of the old order and the resumption of centrality
The construction of the CPP, in addition to the above, starts from various ideas, imag-
es, and representations that respond to multiple problems and tensions presented to the
complex contemporary Chinese history, and that will form a nurturing field for the devel-
opment of thought at a theoretical and cognitive level and as a guide for practical action in
the new China; which even still informs Xi Jinping’s China.

Thus, to delve into this level, and its relationship with the field of other force struc-
tures, it is worth reviewing some general historical moments:

1.- The fall of the tax system and the beginning of the “century of humiliation”, which can
be briefly characterized from:

« The signing of the Sino-British agreement in 1841, after the first opium war. In
this scenario, “China ceded Hong Kong Bay in perpetuity and agreed to pay Great
Britain a large war indemnity” (Anguiano 2010, 236)

« A second treaty, that of Nanking, signed on August 29, 1842, which would mark
the end of Chinese isolationism and Chinese port cities were opened to foreign
trade” (Ibid).

» The impossibility of stopping the robbery of other powers, including the emerging
one; the US, during that first setback; having to make concessions to the latter in 1844.

17
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The Taiping rebellion (“Great Peace”) -1851 and 1864 -, which further undermined the
legitimacy of the Manchu emperors and strengthened the perception of a “decadent and
corrupt system” (Ibid.), And that, when resolved with the aid of foreign powers, especially
England, generated between the Chinese more aversions towards the regents.

« The second opium war that begins, 1856, and that will mean new forced and onerous
concessions.

« New identities and rights in favor of London, “obtained in the Chefoo Convention of
September 1876” (Ibid., 244); based on claims for the assassination of the British Vice
Consul “by ethnic minority gangs on the border with Burma” (Ibid.)

This new allocation of resources within a persistent chain of shortages carried out
by the western powers, and especially England; It also meant a new blow to the prestige
(mianzi -face-social honor) of the dynasty, but also to the perception of viability of tradi-
tional China

Within this complexity, there is an attempt to restore the values of the empire, but at
the same time proposing a modernization of China, to make it more viable from its own
tradition (something observed in Japan). An attempt that, in 1895, lasts barely 100 days;
since the emperor’s aunt, Cixi, declares herself empress, and tries to reimpose the more
conservative values of the Chinese Society (Ibid).

For 1900, the last attempt to expel the foreigners took place, through the rebellion of
the Boxers (even supported at first by the empress herself). Fact that marks the defeat not
only of the viability of a self-isolated China, but also the deepening of the definitive decline
of the Manchu dynasty, and the corollary of the incorporation of China into the interna-
tional system as a peripheral component.

An incorporation, which given the Sino-centrist perspective of the empire, had never
been requested, and which was almost impossible to understand, and is that:

During the opium war, the Chinese still tried to convince the British that China was self-suf-
ficient to such degree that trade with outsiders was totally unnecessary. When the British
insisted on entering to Canton city, the Chinese officials were puzzle as to why foreigners who
belonged to another world would want to stay in China (Hsu 1999, 167).

2.- Therefore, at the end of the 19th century, and in a scenario of economic and military
competition, according to Qin (2007), the Chinese not only began to doubt their own
technologies, but also to consider that their regulatory and governance institutions
were wrong. ; thus officials and academics questioned the institutional system: The
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1898 reform initiated by Kang Youwei and Liang Qichao and the 1911 Revolution led
by Dr. Sun Yet-san both sought a change in the political system and its institutions

(Qin 2010, 37).

3.- Here, the debate is deepened between: the Neo-Confucianists, who invoked the spirit
of Confucianism and tried to transform it to make it applicable to the modern con-
text; and the so-called Western-learning School, whose members advocated ‘whole-
sale Westernization’ (Ibid.) It was clear that the second school won the game and be-
came the dominant discourse. Which would also be extended according to Qin himself
(2010, 38): “to the Chinese Marxists, who were, by extension, academics of the second
school (Li, 2003; Zhang & Guo 2003; Ge, 2001)”.

4.- Within the context of the founding of the People’s Republic of China in 1949, and from
Marxism reinterpreted by Mao, who, - following the Chinese republican tradition,
linked to safeguarding the re-appropriate Western concept of sovereignty (in addition
to characterizing Confucian thought as part of feudal visions) - raised the theory of the
three worlds as a guide for strategic action, which could be summarized as: “we, the
allies and the enemies” 4 (Qin 2007, 316). At the same time, a university system was
built for the study of IR, where each of 3 prestigious universities studied the problems
according to this theorys.

It is here where we can locate an attempt to form an anti-hegemonic bloc that would
operate at the level of rival collective images oriented towards the search for an alternative
path of development; that at this time, it was referring to capitalism, but also to the Soviet
perspective, and that also according to Mao’s thought would contain elements of imperi-
alist continuity.

From: a) the China-US distention (charted in the Mao-Nixon meeting in 1972), where
the element of containing the Soviet Union from the North American projection was part
of the agenda (and where the idea of national interest seems to be strengthened as a per-
spective that informs Chinese international politics); b) the subsequent end of the Cultur-
al Revolution; and c) the beginning of the Reform and Opening process; there is a period

4 Qin, 2007: A consistent strategy of Mao was to distinguish among three categories: ‘we’, ‘ally’, and
‘enemy’. Then, ‘we’ should unite our ally against our enemy. Domestically, Mao believed that there were
different classes, some of which were allies and others were enemies. Internationally, it was similar. Mao’s
three-world theory in fact was a theory that distinguished the ‘we’, the ‘ally’, and the ‘enemy’.

5 Peking University for the study of the national liberation movements in the Third World. Renmin
University for the study of the communist movements in the world. Fudan University for the study of IR
in the Western world (Ibid.).
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of generation of pre-theory in the field of IR, between 1978—90, because according to Qin
(2009, 187): during this phase, there was an attempt to use classical Marxism to inter-
pret important strategic thinking put forward by the political leaders. But little theoret-
ical research in a genuine academic sense was done.

5.- From the process of Reform and Opening, there is a process of re-appropriation and
reconstruction of Confucianism; to which, although since the founding of the Repub-
lic, an official attempt was made to banish him, in practice he still operated by in-
forming the structure and agency in the successive institutional bodies and Chinese
leaders; Thus, from the public vindication of the Confucian matrix, it will influence re-
constructed theories - in turn -, such as that of the so-called Chinese Soft Power (CSP).

6.- Parallel to the above, and after a decade of said process, we find ourselves in different
phases that are shaping the debate within the academy and through it feeding the ad-
visory bodies of the Chinese state-party, and its decision makers.

a) The Theory-Learning Phase that contains a process of “learning by translation”
(Qin 2007). That part of the reading and appropriation of Western realism, where,
the first book translated in 1990, Morgenthau’s: “Politics among Nations, was the
milestone”, and that between 1991-2000, according to Qin (2009) is expanded to
new translations and research development, mainly from the theories of Realism,
Liberalism, and Constructivism.

b) Between 2000 and 2007, there is a second sub-phase, “deepening” (Ibid.) where
other areas are covered and where The English School of IR has engaged the at-
tention of Chinese IR scholars in particular.

For 2009, the same Qin, recognizes the growing effort to propose a school of his own,
seeking a centrality that recovers the long Confucian tradition; at the same time, a dia-
logue is being built where

Contending schools have sought to advance their perspectives on a distinct Chinese worldview
and build a theoretical paradigm. It may take into account the following three conceptual
positions: Marxism, traditional Chinese philosophy, and the confluence of Western (realism,
liberalism and constructivisms) and Chinese intellectual traditions (Qin, 2009, 195-196).

This integrative construction is already present in the works of Chinese scholars influ-

enced by Western science (such as Qin himself, or for example in Professor Yan Xuetong);
but it is also present within the think tanks linked to the Chinese Communist Party (CPP)
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from a cognitive theory perspective, but especially linked to also generating strategic ac-
tion guides.

In the same sense, the work of Zhao Tingyang, a researcher at the Chinese Academy
of Social Sciences (CASS), proposes in his work Tianxia System — An Introduction to the
Philosophy of World Institutions of 2005, that the world governed by the modern inter-
national system who was born from Westphalia is a ‘no world’: inter-state institutions
cannot solve trans-state and global problems. He holds that the Confucian Tianxia insti-
tutions are global in the real sense of the term and, therefore, constitute the prerequisite
for establishing a global system and solving global problems® (Qin 2009, 197).

Here, it is worth remembering the holistic character of the conceptions and the Tianx-
ia System7; which, added to the perception that approaches such as Zhao’s, account for
the orientation that informs the Chinese IR Theories, but also its PPC; while there was a
relationship between Universities-Think Tanks and the State-Party, which, being not me-
chanical, generated an articulation, especially oriented to process the strategic challenges
of China in the face of the challenges imposed by its rise within the WO.

At this point, we can point out that there is a conceptual harmonization, between sov-
ereignty, and the sense of “Lack of an Awareness of international-ness” present in the
world of; through the dialectical tradition that would recover the sense of authenticity
and individuality of Confucian thought, so that at the same time, we can find a matrix that
subsists, likewise reconstructed and oriented to the generation of meanings, meanings
and re-significations within the academic and practical sphere of IR.

For all the aforementioned, we can conclude that if it is observed that there is an ap-
propriation for practical applications of said theories; reconstructions of views of tradi-
tional Chinese thought; and reconstruction of theories with particularities oriented by
the problems of the concrete Chinese IRs, at a strategic level (including understanding
and being understood); then, we can affirm that there is an own and particular theoretical
construction in the current CPP.

Final conclusion, which is strengthened with the case study of the SPC concept. Cen-
tral concept, which would try to “translate” and bring together the conceptions and matri-
ces of traditional Chinese thought largely crossed by Confucian values and thought (again
within the field of Ideas, which impact on institutions and the field of material capabilities
and vice versa) ; and that tries to explain, but also to articulate other actors, through the
promotion of a legitimacy that tries to be based on: the discourse of peaceful ascent and

¢ Which is also articulated to the perspective of the search for a common destiny of humanity, already
publicized especially in the Xi Jinping government.

7 Zhao states that “the Tianxia system and the consideration of the family as its guiding principle, con-
stitute ideal models of society and good governance for a space that is global” (Qin 2013, 5)
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development with the relationship: recognition of sovereignty - and states, as political
units as hierarchically similar individualities .

Chinese Soft Power

As an antecedent to the subject in a synthetic way, let’s review 3 approaches present in

Nye (1990, 2004):

« That, in addition to the scientific, cultural, ideological field, new forms of communi-
cation, financial markets and the diffusion of modern technologies represent power.

« That, contrary to hard power, cooptative power (presents cooperative features) or
Soft Power: represents the ability of a country to structure a situation where other
countries develop preferences or define their own interests in ways consistent with the
preferences of the first;

« Thus the soft power is at the same level of importance as the Hard Power.

From the Chinese rise as a global power, self-represented as peaceful, concepts such
as soft power and its attractiveness have been rebuilt by different schools, of which we can
point out at least 3 (Glaser and Murphy, 2009) which follow maintaining a centrality of
the Confucian matrix.

In the first, from important Chinese philosophers and sociologists “the core of Soft
Power is culture” echoing the first opinion expressed by Wang Huning in the early 9os
(Ibid.); and also from the perspective of a prominent proponent of this school, Yu Xintian,
for whom the soft power includes thoughts, ideas, and principles as well as institutions
and policies, all of which operate within the context of, and cannot be separated from, a
nation’s culture (Ibid., 15).

The second, does not deny the importance of culture but focuses instead on how
soft-power resources are used, concluding that political power is the core of soft power.
(Ibid.), Where the possibility of building political blocs in the international arena is also
identified.

A vision within this second school, led by Yan Xuetong and Xu Jin, proposes that soft
power consists of international attractiveness, international mobilization capability,
and domestic mobilization capability (Ibid., 19).

The third is presented by the professor of the CPP Central School, Meng Honghua,
who believes that

the Chinese approach to soft power is holistic: the domestic and foreign policy aspects of
soft-power development are conceived as an organic whole. For example, the idea of “estab-
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lishing a ‘harmonious society’ domestically and establishing a ‘harmonious world’ interna-
tionally” is seen as providing a “comprehensive framework for the ongoing development of
China’s soft power. (Ibid., 20).

On the other hand, for the intellectual, Shi Yinhong (2017%), the CSP must also be in-
terpreted from the logic of “strategic economy”.

Here, it can finally be pointed out that this concept under the Chinese reappropriation
and reconstruction, can allow to understand and strengthen in a condensed way: the re-
construction capacity and dialectic exercise of traditional Chinese thought in relation to
Western perspectives, and b) that the appropriation and resignification of the term, as of
others, would be an exercise that tries to “translate” or facilitate the understanding of its
particularities in the world (Reyes 2017).

Here it is necessary to recognize that soft power can not only be deployed from the
field of ideas, but also needs the development of material capacities, and even needs the
development of hard power, to generate a political projection in line with the growing
challenges of the competitive pressures for global power; All of which is articulated and
can be understood respectively from the fields of economy and defense respectively, for
which it is necessary to first recognize some central elements that would operate in the
medium and short term addressed in this subtopic.

Medium and short term: material capacities and world order

As part of the international political competition, the new China deployed several process-
es that, in general terms, allowed it to project itself at the economic-productive level and
strengthen its power.

1.- The construction of a heavy industry during the Mao period.

2.- Thanks to the Reform and Opening up process, at first, China was able to take advan-
tage of Foreign Direct Investment (FDI) within its special zones, which served as the
backbone to generate large volumes of accumulation that were internalized econom-
ically and territorially — as in other Southeast Asian countries (Medeiros 1997), in
addition to taking advantage of technology transfer as the beginning of the industrial
technical catch up.

3.- The banking order in the eighties, in a kind of banking Big Bang that gave rise is the
emergence of four large banks, including commercial and public policy (Naughton

8 Author, interview, april 2017.
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2007), which allowed the aforementioned accumulation and gigantic internal savings
generated, in addition to boosting the internal economy, can be projected interna-
tionally.

Which has been materialized since 1999, when the “Go Out” policy or “global going
strategy” is projected to use financial surpluses, but also productive surpluses (mate-
rial capacities and labor force); which also through trade, Chinese FDI and financing,
allows not only to increase own accumulation; but also and especially in the last two
cases, ensure the capture given the growing Chinese demand for strategic resources
such as oil, of which China already became a net importer in 1993 (Ibid.); but, also to
strengthen the association with other states to reinforce its projection at the level of
international institutions.

4.-The transfer of the “Made in China” model to the “Created in China” model since 1006,
thus supporting sectors that are intensive in technology and innovation (Wu 2006);
from which a rapid take-off begins to make China a power at this level for the next
decade.

All these elements will also be related to the challenges within the WO, at the strategic
level (which includes the field of security and defense), and which, of course, corresponds
to the interests at the level of constructive material capabilities and political projection.

Rings of interest oriented to safety

China has been building perspectives on rings of interest oriented to security (multidimen-

sional concept), but not necessarily understood, only as military defense. Thus, reproduc-

ing the perspective of Tianxia, there is a perspective of concentric rings, whose centrality

resembles those that surround the forbidden city in Beijing (Qin 2007; Brown 2017).
From a realistic perspective guided by the North American IR paradigm:

For Yuan (Peng), China’s contemporary diplomacy is best viewed as operating across three
rings: an ‘inner ring’ related to Beijing’s relations with its 14 direct neighbors; a ‘middle ring’
that encompasses Beijing’s relations with nations within East Asia, Southeast Asia, South
Asia, the Middle East and the Pacific; and an ‘outer ring’ encompassing Beijing’s relations
with nations far beyond its geopolitical neighborhood. In this context Central Asia straddles
the inner and middle ‘rings’ and holds the potential to facilitate the expansion of Chinese
power and influence into the ‘outer ring’ — i.e. to the truly global level (Yuan 2013, 59-60 apud
Clarke 2016, 20).
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While another characterization in the same line, proposes that there would be four
security rings (Nathan and Scobell 2012; Nathan 2015):

1.- Directly related to domestic security, including problems in Tibet; Xinjian; Hong Kong;
the border with North Korea; and that of Taiwan, perhaps the most energy-intensive
in China’s defense planning (Nathan 2015); let us also remember that in 2012, before
the assumption of Xi Jinping, 23 countries still diplomatically recognized the govern-
ment of Taiwan, and that the execution of its defense terms was promoted and guar-
anteed by the United States®.

2.- It refers to the 9 adjacent countries; of which 5 have had wars in the past 70 years
(India, Japan, Russia, South Korea, and Vietnam); and a number of states ruled by
unstable regimes (Nathan y Scobell 2012, 34).

3.- It would consist of the politics of six geopolitical regions around China: Northeast Asia,
Oceania, Continental Southeast Asia, South Asia, and Central Asia. Each of these areas
would present diplomatic and security problems (Ibid.);

4.- The fourth would include the rest of the world such as Latin America, Africa, the Mid-
dle East, and Europe, and where, according to Nathan (2015), China would not have
the capacity to secure its interests, beyond: to secure sources of commodities, such as
petroleum; to gain access to markets and investments; to get diplomatic support for
isolating Taiwan and Tibet’s Dalai Lama; and to recruit allies for China’s positions
on international norms and legal regimes (Nathan 2015, 34).

Beyond the characterization of the 4" ring, this work understands that what would
be displayed at this level, with regard to Latin America and Africa, is a projection that
operates from the CSP and that can also be understood as an economic strategy: Trade,
FDI, financing, and other financial mechanisms such as loans for oil (without conditions
to exercise directionality in the politics and economy of the counterparts); in addition to
cooperation and mechanisms of political dialogue, from which an orientation to generate
attraction can be deduced; precisely because the CPP in those regions does not present
strategic interests (understood as direct defense interests and/or military concern).

However, also the aforementioned regions, which could be characterized as part of
the global south, would have potential for Chinese international politics, potentialities of
strategic interest both in: a) level of political association in international institutions that
allow it to respond to the challenges that WO imposes, such as: threats to sovereignty and
territorial integrity; as well as, b) abundant resources, which beyond supporting the pro-

9 In addition to the delivery of funds and technical assistance by foundations and foreign governments
to promote “civil society”, among other activities (Nathan & Scobell, 2012).
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duction field (transport and industry) are necessary for the development and/or support
of material capacities oriented to the security and defense sector, including those related
to the military field, as well as for others, issues such as food security, which are relevant
to the material needs of the Chinese population, in a context in addition to global compe-
tition for increasingly scares resources.

On the other hand, there are complementary responses in the geopolitical dimension,
which peacefully unfold from the reform and opening up process. Since 1989 a policy
characterized as the “Deng Xiaoping’s” taking a low profile has been proposed; which un-
til the consolidation of Xi’s mandate was considered one of the “traditional principles in
contemporary Chinese foreign policy” (Shi, 2014); and which, will be complemented with
the establishment in 1997 of a “new concept of security” that “defended a strategic scheme
contrary to military alliances and defender of cooperation mechanisms as the best means

to guarantee peace and international security (Iturre 2007, 3).

Deployment and geopolitical responses
At the level of Chinese neighborhood geopolitical interests, we can point out two levels:

a) Terrestrial projection level

Where the projection is tried to solve via state-state processing and negotiation (hier-
archically similar units following the Confucian matrix), and construction of regional
instances. Thus, we find, for example, general principles of conflict resolution. Like the
one that has occurred since the early 1950s, and during the Sino-Indian negotiations in
1953 on Tibet; when a document was agreed under the principles of: Mutual Respect for
territorial integrity and sovereignty of the other; Mutual non-aggression; Mutual non-in-
terference in the internal affairs of the other; Equality and Mutual Benefit; Peaceful Co-
existence.

On the other hand, at the level of regional institutional instances, China raised to re-
solve controversies, for example, the Shanghai Cooperation Organization (SCO) (2001),
which already had as its background the Shanghai Forum (1996-2000).

The process to culminate in the above, was given as follows

« After the disappearance of the USSR, its western section was abruptly divided into
four, under the jurisdiction of different sovereignties. Although the Sino-Soviet recon-
ciliation initiated by Gorbachev led to a negotiation table on the subject (July 1989),
the new republics refused to negotiate their borders with China in the first instance.
However, thanks to Russian mediation, negotiations were able to start in 1993, and
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in 1996 the first summit of heads of state met to sign border agreements in the city of
Shanghai (Rocha 2007).

Until that year, the forum was made up of China, Russia, Kazakhstan, Kyrgyzstan and
Tajikistan, followed by Uzbekistan (2001); and by 2007, without counting the observer
countries, the SCO grouped around 2.5 billion people, but adding Mongolia, India, Iran
and Pakistan to the observers, the total population number of the SCO member countries
came close to the 3 billion human beings (Ibid).

b) Maritime Plan and Strategic Interests:

Until the first decade of the 21% century, China was generally presented with the following
problems: Need for maritime delimitation; dispute over the adjacent Islands, the Taiwan
issue, and the second chain (Blue Waters Navy).

Against which, the need for a strategy to reduce tensions and project a modified pro-
posal of sea power by Alfred Mahan (1890) was raised. Thus, contrary to this, the central-
ity of the Chinese proposal was based on the peaceful potentialities of trade though sea
lanes, and an accompaniment of maritime power (force) of a defensive nature; but from a
logic that allows peaceful co-operation in the use of the oceans (Zhou 2014).

As a corollary to this issue, it can be recognized that, until the arrival of the Xi govern-
ment, the following elements were visible: China since 2010 has consolidated itself as the
second largest economy on the planet; the world economic crisis of 2007-2008 had trig-
gered the role of China as a global economic engine; and the logic of liberal globalization
continued to operate.

In this context, Xi’s mandate that is analyzed below cannot be characterized as a peri-
od commanded by his “exceptional agency”; rather, as a particular moment but that also
dialogues with a long-term continuity at the level of ideas, which still inform contempo-
rary China, and the return of China as an international centrality.

China in the Xi era

As a background, it is necessary to review the present continuities and the respons-
es to the challenges within the world (dis)order that have occurred in the Xi Jinping
Mandate.

At the level of ideas, with regard to how China is projected politically in its post-cul-
tural revolution rise, an articulated line is maintained to the need to be perceived interna-
tionally as a player that does not represent the reproduction of the rise, consolidation and
maintenance of power as in previous powers.
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A discursive continuity is strengthened that, from the perspective of the search for
international harmony -and even incorporating the image of the “community of shared
destiny for humanity” maintaining authenticity characteristics in the figure of the Junzi
(here China as Junzi state)-, reconstructs the Confucian matrix, through the impulse and
positioning of the CSP; which can be exemplified with two facts:

« Although soft power had already been incorporated, as a central theme, within the
CPP; in the Xi term, this will be even more strongly visible as the discursive axis of his
international politics; even, Wang Huning (one of the proponents of the 1% school of
soft power), was appointed at the XIX Congress of the CPP (October 2017) as one of
the 7 members of the Standing Committee of the CPP Politburo, the highest body of
political leadership in China.

« The demonstration of support for the strengthening of the international promotion of
Confucian though, through the extension of members from other regions of the planet
and the personal inauguration conferences held by the highest authorities of the par-
ty-state to the congresses of the International Confucian Association: Xi Jinping, at
the fifth congress, in September 2014; and Vice President Wang Qishan in the sixth,
in November 2019.

Regarding the level of rival collective images, in response to the possible deployments
of global hegemony that were aimed at weakening the rise and spheres within Chinese
sovereignty, and indirectly to the partner states, China proposes:

« A discourse that presents a particular and differentiated rise of past powers, with a
centrality of a cooperative nature.

« At the same time, that the articulation and associativity with other states and inter-
national actors, must be attentive to the challenges of the ever-present possibility of
increasing the deployment of force (military or financial) by the centrality of global
power, since the CPP is aware that the world powers are informed from the realistic
matrixes of the IR.

Under the Xi mandate, China also strengthens the deployment of international projec-
tion that processes its interests though trade, FDI, financing and credit, cooperation and
political dialogue.

In the first 3 cases, these are leveraged on the existing logic of economic operation in
liberal globalization; taking advantage of higher profits and accumulation of wealth gen-
erated by the growing productive and technological capacity that is materialized by the
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activity of the commerce sector (and balancing balances with the counterparts according
to the logic of political interest); as well as, directing enormous accumulated amounts for
their global projection that, in the case of IDE and credit especially, are deployed with the
states that are of interest to them die to: a) the level of strategic resources, b) their posi-
tion or location (in the geopolitical sense) for the mobilization of these resources, c¢) their
technical scientific potential and, d) their convergence in the interest to strengthen the
premise of sovereignty in international institutions.

In addition, at the level of cooperation and political dialogue, in this period the Chi-
nese peculiarities that try to overcome the command logic deployed by the Western pow-
ers are also strengthened.

In the first case, this will continue to be given outside the international cooperation
institutions, since the meaning of the term cooperation for China is not based on

“The official definition of the Development Assistance Committee (CAD)...the PRC rather in-
volves a complex mix of non-concessional loans, export credits, humanitarian aid, infrastruc-
ture projects, economic investments and technical assistance in the fields of health, education
and agriculture” (Erthal & De Souza 2013, 72).

In the field of political dialogue, in this period, in addition to bilateral relations, it is
also based on two general planes

« The one that operates within the institutions related to the WO post World war II, and
those related to the order of liberal globalization.

« The one that operates within new institutions and forums that are being generated
both in other regions, such as those that will be formed from bi-regional initiatives or
from the international deployment of Chinese interests.

The foregoing is in line with the maintenance of the type of associative relationship
with non-aligned or developing countries, already present — but of a different stamp in
Mao’s thought; where it also operates from a logic of economic strategy, which, at the
institution level, is aimed at strengthening post-World War II institutions that contain
cooperative characteristics and are functional to the liberal economic elements that were
favorable to its take off.

Here, it should be noted that although the economic strategy with developing countries,
while operating in general terms under the profitability logic present in the liberal econom-
ic discourse; it also contains elements oriented to the assurance of strategic resources, for
which long-term trust and relationship scenarios are generated; the possibility of cooper-
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ating avoid the external restriction of the partner countries (which is taxed on the previous
point), and the non-intervention to direct the political-economic projects of the partner
countries; which again strengthen the relationship and allows it to generate legitimacy and
strengthen its role as an emerging leader in the face of the interests of partner countries,
especially among those that are oriented to expand their sovereignty spaces.

Thus, there is a continuity of the strengthening of the consolidation of the Chinese
economy that operates efficiently within the liberal-style globalization, while in a good
part of the Xi mandate (even before the inauguration of President Trump in the United
States), the low profile perception; given the power and effectiveness of the deepening
of the projection of its global going, which generates in addition to the accumulation of
wealth, greater international political weight and consolidates and increasingly sophis-
ticated productive and commercial leadership in the technological field, with the conse-
quences that this implies in the development of capacities in terms of security and defense.

With the consolidation of the reemergence of China and the potentiality of the projec-
tion of the Chinese IRs and the consequent accumulation of material capacities; the need
to strengthen hard power is also strengthened, taking into account the acceleration of
competitive pressures for global power as of the world crisis of 2007-2008. In this scenar-
io, and in parallel following Brown (2017), it is possible to recognize 4 rings of diplomatic
interest in China, considering its high relationship with the issue of security:

1.- Oriented by the continuity of the strategic and complex relationship with the United
States

“In terms of trade, links, and ability to help or hinder, there is no more crucial partner for Chi-
na. And yet, since the era of Deng Xiaoping, it has been a link afflicted by ambiguity and frus-
tration. China has always known the folly of trying to directly confront and challenge the US.
But it also wants more strategic space.... This is why, since 2013, Xi Jinping ... has described

b2

the first circle as ‘a new model of major power relations’™ (Brown, 2017).

2.- It refers to the closest countries, the 14 terrestrial neighbors and its many maritime
neighbors, with whom it is in dispute over marine and island territories.

3.- The European Union, and the European powers. Looking at the more than 450 billion
Euros in bilateral trade in 2016, the interest is clarified; but also, the EU is important
for China, more than other powers due to the enormous amount of technology transfer
and intellectual property* (Ibid.).

1 And, the reform and opening-up would not have been successful without automotive, computer man-
ufacturing and train technologies - in the latter case, specifically in the development of the impressive high-
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4.- The fourth ring of diplomatic interest is made up of Africa and the Antarctic Circles.
According to the same author “for these, the core interests are resources, investment
opportunities, exploring new markets, and building alliances...” (Ibid.).

Although the challenges related to the United States are being addressed transversal-
ly, here it is worth mentioning that at the level of the neighborhood area (second ring), it
should be remembered that, in this period within the framework of the SCO, there are two
significant elements

« Pakistan and India are incorporated gradually, until in 2017 they are already part as
full members.

« The activities between Russia and China, and the broad cooperation on economic,
security and cultural issues, among others, have generated speculation about the pos-
sibility of becoming a counterweight to NATO (although this cannot be considered in
the short term). Also, let us remember that in recent years China and Russia have been
recognizing the complementarities related to the enormous financial resources of the
former, and the enormous energy reserves of the latter, which for China are of high
strategic value.

Likewise, and taking into account, the need to respond to the challenges present in
the security rings, and to two of the faces of the competitive pressure generated from the
global hegemon:

« The display of power with liberal globalizing discourse in the Pacific that is articulated
in the tradition of the Carter doctrine and classical geopolitics;
« Followed by the resurgence of economic nationalism in the Trump administration

China is going to deploy two projections that can also be read in a geopolitical key: the
first, where previous movements in the accumulation of wealth and power mediated by
elements of soft power are condensed and that deploys actions that generate strengthen-
ing of the legitimacy of politics China abroad: the Belt and Road Initiative (BRI); while the
second is aimed at strengthening material capacities at the level of hard power, and which
are deployed especially from naval interests.

speed train network, it would not have happened without German technology (Ibid.).
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Eurasian interests: the Belt and Road Initiative case

As part of the dynamics of the CPP, the BRI would be part of the generation of a centripe-
tal force of a peaceful nature, which here is going to be deployed in the first place in its area
of natural interest; later expanding on its way to the Eurasia region (through the southern
and central lanes) until it reached the western end of it, to finally include Africa on the
other hand. The project would thus unfold in what the English geopolitical Mackinder
(1904) would call “Rimland”*.

Here if we remember the second ring, it can be noted that This region is beset with
issues left over from history, some reaching back thousands of years. Japan, Vietnam, In-
dia, Russia, North Korea - a tough neighborhood (Brown, 2017). However, the approach
would be deployed and concentrated on generating legitimacy via mutual economic ben-
efits; Thus, for example, for 2017, worldwide the invitation to more than 60 partners is
based on the idea: “to think of ways of engaging more with opportunities for involvement
in China and attracting Chinese investment” (Ibid.).

On this, we can find the display of interests related to attraction via the articulation
of infrastructures and initiatives, commercial, investment and financial, also materialized
in possibilities of infrastructure aimed at generating not only mobility but also economic
growth processes (processes of creation of employment - increased demand - multiplier
effect - possibility of pushing the supply and new generation of employment), and even
others from the particular perspective of Chinese cooperation.

This projection unfolds at the same time through ideas, images and representations
related to the CSP, which proposes as centrality in its rhetoric elements of mutual bene-
fit and shared gains - already present in traditional Confucianism and in the ideal of the
Tianxia system and in the At the same time, it strategically allows a deployment that in
a contemporary key would be oriented towards the return of a Chinese centrality, but
understanding the need to build institutional instances that allow better administration
and legitimacy of this initiative, such as the Asian Infrastructure Investment Bank ( AIIB)
founded in 2016.

It is in this context, by building institutionalization, that China tries to build legiti-
macy, which would be aimed at facilitating the deployment of China’s own interests, also
articulated to the generation of wealth and its relationship with the increase in power, but
also to related issues with its defense, all of which can be characterized - briefly - from two
perspectives:

1 Mackinder, H. (2004 [1904]).
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1. On the one hand, the generation of such an accumulation of power —including that
related to the possibility of using force— that allows to overcome threats immediately,
avoiding conflict, but if it is insurmountable, overcome it with the least amount of suffer-
ing. possible, as posited by ancient Chinese military writers.

2. On the other, the possibility of containing threats by positioning oneself in spaces in a
peaceful manner (the area analyzed here was traditionally seen as a necessary occupation
zone for geopolitical purposes of the great Western powers).

On point 2, it is worth mentioning some continuities present in some classic geopolit-
ical approaches:

« Mackinder™ at the beginning of the 20th century, presents a concern for the so-called
Inner Crescent, potentially at risk of being occupied by the expansion of the Pivot Area -
later Hearthland - mostly territory that would correspond to Russia (see maps 1 and 2);

« Spykman, who according to Mello (1999), focuses on the Rimland as a space to be oc-
cupied and controlled, as a form of containment to Hearthland, also stating, by turn-
ing Mackinder’s argument, that whoever controls the Rimland will control the center
of Eurasia and therefore Eurasia, and later to the world (see map 2).

In the same sense, as early as the 1970s, Brzezinski (1997) proposed containment
zones around the former USSR, specifically in three areas: the west, south and east (see
map 3).

If we compare the three previous proposals, then we find a space that: a) on the one
hand is geopolitically strategic, either as an area of possible expansion of a land power, as
an area to be contained to control said power, or as a zone that it could generate amphib-
ious potentialities; and, b) at the same time, said space meant a natural space of dispute
between great powers.

On the other hand, when observing the BRI (see maps 4 and 5), we find that, although
a correlation could be found between its geographical layout and the configurations of the
inner space, the rimland and Brzezinski’s proposals, at the same time, in the BRI there
would be two connections that would expand the game:

« One, which is deployed territorially from China to Moscow, projecting then to Amster-
dam, with which part of Hearthland would be incorporated, and also with the poten-
tial to expand towards the Iberian Peninsula; and,

2 Mackinder, H. (1996 [1919]; 2004 [1904])
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« The other that connects by sea with Mombasa (Kenya), with the potential to reach the
Mediterranean by sea.

In the case of Mombasa, it could also be projected later to the rest of the African con-
tinent in: a) its central zone — transversal central deployment in the narrowest part—, b)
towards the south of the continent, and c) towards the island of Madagascar.

While, in the case of Mediterranean ports, the BRI could also project overland to Am-
sterdam.

However, if we compare the route of the BRI and that of the old silk road and the Arab
maritime route (see map 6); there is a spatial continuity, which indicates two explanations
that are not necessarily exclusive.

« The strategic importance of the places of passage (location), of material resources,
which includes trade-production-wealth and at least since the middle of the 20th cen-
tury, strategic resources destined not only for production and transportation, but also
for security and defense (mobilization and contribution to building military capabili-
ties)

« The geographical reality that generates a drive to different political communities to
occupy this space, including modern states.

Now, resuming the proposal of the current route on the extension to Mombasa, it is
worth noting a possible projection that generates a bio-oceanic connection of the African
continent, which could reach Angola and be deployed by land or sea to the western coun-
tries of Africa and by therefore to the closest points between said continent and America,
such as the one between the coasts of Senegal and Ponta do Seixas in the State of Paraiba,
in Brazil; which would allow projecting the BRI expansion proposal towards Latin America.

The BRI proposed in the Xi mandate, to materialize, seeks articulation to the insti-
tutional field (policy coordination); While, in the field of material capabilities, these are
presented in the remaining points as a continuum of the deployment of the CPP, which
can be summarized in the generation of relationships:

1. Commercial: a space that since the Reform and Opening process has allowed gains and
therefore wealth and accumulation of power, and with the BRI there is the possibility
of increasing bilateral and bi-regional trade (with the intention of practically doubling
the volume of commercial exchange) and, therefore, to increase its own benefits for
China, as a possibility of attracting specific material resources; but also to political
wills oriented to free trade, which gain importance, even more so since the resurgent
economic nationalism of some Western powers, especially in the United States.
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2. From FDI: deployed thanks to the Chinese Go Out strategy, and that can be considered
towards economic gains, but also as a possibility of benefits for the parties involved
and, therefore, also oriented towards the increase of political relations -Strategic and
the possibility of peaceful attraction.

3. Financial deployment: space that allows the continuity of the generation of own wealth
but is also oriented towards cooperation to overcome the external restriction to coun-
tries with deficits —and / or surrounded by the interests of the international financial
system (IFS) commanded by the USA) -. This level has increased in the Xi period and
is strongly linked to the possibility of establishing deeper political-strategic relation-
ships than those that develop in the two previous levels and is deployed directly under
the state-state relationship.

Thus, the BRI and its extensions are aimed at the possibility of generating a political
articulation that in addition to ensuring a long-term relationship, at the same time can
guarantee: the supply of key resources linked to the production needs of China, but espe-
cially access to products and strategic matters in terms of complex security; such as those
that can be considered within the traditional scope of defense and those required to guar-
antee food security, for example.

Strengthening of the Maritime Projection
At this level and as a result of the pressures of competition in the Global Power, in the
Xi mandate, the strengthening of naval capacities continues. Thus, for Fiori and Nozaki
(2020) in the current WO, we already see the appearance of two new Poles, China and
Russia “that already dispute with the United States the control of the oceans of the Asian
seas, but also of the Arctic region and the Pacific Ocean itself ”.

As maritime force capabilities we can review the following table

Maritime capacity of the three main powers

Equipment US Navy Liberation Army Russian Navy
Navy (PLA Navy)

Aircraft carrier 10 2 1

Landing vessels 9 N/D N/D

Frigates 17 42 N/D

Cruise ships 22 N/D 5

Destroyers 62 25 13
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Submarines 72 Approx. 50 52
Nuclear submarines 54 nuclear attack | 8 N/D
submarines
Amphibious boats 9 amphibious 3 N/D
assault ships
Observations 4 Ohio-class sub- | *The PLAN has grown *Inherited most of the So-

marines stripped
of nuclear mis-
siles and modi-
fied to carry 154
Tomahawk land

attack missiles

into a true blue-water

fleet.

viet vessels that are being

modernized

**China’s first aircraft
carrier, the Liaoning

was commissioned into
service in 2012. While
the Shandong CV-17, in
2017, the first fully built
in China in 2017, entered
into operation in Decem-

ber 2019

**It has announced the
construction of 6 new multi-
purpose and nuclear aircraft
carriers, starting in 2023,

or 23000E, named after
Shtorm.

***The next aircraft
carrier, type 002, is
also projected (no

date confirmed)

Source: nationalinterest.org; br.sputniknews.com 2020; Fiori & Nozaki 2020; Infobae.com 2019

Own elaboration

In addition, it should be noted that the Chinese naval power, in the Xi era, concen-

trates on strengthening positions described by Brown’s second ring. Thus, coinciding with
the beginning of its mandate, in 2013, China began to build artificial islands (Spratly and
Paracelsus), in a position that is crucial for international maritime trade and has large
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reserves of strategic natural resources; and which is also of interest to Malaysia, Vietnam,
Taiwan, the Philippines and Brunei, (Fiori and Nozaki 2020); political units that in some
cases are articulated with North American interests. Interests that have been increasing
their degree of concern, since they start from the perception that:

« At least since 2018 China was “capable of controlling the South China Sea in all sce-
narios short of war with the United States.” According to U.S. Navy Admiral Philip
Davidson, a candidate to become Commander, U.S. Pacific Command (CRS 2020, 38)

« For “January 18, 2020, press report quotes James Kraska of the Naval War College as
stating that“... China has escalation dominance, because it has the power to deter any
US turn towards escalation. The US is outmatched in all of the scenarios ”(Ibid, 29)

« China’s naval power already represents a real threat to North American troops from
the South Pacific, particularly in the Taiwan Strait (Fiori and Nozaki 2020).

But China is also going to project itself on the maritime areas adjacent to the IFR in
Southeast Asia, such as the Strait of Malacca and the South China Sea where 64% of mar-
itime trade currently covers and 16 million barrels of oil flow through day, most of it to
China (Ibid.)

In addition to the above spaces, the other maritime straits (belonging to the Eurasian
Rimland area), especially the Strait of Hormuz and the Suez Canal, are also extremely
important for China and global power, which can be incorporated into China’s maritime
strategic interest. in the coming years, even more so when they are located in spaces locat-
ed in the area of influence of the BRI deployment.

However, beyond the scenarios mentioned so far, as a space for long-term continuity
and the strategic needs of the new China that correspond to respond to the Xi Jinping
government, there is a new challenge in the WO that triggers even more the competitive
pressures for global power, and that has arisen since the resumption of North American
economic nationalism from the Trump administration.

The conjuncture of competitive pressure from the Trump administration

The competitive pressure triggered in this sub-period is expressed epidermally and in
general terms in the commercial conflict; which could be interpreted rather as the mask of
a deeper competition linked to the possibility of maintaining / disrupting the global sta-
tus quo. Point, which could also be interpreted from the perspective that historically, the
leader of the system under intense competitive pressures that could disrupt the hegemony
that ensures the means of reproduction of his power and wealth, promotes the dis-config-
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uration of the created (dis) order by himself; as can be seen from the statements of José
Luis Fiori (2004; 2009)

In this sense, the trade conflict proposed by the United States against the Chinese
economy, in the last two years, is going to appear in areas related to competition for tech-
nology and the 5G* market, and the consequent applications related to the developments
of the artificial intelligence; competence in Information and Communication Technolo-
gies (ICTs); field of scientific and technological patents, and the use and development and
innovation around big data etc.; all themes whose accelerated development shoots up in
coincidence with in the Xi era.

The elements mentioned affect the field of material capacities: production - trade -
accumulation - investment - finance; security and defense capabilities; and the ability to
materialize the strategic objectives of the political projection of the states - that is, in the
concrete form of materialization of the relationship between power and wealth. Here, es-
pecially in the 5G case, there would be a relative advantage China, which from a realistic
perspective “opens a fissure for competition between states and capitals, industrial sys-
tems, with development possibilities for surveillance and warfare (Majerowicz 2019)

In this scenario, the North American pressure accelerates what was already present,
since according to Fiori and Nozaki (2020) “the world was already under pressure from
two great forces or long-term international trends, and highly corrosive: that of “systemic
saturation” and that of “ethical fragmentation” on a global scale ”.

Regarding the first, it can be noted that the type of global competition proposed by
the leader of the system to maintain the space that allows the privileged reproduction of
the accumulation of wealth-power (compared to functionalized states, or perceived as
current or future competitors) already they have been indicated in relation to materi-
al capacities. However, there are other spaces that allow maintaining-expanding-build-
ing hegemony: institutions and their relationship with the field of ideas, especially with
that specific one, referring to collective images (Cox, 1993) that allow the construction of
blocks to maintain o change the development model (images that would operate in the
medium and short term).

On this level, it can be noted that from the leader of the system, reconsiderations have
been generated about world regimes and international institutions generated as means of

3 As Majerowicz (2019) puts it, this is imminent. 5G It is the fifth generation of wireless communica-
tion systems. “By enabling the network” intelligence “of the productive and urban fabric and the domestic
sphere, 5G will promote new, deep and diffuse sources of data production ... The renewal of the global
telecommunications infrastructure will make possible, on the one hand, the deepening and extension of the
contemporary international surveillance systems of the great powers, opening space for the redefinition of
their borders; on the other hand, this renovation will consummate the status of critical civil infrastructure
as a central objective in all calculations and military strategies” (Ibid., 19).
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administration of the then called pax americana’# (Cox, 1993), which results: on the one
hand , in threats and even cut off funding to the agency by the US, or its withdrawal (for
example UNESCO and withdrawal from the UN Human Rights Council in June 2018, and
recently from the WHO); and on the other: a replica. where China assumes the leadership
space or the amounts of those funds.

Now, the scenario becomes more complex because it is not the first time that the glob-
al leader disrupts institutional spaces and agreements that he promoted as a means of
managing his global power in a legitimate way, such as in the case of the Bretton Woods
agreements and with it the intermediation for interstate negotiation for world monetary
and financial stability, for example; However, from which, both in the early 1970s and
even more so in the early 1980s, the US had the ability to align European and Japanese
partners-potential competitors to the flexible dollar system. that finally allowed it to gen-
erate a command power in the international economy, fully functional to the needs of ac-
cumulation, financing and change of the production model, while financing its own deficit
and trade imbalances (Tavares, 1985; Torres, 2015).

Complementarily, we can argue that, despite the ascending presence of the strong
player (China), still the command power of the flexible dollar system and other accumu-
lated capacities of the global leader (USA), allow it to maintain a privileged position within
the system; to which is added its enormous capacity for reinvention, such as in the case of
the resumption of its hegemony in the 80’s (Tavares, 1985) after some turbulent 70s that
even reached several analysts to foresee the beginning of its decline (e.g. Arrighi, 1999).

For these reasons, there is still a huge challenge for rising players, and which is also re-
produced in the Trump administration; and that presents a fundamental challenge for the
rise in China’s position in Global power: the Financial issue. For this, the Xi government
should find mechanisms that allow it to expand its means of payments (since the flexible
dollar does not have these restrictions); And it is here, when a question arises about the
financial potential of China for a plan that generates recovery of the functional elements
of liberal globalization (the best scenario for the Chinese interest), and the potential of
mechanisms to expand financing capacity. like the e-Rmb - still in test-.

Finally, it should be noted that based on long-term-oriented strategic analysis; by the
need to maintain order (from a perspective informed by Chinese tradition) in times of in-
creasing crisis and threats; and by the extensive challenges generated by the acceleration
by the global competition deployed from the leader of the system, the USA, and which
coincides with the Xi period; The party-state that commands the Chinese civilization state
found the need to extend the mandate of Xi Jinping, beyond explanations that are based

4 That could be characterized from its post-World War II rise to the departure of the dollar-gold standard
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on a mere agency of the actors; Since, as can be observed in this work, the actors-agents
themselves are also traversed by the very long-lasting structures of the Chinese civiliza-
tion state, and by the structural historical challenges that are condensed from the medium
term and go through the relatively fleeting conjunctures.
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1. CHINESE GLOBAL PROJECTION

ANNEXES

Map 1. The “natural seats of power” (Mackinder 1904).

Fuente:
wwwz2.johnabbott.qc.ca/webpages/departments/geoscience/ppn/Geopolitics/sldoo7.html)

Source: https://vijeshjain.files.wordpress.com/2011/08/picture1.jpg
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Map 3. Eurasian board
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Map 6. The Silk Road and Arab Sea Routes (11th and 12th Centuries)
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Chapter 2
The Party And The Leader:
From The Yan An Spirit To The Chinese Dream

Francisco Javier Haro Navejas

Abstract

This chapter is about how Xi Jinping, president of the People”s Republic of China (Chi-
na and/or Beijing) and General Secretary of the Communist Party of China (CPC), has
shaped it to access to and remain in charge of the executive power and extend his stay in
the presidency.

Its starting point is an explanation of the meaning and historical place of the Yan"an
Spirit and the Chinese Dream as means to understand how Mao Zedong and Xi took con-
trol of the party to implement their ideas and actions. Also, with a description of the origin
of the party, I do offer an instrumental concept of what the party is. Next, I state my the-
oretical approach as the gate to depict some of the dominant academic narratives on the
subject and object of the study of these pages.

Before explaining Xi’s actions, I describe some features of the CPC and describe how
the political role of the party has evolved under the leadership of Xi Jinping. The depiction
will provide the evidence to analyse the political process around the CPC and its future,
which will set the framework to debate about its prospects. Readers will find an analysis of
the context where the Chinese president fought for power and achievements.

Key words: violence, institutions, leaders, and contexts.

Yan an is a multidimensional idea

In the framework of this chapter, where the focus is not on that period or its policies, the
Spirit of Yan"an refers to a lapse, 1938-1944, when Mao Zedong conquered the party lead-
ership in the Yan”an Soviet area, the Communist Party of China (CPC) became Chinese
not ideologically dominated by Moscow, writers-intellectuals minds were “molded” (Lee
1986), and interrelations peasants-Communists were cemented. Mao did not defeat his
rivals in a full party institutional environment, like a congress.
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And yet it was the beginning of a specific way to impose ideas to rivals and negotiate
with followers, as well as a time of proto institutionalization. Under his leadership, the
CPC, his CPC, was born and an idea of a new country began to take shape, even a new per-
son was imagined. According to a historian’s perspective (Selden 1972), most problems of
this period were solved with new ways of leadership that would be a theory of that epoch
named mass line. The theory that has been recovered for later Chinese leaders; Xi Jinping
included.

In the context of civil war and foreign invasion, engagements of physical destruction
of enemies and rivals were destroyed. Destruction, as an idea and as an achievable goal to
build a new society-person almost from scratch, was a desirable outcome.

Xi Jinping’s search of the Chinese Dream, above all, means materialize what every
Chinese leader and many intellectuals have envisioned for decades: make China a civiliza-
tional state that would be a model for many countries (W. Zhang 2011) and a global power
in the international system.

Xi’s ideas and practice have been shaped in a rather different context than those of
Mao. Violence, both at home and abroad is not absent, but it has institutional constraints.
Xi, who was governor of Fujian, 1999-2002, faced violent actions against him and his fam-
ily in the sixties. From the seventies until today, his political activities have been devel-
oped in a hybrid context of institutionalization and violence. Domestically, in his dispute
for the power with Bo Xilai, there were moments of violence and the epilogue was one of
institutionalism. Internationally, around several of China’s international spatial limits,
the government has been involved in conflicts of physical violence, the South China Sea,
and India. Concurrently, Beijing tries to build international organizational power and is a
member of institutions where it can maximize its profits and has obtained some defeats,
for example, June 2020, at the World Trade Organization (WTO) by not being designated
as a market economy. Disputes with Australia, the European Union, the United States,
and Sweden have had various assorted doses of violence and institutionalization.

By mid-2020, Xi Jinping was already successful on controlling any Chinese insti-
tution. Even he has built domestic institutions, in both the government and the party.
Exerting control over every non-government actor, organized or not, is complicated and
hardly attainable. He enjoys formal and informal legitimacy, but mold actors” ideas or be-
ing linked with a social class as it was made in Yan"an it is not possible anymore. Chinese
leaders, Mao himself, have always sought to make China a global power. Xi has had the
best milieu ever and more ambition expressed in his major country diplomacy (Hu 2018).

It has to be established that the actions of the party and the relation with the leader
are beyond ritualistic behavior (Miller 2016). Nonetheless, one contention of this chap-
ter is that the CPC, as it is known today, was born in Yan”an, it does not mean it has
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not changed. To understand its evolution, some of its main tasks and features will be
presented below. Survival, permanence, and success of the political instrument depend
on its capacity to keep alive some traditions, behaviors, activities, values, ideas, and
organization.

For this chapter, the CPC is a tool to gain power, attack, and defeat enemies, as well
as to spread the word of its leader and be the actor in charge of continuing political tradi-
tions. It is an institution that has struggled for its place in Chinese society. In the middle of
the crisis around the COVID-19 pandemic, the political organization has many challenges,
its links with at grassroots level seems to be its main challenge (The Economist 2020).

Constructing academic narratives

Since the inception of modern political science studies, just not long after the Second
World War, there have been efforts to understand the central role that ideas play in socie-
tal changes (Moore Jr 1950). This long-standing social sciences problem is more pressing
regarding China, where it has said that reforms have been carried out by pragmatists,
meaning people without ideology and almost absence of ideas. What is not a historical
trait of Chinese leaders, past or present.

From my theoretical approach (Haro & Tapia, 2019), elites, armed with organization-
al instruments of action, conduct their policies based on three pillars: ideas, institutions,
and interests. These tools-variables work at the same time-space. Sometimes in different
tracks, some other times intertwined. There is a fourth pillar, political-economic actors
that, provided with old ideas they pursue their interests inside institutions. It could be
that interests make them create new ideas and institutions. It also could be that institu-
tions help actors to craft new ideas to identify interests. Actors perform according to and
in specific historical frameworks. This approach does not foresee any implosion or explo-
sion, neither of the CPC nor the political system. This chapter does not offer a political
path that Chinese politicians or citizens should follow. It is just an attempt to understand
them “on their own terms” (Lampton 2014).

In this chapter, we have an actor, the leader searching to control an institution, the
party; to make it to embrace his ideas, as presented in speeches and reports. If he is suc-
cessful in controlling the party and making it implement his ideas, he and his faction will
be able to satisfy their interests, which may or may not coincide to different degrees with
those of the people.

It has to be established that even when I consider that the party is a vital component
of the state apparatus, they are not the same kind of organization both have their logic in
the way they work (S. Zheng 1997). More important, their aims and tasks are different.
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The CPC has been rescued many times by some of its leaders, and some others have
tried to destroy it. There have been hard moments in the history of the party. Before 1949,
the most difficult year was in 1927, when the GMD looked for the physical extermination
of communist militants. After taking the power, the CPC faced its worst situation when
Mao himself, looking for recovering his place as the only leader inside the organization,
with no specific goals and questioning the political establishment, did trigger a political
movement (Harding 2011), the Great Cultural Proletarian Revolution (GPCR), that almost
made the party disappear.

The social movement that revolved around Tian anmen, 1989, led the CPC to one
crisis that seemed to announce its death. The party structure was not able to put an end to
the growing disputes between inner factions. Worst, it was not capable to offer a solution
to the social aspirations and demands. It was the decision of a leader and the action of the
People’s Liberation Army (PLA) that violently put an end to the mobilization of different
social actors.

The disputes did not end. Quite the opposite, without social pressure, they grew stron-
ger. Now the pressure was inside the ranks of the party, they were preparing to dispute the
possession of total power after the death of Deng Xiaoping, February 1997. This topic was
on the agenda of the political factions since at least 1994 (Fewsmith 2011).

The CCP has navigated between “atrophy and adaptation” (Shambaugh 2009), learn-
ing from other experiences, mainly from the former Soviet Union. It has faced and attempt-
ed to overcome historical handicaps, such as corruption, ill-trained cadres, lack of debate
and discipline, renovation of leaderships. There is a perspective (Zhang and McGhee 2017)
that explores the influence of feudalism. According to this, it has led to bureaucratism and
formalism. Chinese society, especially in the party, would prefer a tandem formed by vir-
tuocracy and loyalty over meritocracy. Another perspective (Heath 2014) explains that the
party structures suitable to drive the economic growth for more than 20 years, were not
suited for new challenges and many problems appeared, such as corruption and lack of
incentives at the grassroots level, announcing the end of the revolution.

Contrary to the analysis of most academic experts, who consider that Xi has become
the most powerful Chinese politician, almost as powerful as Mao Zedong, there is a con-
tribution (Cheng 2016) that expresses that the President and General Secretary of the
party has a prevailing role, but there are institutional constraints that contain him and
they are those emanated from the collective leadership. It not only has not disappeared,
but it has evolved. Similarly, political, and culturally exists the analysis (W. Zhang 2016)
that prompts a specific way to see the CPC. It is not analyzed as a tool of power or an in-
strument of political control on society, it has quite other qualities. The party is a tool to
exercise political power as a holistic interest party, It does not represent a single group

50



THE GOVERNMENT OF XI JINPING: EVALUATION, RESULTS AND CHALLENGES

interest, but those of all the people. From the opposite ideological corner (Lam 2018), the
CPC s seen as the “most powerful political organization on earth” that its main task is the
preservation and not change.

Xi Jinping: (auto)constructing a leader

Xi Jinping’s biography may have been one of a regular Chinese child of his time. He was
born in Beijing in June 1953. It means that, at the beginning of the GPCR, he was about to
be 13 years old. As a teenager living in the capital, it was feasible that he could be part of
the mobilizations, marches, meetings, conflicts, and some of the many expressions of the
Maoist political frenzy between 1966 and 1969.

He was not a regular person. His present augured a forthcoming life without material
or political problems. His future, since year one, was strongly oriented by party politics
and the political position that his father, Xi Zhongxun, could occupy in the political sys-
tem. Xi senior, born in 1913, in rural Shaanxi, was 20 years younger than Mao Zedong.
At the young age of 13, he was accepted member of the Communist Youth League. Two
years later, while in prison, he became a member of the CPC. For a short time, he was
part of the Nationalist army and, to escape from them, led a rebellion, which allowed
him to rejoin the Communists military forces and became an important leader in the
Shaanxi—Gansu (Shaangan) Border Region Soviet Area and after the victory his role was
significant.

He was part of the top ranks, capable of management, especially managing human
resources. First, at the end of the thirties and beginnings of the forties, he got close to Mao
Zedong, then to Peng Dehuai, and finally to Zhou Enlai. Sometimes, Xi acted as Premier
on Zhou’s behalf.

At the beginning of the sixties, the opportunities his son had been plenty as a student
in the Beijing 101 Middle School, located in the Haidian district, home of universities such
as Beida and Qinghua. However, like any other leader, even those belonging to the Cen-
tral Committee like his father, had his future linked to Mao s will. Xi Zhongxun was one of
the first victims of the plot armed by Kang Sheng (Dikotter 2016), Chinese Lavrenti Veria,
that paved the way to the GPCR. Xi was purged.

Xi senior was sent to jail and his son to work in the countryside, where he began mak-
ing a political career of his own as a party young leader. However, he did not endure his
material situation and escape to Beijing, where he was captured and sent back to a rural
area. Thanks to Zhou Enlai, the situation of the family changed. Because of his help, Xi’s
family got reunited. Xi senior was rehabilitated at the Third Plenary Session of the 11®
CPC Central Committee, December 1978.
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Their career was not easy. At some point in history, his father was on the right side
with the victorious, which was not enough to hike up again the ladder of power. Becoming
the paramount leader of China, it would take the son about four more decades. Political
mobility was slow and full of enemies.

Xi Jinping political socialization was in the framework of the political establishment. He
had a powerful father, information, training, and relations to understand how to negotiate
and build his faction with enough aspirations and abilities to claim the power of the party.

The CPC: tasks and features
The CPC has a double transcendence.

The first one is symbolic: it is a political instrument that is the heir of the Bolshevik
party, May Fourth, and Mao’s tradition. Today s leadership considers itself the intellec-
tual owner of history and its main actor. Contemporary outcomes are the product of its
ideas and actions: there is a new China thanks to and because of the CPC.

The second one is instrumental. Even more accurately, it is a multitask and multipur-
pose organizational tool. It is the formal-institutional framework where different interest
factions dispute political power. Also, it is the political and ideological guardian in liter-
ally any Chinese institution, public or private. The victory over the Guomindang (GMT,
traditionally written Kuomintang-KMT) was the product of many combats, most of them
military where organizational politics were nearly absent. The CPC, before and after 1949,
was not managed as a political tool. It was part of the military apparatus, an organization
to control masses, not to mobilize them. It is an organization to create and indoctrinate
an elite, also to discipline and punish them. Furthermore, the CPC is a component of di-
plomacy where it is a tool to establish with political parties al of over the world of almost
any ideology.

The heaviest burden on the party, leaving aside the attacks of the Nationalists, was the
permanent attempts of Joseph Stalin to control the Chinese Communists and impose on
them his political line. All that began to change permanently around the beginning of the
forties during the last century. To this day, the CPC is almost the only organization of the
Chinese state that hardly influences abroad. Chinese politicians strongly defend sover-
eignty, but it is something they have been negotiating on regular basis. Their institutions,
out of conviction and necessity, have been reshaped with foreign influence (Kent 2002),
but not the party. Something similar has happened with the PLA.

The international position of China changes. The process is not one way, but it works
in both directions. Chinese negotiation style, its demands, and its domestic reforms have
influenced and will influence international organizations. The best example is the WTO.
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First, in the long negotiation process of 14 years of China’s entry into it. Second, in ways
legal domestic reform could change the trade institution (Li 2016).

In its present form, as it was established at the beginning of the chapter, the party was
born in Yan”an inside the political context of the Rectification Movement, 1940-1944.
This party, Mao’s model, was different from the one envisioned by Chen Duxiu and Li
Dazhao in Shanghai two decades earlier, 1921. The assertion does not mean that it has not
changed. There are many changes, like those that have sought to split it from the state and
the armyj, its changing role in economics, the kind of political leadership. These and other
policy issues have changed the party and were changed by the party. There are some key
national congresses, such as the 9™, held in April 1969, that, considering purposes and
failures, was the end of the GPCR, a political event that in the official narrative ended in
1976 with Mao’s death. The tasks were to deal with the aftermath of the disordered polit-
ical process and pave the way to his succession.

The political obituary was performed during the 11" Congress, August 1977, and it was
the beginning of a sort of interregnum between Mao and the leadership of Deng Xiaoping,
formally headed by Hua Guofeng, October 1976-June 1981. The 16" Congress, November
2002, was the one where the idea of the Three Represents was carved in the main docu-
ments along with the name of its creator, Jiang Zemin. Hu Jintao, maybe with less vision
than Jiang and certainly with less power than Xi, had in the 17" Congress, October 2017,
a stage to empower his concept of a Scientific Development that could lead to achieving a
Socialist Harmonious Society.

From a larger perspective, not only the organizational one, congresses, since 1949, the
changes related to the CPC have gone through four stages: first one, 1949-1965, there was
a tension among an individual leader and different factions; the second one, the assault on
the political elite that led to almost destroying the party, 1966-1969; third, a transitional
lapse with moments of de facto multi-leadership and a hard presence of it, 1970-1981;
fourth, a transition shaped a new a strong leader, Deng Xiaoping, to a sort of collective
leadership with relatively weak leaders, 1982-2016; finally, a never seen before strong
leader arose, 2017.

Party’s stairway to the pinnacle of the Chinese power

Xi Jinping grew up in a political environment. He is what mass media calls a princeling:
children of a leader of the first generation of Chinese communists and he a member of the
fifth generation. He has had means and motifs to reach the top of power, partially, thanks
to the CPC. Xi Jinping, since childhood, began learning about the ins and outs of behind-
the-scene power.
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In the long term, accessing and maintaining power requires weaving narratives for the
upcoming history. This has been one of the distinguishing characteristics of Mao Zedong
and the party: a utopia, a Parousia (Ci 1994). In this field, Xi Jinping has been prolific:
dream, rejuvenation, a new era ... He is a “teller of stories” (Brown 2018)

For the flowers of power to flourish, there have been also physical struggles where the
protagonists have risked their lives.

The now strongest leader achieved his power by defeating his political rivals, espe-
cially Bo Xilai, and making the CPC its political instrument even before becoming Hu"s
successor. It was a battle of two men, Bo and Xi, born and raised inside the power. Not
only had knowledge, connections, and power, they had the ambition to reach political
crest.

For a long time, away from Beijing, Bo was able to build a strong political and econom-
ic force to face almost any rival and seen himself as the feasible next leader of the party
and country. Previously he was successful as mayor of Dalian, capital of Liaoning, 1993-
2000, and then as a governor of this province, 2001-2004. Then Minister of Commerce,
2004-207. His career ended in 2012, he was a member of the Politburo and party secre-
tary of Chongqing. His defenestration did open the gates to Xi”s entrance to the dominant
leadership of the party and the presidency.

The control over the party, as well as almost every political activity, it is important at
the symbolic and political levels. There are timings, rituals, and traditions. Before acting
as a president, just like his successor, Hu, in November 2012, he was designated General
Secretary of the CPC.

Controlling the party, it is not trivial. Leaders, at different echelons of the organiza-
tion, have interests, factions, power, and connections with not few political and economic
actors. CPC members mobilize material and human resources. They have built organi-
zational instruments to maintain control of society and run powerful and independent
organization from the government (Mattingly 2019). As it is possible to see with Bo Xilai,
his power, as a party leader, was stronger than local government power.

A couple of weeks after the 18" Congress, November 2012 (Gang y Shuang 2012), Xi
and his peers of the Standing Committee of the Political Bureau of the CPC made a public
appearance at the National Museum of China. The exhibition, The Road to Renewal, gave
him the context and the symbols to present some ideas about the Chinese Dream and the
rejuvenation-revival of China.

His public appearance at the exhibition was a display of power: the strongest men of
the party were with him and his speech was not of the incumbent president, but his own.
It was a planned discourse not for the time being, but something foreseeing him as the
next president. Xi has arrived at the congress almost as strong as Hu Jintao. He was able
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to concentrate on the decision-making process and had built institutions, like a national
security council and a command to deploy the PLA if necessary (Cheung 2017).

Xi ascended with ideological tools, such as the Chinese Dream and the rejuvenation
of his country. He was clear about his combat against the corruption of any corrupt offi-
cial. This policy was a means to amass power, therefore an instrument to weakened po-
tent competitors (Yuen 2014). Another pillar of Xi’s politics is in the international arena,
where he is promoting a model that could be adopted by other countries (Economy 2018).

The 19" Congress: Xi Jinping in full charge

Combat against corruption, as a way to strengthen his power and defeat possible followers
of Bo, was kept for several years after his fall. At some point (BBC 2017), security officials,
Liu Shiyu made public a group of politicians that allegedly attempted to overthrow Xi
from power. It was just at the same time as the 19" Congress, October 2017. This event
was transcendental in Xi”s search for total control of the party. Nothing better to show his
strength than to present powerful enemies completely defeated.

In the ideological realm, Xi delivered his most important political speech to that date
(Xi2017). His starting point is to establish that the goal is to work tirelessly to achieve the
Chinese Dream of National Rejuvenation. The main group of ideas, his contribution to the
ideological pantheon of Chinese communist politics, where he, as the General Secretary,
established some points about the Thought on Socialism with Chinese Characteristics for
a New Era: accomplish socialist modernization and national rejuvenation, promoting hu-
man development and prosperity for everybody is a goal, his proposal fosters confidence
in socialism with Chinese characteristics: path, theory, system, and culture

If at the end of 2012, not even being the President, Xi took organizational control of
the party and imposing his ideas on it, in the 19" Congress was the place where he made
the dominant political elite embrace his theoretical input that from then on and to the end
of times will be imprinted on every major document of the party:

The Thought on Socialism with Chinese Characteristics for a New Era builds on and further
enriches Marxism-Leninism, Mao Zedong Thought, Deng Xiaoping Theory, the Theory of
Three Represents, and the Scientific Outlook on Development (Xi, 2017).

As any Chinese report to the party, it is hardly different from every government report.
The person presenting the report to the party or the National People”s Congress (NPC) is
the same person and some leaders are in both institutions. However, the first one is essen-
tially politically oriented, it is designated to perform political action. It is not technical at
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all. Even when it is expected allegiance to the party from everybody, not all of them belong
to it and their place and responsibilities in the political system are not the same.

According to the report, the party is the leader in every field. Its leadership is based on
a specific interpretation of history, the place the CPC has played in every historic process,
and what happened since 1838. People create history and the future of the party and the
country depends on them; however, in the end, the political elite has to organize and en-
courage the people to follow the CPC.

Reports offer a glimpse of the leader’s aspirations, his yearning to see his name arm
to arm with that of Mao Zedong. But what lies deeper is a written expression of changes
already in progress. It is illustrative of the 16" Congress where the dominant concept was
the Three Represents that brought social classes back to economics from a positive per-
spective (Y. Zheng 2006). Like those of its predecessors, Xi’s report is a layered message
delivered to many recipients.

What can be superficially seen as a mere group of empty words, it is a set of ideas that
have given and gives legitimacy to the party. His report is a complex political line that
militants must follow. At an ideological level, the Chinese leadership feels at ease talking
about democracy. The word is mentioned almost 40 times in the report related to the
society and the party, even he says that democracy is a people’s demand. Expressly, Xi
stresses that they develop a consultative democracy. At a material, pragmatic level, his
report, that was made on behalf of the 18" Congress, sends a multiple meaning message:
enemies are defeated, arrangements between factions have been reached, and he is the
paramount leader.

Xi has built his power defeating his rivals, sometimes in campaigns against corruption
(Feng 2016). Also, he has promoted the mass line and consultative processes as a means
of engaging with the population (Dickson 2016). He has been able to act on every political
front and has not hesitated when it has been necessary to not only face his opponents but
attack them. Xi has proven himself capable of using any means at his hand, mobilizing
every legal institution and the official media.

If we study Deng Xiaoping’s political career, mainly after 1978, it is possible to see
that holding posts means no real power. He had no official positions and yet concentrated
power until the very end of his life. Even Mao Zedong was not fond of being in charge of
executive power, which did not prevent him from being the power in China. On the oppo-
site side, Hua Guofeng, from 19765 to 1981, holds the strongest positions in the country,
and yet he was the weakest Chinese politician after 1949.

Xi Jinping has power and positions. He holds several political positions (Chan 2017).
Since November 2012, he is the General Secretary of the Central Committee of the CPC;
from around the same date, took office as a Chairman of the Central Military Commission;
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before ascending to the presidency, began running to groups to be in charge of interna-
tional affairs as Leader of the Central Leading Group for Foreign Affairs and Leader of the
Central Group for Taiwan Affairs; in March, 2013, he became president of China; later
that year, he began being the Leader of the Central Group for Comprehensively Deepening
Reform; as an antagonist institution of the American National Security Council, China has
the Central National Commission whose chairman is Xi and began working in April 2014;
founded also in 2014, the Central Leading Group for Internet Security and Information in
charge of internet security is headed by him; he worked on military changes in 2014 and
2015 as a Leader of the Central Leading Group for National Defense and Military Reform
of the Central Military Commission; he leads the Central Leading Group for Financial and
Economic Affairs, it exists since 1992; in military affairs Xi is the Commander-in-chief of
the Joint Battle of the PLA and Chairman of the Central Commission for Integrated Mili-
tary and Civilian Development.

Amending the Constitution: timeless power

To fully understand the political weight of the leader inside the political system, I pres-
ent the major amendments of the Constitution of the PRC. Instead of presenting those
changes made on the party documents, I have chosen that option because it will permit
the readers to see two political elements: how the decision-making process works and the
place of different actors inside the system.

Chinese high-ranking cadres negotiate his ideas in the framework of small and infor-
mal groups, then present their ideas as thoughts or theories to the wider public in a speech
in a politically significative event, then it reaches the public through media, and finally,
it gets stamped in official documents both form the CPC and the State. It can be in both
executive and legislative powers documents.

That has been the road followed by all relevant changes.

Before the Constitution was amended in the NPC, for an unknown time, Xi moved his
pieces. Imposition and negotiation threaten, and promises, sometimes mixed, were made
to conduct a successful process for extending time limits to serve as president: from four
years and two terms to administrations with no time limits.

China has had two constitutions. In 1954 the new regime finally took constitutional
form and in 1982 a rupture with the so-called radicalism of Mao Zedong took place.

The 1982 Constitution has been amended at least ten times. Main amendments have
been (Xinhua/China Daily 2017):

« The 14" Congress, October 1992, included two of Deng Xiaoping’s ideas building so-
cialism with Chinese characteristics and one center, two basic points.
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« In September 1997, the 15%, NPC congress persons rewrote the legal text and put to-
gether Deng Xiaoping with Mao Zedong and Karl Marx with his idea of building so-
cialism with Chinese characteristics.

« In November 2002, during the 16" NPC Congress, Jiang Zemin made the congress-
persons incorporate his proposal of the Three Represents.

« Hu Jintao, compared with both Jiang Zemin and Xi Jinping, was a minor protagonist
and a weak politician, during the 17" Congress, October 2007, added the approach of
the Scientific Outlook on Development.

» Five years later, in the 18" Congress, November 2012, wrote a paragraph adopting
Marxism - Leninism, Mao Zedong Thought, Deng Xiaoping Theory, the Three Rep-
resents and the Scientific Outlook on Development as the party’s action guideline. The
idea of an ecological civilization development was added.

« At the most recent congress (S. Zheng 1997), the 19, October 2017, the new element
was the idea of the current president: Xi Jinping Thought on Socialism with Chinese
Characteristics for a New Era. As well as the idea of the rejuvenation of the nation.

Today, regarding political-ideological amendments, the Chinese Constitution appears
in the following form. Not changing the bold font of the source, I recover this long para-
graph because it is a synthesis of almost four decades of political changes. It is a picture of
the groups and their leaders; it is the legal outcome of political fights inside the party and
the state:

Under the leadership of the Communist Party of China and the guidance of Marxism-Le-
ninism, Mao Zedong Thought, Deng Xiaoping Theory, the important thought of Three
Represents, the Scientific Outlook on Development, and Xi Jinping Thought on
Socialism with Chinese Characteristics for a New Era, the Chinese people of all
ethnicities will continue to adhere to the people’s democratic dictatorship and the socialist
road, persevere in reform and opening to the outside world, steadily improve socialist in-
stitutions, develop the socialist market economy, develop socialist democracy, improve the
socialist rule of law, apply a new vision of development, and work hard and self-re-
liantly to modernize the country’s industry, agriculture, national defense, and science and
technology step by step, to promote the coordinated development of the material, political,
spiritual, social, and ecological civilizations, to turn China into a strong modern so-
cialist country that is prosperous, democratic, culturally advanced, harmonious, and
beautiful, and to realize the great rejuvenation for the Chinese nation.” (National
People’s Congress 2018).
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Before going any further, it must be stated that the constitution has suffered many
kinds of changes, those depicted above. As transcendent as the political features, have
been those related to property and use of land. However, this chapter deals with politics,
the relation leaders, and the party; therefore, those changes are not considered here.

The changes presented here followed the pattern explained previously: leader-small
group, leader-speech in a political event, media, and official-legal documents. In the pro-
cess, the CPC appears like an intermediary, part of the political machinery. The party and
its elite polish and spread the discourse of the leader and became the tool to convince-force
other actors to embrace some ideas and transform in the constitutional text.

By a way of reflection: The future is not an omen written

on an oracular bone or a constitution

Facts: Xi Jinping, the benevolent Xi Dada, defeated every visible and dangerous enemy.
He, doctored in Marxism, feels comfortable quoting and explaining Confucius, is the par-
amount leader. Xi, that has had almost every important position in the bureaucracy, cre-
ated new institutions, existing offices were not enough to run. He is the President of the
republic and the General Secretary of the party, but also he is in charge of humble offices
devoted to the internet that in the Chinese environment are becoming transcendent. Com-
pared with Mao, who had Zhou Enlai as his expert on international affairs, Xi has been
more successful in becoming a global leader. Fond of reading and showing everybody how
great a reader he is, Xi has demonstrated he is a constructor of discourses and stories.

Xi Jinping is a continuator of the political traditions of his predecessors: he behaves
similarly, respects, and strengthens their discourse, but he has also improved, strength-
ened, and changed it. Although he is weakening some aspects such as the temporary lim-
itation of the presidency. His contributions are that his ideas y policies aim to guarantee
the prevailing social status quo. Furthermore, it ensures the dominance of the elite and
its political instrument, the party. This institution will continue to be the essential tool to
dominate, but also to resolve differences between political factions within an institutional
framework. This will be more stable thanks to a strong political referee with great power
they have as a General Secretary.

The great difference between the dominant elite led by Mao and the current one is that
the first elite mobilized and confronted the masses among themselves, but also with their
leaders, who in turn were also encouraged to fight each other. The elite led by Xi, who
descends from Peng Dehuai, Deng Xiaoping, Jiang Zemin, and others, is a staunch enemy
of mass mobilization. It is a market advocate and citizen political participation outside
the framework of the state and the party distress it. History and its results, whether or not
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embodied in rules and laws, is not a straight line, nor is it a cycle. It has been built based
on interpretations of the past and the relations of force between warring factions.

The future of the party and China is shaped by the actions of society, but also by the
ideas-institutions of the leaders and their intellectuals who, with new narratives, rebuild
the party and the country. Mao was born and lived in times full of violence and lack of in-
stitutionalization. As a leader, he relied on political activities outside institutions to make
them and their leaders serve him. He did not hesitate to weaken organizations to have
power.

Xi, without shying away from informal struggles and negotiations, tends to seek in-
stitutionalization as a means of both achieving and maintaining power. In addition to the
different levels of institutionalization, the state of the Chinese economy and its place in the
world, the global context, until now, allows forecasting, although the uncertainty, without
being the same, is not less.

The forecast, based on available information and his interpretation, has been key for
Xi to seek and achieve the maximum possible power, especially the extension of the pres-
idential mandate. Internally, centrifugal forces, both inside and outside the party, pushed
to rise instability. Externally, along with the desire for more power, Beijing increases the
number of rivals and enemies, sometimes deliberately. The sequels of the Corano-
virus-19 pandemic are yet to be seen; it is too soon to be analyzed related to the issues of
this chapter.
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Chapter 3
Xi’s foreign policy, from Chinese Dream to Community
of Common Destiny: speech, strategies and institutions

Raquel Ledn de la Rosa and Emilio Calderén Mora

Abstract

The next chapter reviews the transformation of Chinese foreign policy after the arrival of
Xi Jinping. During these years, President Xi’s speech has focused on the construction of
the Chinese Dream, from the interior of the country through the eradication of poverty, as
an example to the world about the functionality of the Chinese development strategy. This
has allowed the creation of strategy and institutions that ensure the positioning of China
as a global power and at the same time strengthen the discourse of the construction of the
Community of Common Destiny.

Keywords: Chinese foreign policy, Chinese Dream, Community of Common Destiny.

Introduction

Nowadays, China develops a strategic role on international politics. The idea of a peaceful
rise has been overtaken by the prominence of China in international forums and in the de-
sign of institutions with global impact. The long-term planning of Chinese domestic politics
and its impact on foreign policy, together with the key events in the international economy
of the 21st century have led to China closing the international positioning gap with the Unit-
ed States, resulting in a multipolar world determined by two powers of global impact.

This scene is nurtured with the figure of one of the most powerful men of the be-
ginning of this century, Xi Jinping. Within the history of the People’s Republic of China
(PRC), Xi is emerging as one of the most important leaders, alongside Mao Zedong and
Deng Xiaoping. While Mao laid the ideological and political foundations within, Deng the
reform towards openness, Xi embodies Chinese leadership within the empty spaces of
power and institutional failures within the international system inherited from the end of
the Cold War.
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To understand Xi’s leadership, it is important to highlight two important points: first,
the lineage to which Xi Jinping belongs, and second, the transformation of his mandate.
In the first point, the Xi Jinping is a kind of heir to the Chinese revolution led by Mao, due
to the role played by his father in this whole process. Therefore, his background with the
revolution starting from his life in Shaanxi and his work in the internationalization pro-
cess of China by being the government representative for the 2008 Beijing Olympics are
solid foundations towards building a very strong image. within the history of the Chinese
leaders. Added to this is the fact that Xi assumes the general secretariat of the PCC and the
presidency of China at a time when the country had already shown muscle at the interna-
tional level in the face of the crisis of 2008. Although the previous leaders from Deng to
Hu They had created proposals and theses, a thought had not been developed as a direc-
tive of the party, and therefore of the Chinese government. David Shambaugh defines Xi
as “a genuinely tough ruler and strong leader- just what many believe China needed after
the eight lost years of drift under his predecessor Hu Jintao. Xi exudes self-conviction and
personal confidence” (2016, p. 118).

Given this, this chapter seeks to give an approximation to the understanding of the
Chinese position from the arrival of Xi Jinping as leader of the Chinese Communist Party
(CCP) and president of the PRC, this through discourse and the creation of institutions
from the inside out. outside, starting from the construction of the Chinese Dream as a de-
velopment model in the first part of Xi’s mandate, and how in the second part of his man-
date, this discourse has allowed the consolidation of strategies and institutions abroad
through the idea of the Community of Common Destiny.

To address this issue, it is proposed to insert the concepts of discourse, strategies and
institutions into Chinese foreign policy. This to understand the prominence of discourse
and pragmatism, as a mechanism of legitimacy and positioning in the Chinese political
structure from the inside to the outside. The second section describes in a general way the
foundations and construction of Xi Jinping’s foreign policy, who has redefined Chinese
institutions through a new communism with Chinese characteristics for the 21st century.
This as a preamble to the analysis of what the Chinese Dream is. To describe this part, the
Chinese Dream is proposed as a first phase within this country of development, legitimacy
and empowerment of the figure of Xi, as the father of 21st century China. In a following
section, the triumph of the Chinese Dream within China and its internationalization pro-
cess are rescued through speeches and specific actions that have resulted in the promotion
of the Chinese development model under the idea of the Common Destination Commu-
nity. Finally, some conclusions regarding the process and the future of this positioning
strategy are presented.
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Understanding Chinese Foreign Policy through basic concepts
(speech, strategies and institutions)

Over the years, Chinese foreign policy has been built on a systemic and hierarchical
dynamic. It is said that it is systemic since it evolves and feeds back from inputs and out-
comes, where the internal conditions of political structures have generated a series of
discourses, strategies and institutions that generate an impact on international politics
and, in turn, The effects of these actions and the changes within the international system
feed back into Chinese politics. On the other hand, it is hierarchical because the most
important Chinese structure is the CCP, the actor that determines the government of the
PRC. Therefore, the CCP-PRC relationship allows a rigid and hierarchical structure that
conditions the internal and external politics of this country. However, despite mentioning
feedback from outside, it should be noted that the structure evolves without jeopardizing
the legitimacy of the CCP.

The result of this dynamic is the construction of its foreign policy based on three el-
ements: international status quo, the loss of influence of Marxism-Leninism and a tradi-
tional conception of sovereignty, and four pillars: the maintenance of territorial integrity,
being recognized by the international community as the only Chinese government, to pro-
mote the economic development of the country and increase its prestige at the interna-
tional level (Rios, 2005).

At the same time, it seems that the evolution of this historical dynamic has led the
PRC’s strategies abroad to consolidate these three elements and four pillars. This is how
the 21st century and the leadership figure of Xi Jinping make sense in this global posi-
tioning. However, as mentioned, it is important to highlight the concepts of discourse,
strategy and institutions within politics and international relations.

Within diplomacy, speech plays a critical point, since being of a social nature its main
role is to be able to achieve a goal through conviction. The discourse must be understood
from three approaches: “the formalist identifies it with any enunciation superior to the
sentence; that of communication, where the subject of the enunciation elaborates its lan-
guage with a view to an addressee; and the sociological approach, which is linked to its
social practice” (Galindo cited in Concepcion Montiel, 2010). On the other hand, Torfing
(1998) rescues two exponents of postmodernism, which are Derrida and Foucault, to em-
phasize that the discourse must be analyzed from the context-dependent and historical,
since it recognizes the importance of subjectivity at the time of interpretation of the same
and the way in which it is legitimized through institutions.

Therefore, through this dynamic, the speech will have the following characteristics
according to its objective and interpretation:
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« Itis an instrument of social power and domination.

« Create a sense of identity with society.

« Itis the result of the relations of force that exist in social reality.

« It generates political argumentation through an ideological weight.

As a result of this is the importance of political language and its impact at the social
level, and, therefore, its impact within international relations. According to Edelman, it
mainly has four characteristics:

The political language that describes the political reality has the following characteristics: 1)
It is ambiguous but one presents a critical facet, 2) It generates and reinforces beliefs about
who are allies and who is enemies, creates a show that encompasses aspects of a certain prob-
lem or crisis , 3) It has very little influence on the well-being of the people, but benefits on the
legitimization of the regimes, 4) It is reconstructive with the past, evokes the present with
unobservables and potentially looks at the future (Endelman quoted in Concepcién Montiel,
2010, p .24).

It is important to rescue each of these characteristics mentioned above, since in the
Chinese case they are important to achieve internal and external legitimacy. The conjunc-
tion of these elements allows us to speak of a strategy by the Chinese government in the
way in which it builds and develops a strategy. Given this, it is important to define what a
strategy is. Great strategy means:

An overarching strategy summarizing the national vision for developing, applying, and coordi-
nating all the instruments of national power in order to accomplish the grand strategic objec-
tives, viz., Preserve national security; bolster national economic prosperity; and promote na-
tional values. Grand Strategy may be stated or implied (U.S. Army War College, 2004, p. 158).

This traditional definition identifies three key elements for Chinese foreign policy: se-
curity, economy and promotion of values. However, currently, the Chinese economy and
positioning through foreign investment, allow complementing this idea of grand strategy
with the role of the economic and an element that China is a power today. The importance
of technological innovation has created bases towards the consolidation and / or increase
of the status quo of this actor within the international or regional system (Mearsheimer in
Roberts, 2013). This point summarizes an aspect of utmost importance for the countries
in the 21st century, since technological innovation is vital in the current international
agenda and China is present on this issue.
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One way to materialize this strategy is the way in which China creates institutions inside
and outside its territory, generating a greater degree of legitimacy in international politics.
To theorize this aspect, the concept of institution is rescued from the constructivist ap-
proach within International Relations. Within constructivism, it is important to point out
the difference between institution and norm. In the case of the first, it is defined as “a rela-
tively stable collection of practices and rules that define appropriate behavior for a specific
group of actors in specific situations” (March & Olsen, 1989). Therefore, the particularity
that the institution will have with respect to the norm will be that the institution generates
structure and interrelation, while the norm only refers to behavior. At the same time, the
standard is identified as guidelines for conduct or action endorsed by society, classified into
two. The former constitutes the actors, that is, they impact on identity, and the latter are
regulatory, ordering or prohibiting behavior (Santa Cruz, 2013). From this relationship, it
is understood that “the international structure is determined by the distribution of ideas,
which in turn endows the world with structure, order and stability” (Finnemore & Sikkink,
1998, p. 894). At the same time, within this dynamic between norm and actors, such as the
State, the practices of the actors can modify the norms and, in turn, the structure of the
system (Santa Cruz, 2013). The result is the “life cycle” proposed by them - emergence, ac-
ceptance and internationalization-, and the way in which this becomes a factor of “balance”
of the international structure (Finnemore et al. 1998; 2001).

Therefore, for the case study, it is of utmost importance to rescue the discourse and
the institutions as elements within the Chinese strategy for its positioning at the interna-
tional level and, also, as two key elements within its foreign policy.

These elements have been investigated within the studies of China, there are works
that emphasize the importance of understanding China and its discourse on the interna-
tional scene, since the interaction or the increase of activities between China and some
regions of the world, not they ensure a full understanding. Similarly, clear patterns, strat-
egies are identified, depending on the public, and how over time it has been perfected
(Creutzfeldt, 2018).

The result of this is visualized with diagram 1, where the relationship between these
four elements is shown: strategy, foreign policy, discourse and institution. The diagram
cyclically determines the evolution of the construction of Chinese foreign policy, where the
main actor is the Chinese government, which generates a positioning strategy. It should
be noted that this positioning strategy, most of the times is designed to create an internal
and external policy agenda in the search for the same results, which is legitimacy. There-
fore, foreign policy is used as a channel for the first step towards the materialization of this
strategy. From there, in a second moment it begins to socialize with the rest of the actors
within the international system, already through positioning in State visits and / or inter-

69



3. XI'S FOREIGN POLICY, FROM CHINESE DREAM TO COMMUNITY OF COMMON DESTINY...

national or regional forums where the Head of State participates, to later be reaffirmed by
the entire Chinese cabinet and diplomatic corps, as a kind of re-senders of the message
worldwide. This generates the life cycle mentioned by Finnemore & Sikkink, to make way
for the construction of institutions, which in turn give structure to the international sys-
tem. In this case, this type of Chinese behavior has been visible since President Xi’s early
years. It is worth mentioning that from the Chinese opening to Hu Jintao, it was limited
to the discourse because the conditions for greater prominence were not fully developed,
such as the Chinese positioning at an economic level and the loss of spaces by the United
States. The result of this is the Chinese ability to propose institutions within the interna-
tional system and move towards new governance dynamics on crucial issues on the inter-
national agenda. As a last step, the creation of these institutions and their implementation
allow the Chinese government to strengthen its foreign policy pillars, mainly by creating
an image of legitimacy inside and outside China.

Figure 1. Construction of Chinese foreign policy in the 21st century.

Chinese
government

legitimacy Paositioning strategy

Institution Foreing policy

Source: Own elaborated.

These concepts identify the relevance of studying the evolution of foreign policy, where
discourse has always been a key element and that now, with changes in the international
system and within China, this State has the ability to create institutions, a characteristic
element of Xi Jinping’s mandate. Taking care of these conceptual elements, the current
context of foreign policy is rescued with the objective that the analysis is achieved in the
last part of the chapter.
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Building Xi’s foreign policy

Within the continuity of Chinese foreign policy, the arrival of Xi Jinping to the govern-
ment of China has left important points. First, it is important to review the evolution of his
mandate and understand the correlation between domestic and foreign policy in China,
thanks to its political system.

In the case of the evolution of his mandate, the first period of Xi’s government was
emphasized in proposing a series of reforms that would resolve the main issue on Chi-
na’s agenda, the sustainability of the Chinese growth model, which for the years of 2014
as of 2015 it was beginning to create a slowdown below 6.7%. Therefore, a set of eco-
nomic reforms was established to boost the Chinese economy in the face of the mid-
dle-income trap and its implications on the legitimacy of Xi’s mandate and the structure
of the PCC, as axes of Chinese policy. All this, in order to keep the Chinese parastatals
that were beginning to behave unhealthy for the Chinese economy, for which they were
referred to as zombies. So, these reforms were mainly focused on combating four as-
pects: eliminate excess capacity; reduce costs (for companies); reduces excess housing
stocks; and (iv) contain financial risks, resulting in 250 reforms (Bredsgaard & Rutten,
2017). The establishment of all these strategies was accompanied by an important point,
which could be considered the first phase of Xi’s mandate, which are the moments prior
to the 19th party congress in October, 2017, where the PCC polburo China’s future and
Xi’s succession. Therefore, these first five years of mandate are the establishment of the
foundations towards the construction of Xi’s legacy through a strategy of internal and
external impact towards legitimacy called China to “grow strong” (5& #£O giang qilai),
which in turn is reflected in the discourse of the new era where the creation of the “Xi
Jinping Thought on Socialism with Chinese Characteristics for a New Era” - into the
party constitution (Stanzel, Doyon, Holbig, Mittelstaedt, & Sautin , 2017). Resulting -
institution, the constitutional reform of the indefinite term in March 2018, at the Na-
tional People’s Congress.

This is how Xi has managed to give a stamp with constitutional impact in China, which
puts him at the height of Mao Zedong. The emergence of Xiism with the idea of the new
era is based on the idea of “socialism with Chinese peculiarities in the new era”, where
Xi highlights fourteen perseverances from the party towards other Chinese institutions.
Within these fourteen points, which rescues the idea of strengthening the party as the
most important institution in the Chinese structure and for development within the coun-
try. At the same time, there are elements within these points related to sensitive issues,
such as reunification with respect to Taiwan and the principle of “one country, two sys-
tems” with respect to its Special Administration Regions. In the part related to foreign
policy, point thirteen mentions the idea of “a community of common destiny with hu-
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mankind” based on a peaceful international environment and a stable international order
(Xinhuanet, 2017).

There is a debate on the relevance of the existence of “xiism”, according to Rios “a
priori, its main virtue is the accurate apprehension of the moment the country is experi-
encing, the identification of its challenges and opportunities and the expression of a firm
will to take advantage of the historical moment”(2018, p. 24). Under this perception, there
is debate about how Xi’s leadership may or may not leave a mark on the history of China
and even the world. Beyond the constitutional reform of 2018, an important point is how
China reaches two key moments in the future: 2035 and 2050, as the two dates for the
completion of Chinese modernization, dates that are linked to both. following sections. It
should be noted that the year 2020 is a decisive year at this point for Xi, because simul-
taneously, as well as COVID19 infections in China, the news of the fight against poverty
was released, where a 300-day program. According to the Xinhua agency, there is the
following plan: “By the end of this year, China will have lifted about 100 million people
out of poverty, 10 years ahead of the goals set in the United Nations 2030 Agenda for Sus-
tainable Development to end global poverty by 2030”(Xinhuanet, 2020). This is a very
important point in the way in which China uses strategies and discourses for its internal
and external legitimacy, which is why the internal and international Post-COVID19 agen-
da is decisive in “xiism”.

Throughout the term of President Xi, there is a continuity in the speech and even
during the first years a continuity in the way in which the main axes of Chinese foreign
policy were disseminated. Figure 2 shows the platforms for the dissemination of Chinese
discourse towards the materialization of Chinese institutions in the region and globally. In
an annual dynamic, there is a key starting point for the launch of the strategy, which is the
national congress of the Chinese Communist Party, which is held in the month of October,
from there the dissemination of the speech begins with a series of forums as it is: APEC
in November, Davos Forum at the beginning of the year and Boao Forum in March, as
the permanent venues where President Xi has participated most of the time. In this case,
internally there is a moment when the discourse is reinforced internally with the National
People’s Congress in March of each year. Without neglecting alternative forums or spaces
that may occur throughout the year, such as: BRICS Forum, Belt and Road Forum, United
Nations General Assembly or regional forums, that is, China with Africa, Latin America,
etc.. It should be noted that the economic issue has been the one that has led Xi Jinping’s
China, where globalization, cooperation and development are concepts that President Xi
emphasizes in his speeches in these spaces, creating a global position that legitimizes this
Chinese space on the international agenda in the face of changes in the United States and
the trade war that these two countries are experiencing.
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Figure 2. Chinese foreign policy annual discursive spaces.
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This annual dynamic has allowed the continuity of the discourse and the material-
ization of institutions such as: the Asian Bank for Infrastructure Investment (AIIB), the
Belt and Road Initiative (BRI), and the Regional Comprehensive Economic Partnership
(RCEP). If we review the process in which each of these institutions has been created, we
can identify a process of continuous discourse in which Figures 1 and 2 can be mixed to
understand the evolution towards the generation and implementation of each of them. In
this case, the guideline arises from the instances of the party and then begins to disperse,
a forum that has always been key to this process is the APEC, since 2014 it has been the
scene where these three institutions have been discussed and formalized, as Marc Lan-
teigne points out:

...the AIBB suggested that China is becoming more comfortable with developing new econom-
ic organizations which do not necessarily include the West... In addition to the AIIB plans, at
the landmark summit of the APEC forum in Beijing in November 2014, President Xi promoted
the revival of a Free Trade Area of the Asia Pacific (FTAAP)... it was at the same APEC sum-
mit that President Xi suggested the “Asia Pacific Dream” for the region to match the China
Dream... Beijing, however, has spearheaded another potential cross-Pacific free trade regime,
the RCEP (2020, p. 45).

Similarly, at this 2014 meeting, an amount of 100 billion dollars in infrastructure
was announced for the BRI. Since then in the case of APEC, the meetings from 2014 to
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2018 have been important in Xi’s speech to strengthen BRI beyond the initial proposal,
achieving greater formalization with the establishment of the BRI Forum. This forum
had its first realization in 2017 and its second in 2019. This type of strategies to institu-
tionalize the BRI have even served to make the same strategy transparent, which is one
of the most important to materialize by the Xi government. On the eve of the second fo-
rum, the American think tank Center for Strategic & International Studies CSIS defined
this forum as:

President Xi Jinping will welcome leaders from 37 countries and delegates from over 150
countries at the second Belt and Road forum in Beijing. Chinese officials aim to use the gath-
ering to help repair the Belt and Road Initiative’s (BRI) brand—which scandals have tarnished
since the first forum in May 2017—but promises for reform will require further monitoring
and scrutiny (Goodman & Hillman, 2020).

In this perception of the BRI Forum, we identified its evolutionary process through the
annual discursive dynamics of Chinese foreign policy, since the search for transparency
and even the increase in participating countries, since in the first forum 29 representa-
tions attended, increasing for the second forum.

As mentioned, all these strategies and institutions have a common thread at the dis-
cursive level, the proposal of this chapter is to delimit it into two discursive phases: the
first, the Chinese Dream and the second, Community of Common Destiny. Each one will
be explained below.

First stage: Chinese Dream based on infrastructure for development

Before defining what the Chinese Dream is, it is important to rescue some concepts within Chinese
history that mark key points to understand where China is going in the 21st century. Chinese prog-
ress is linked to the concept of Shengshi Zhongguo Bt H1[E, which refers to the flourishing age.
Although recent Chinese leaders have appealed to return to historical and philosophical aspects to
explain the way in which China shows itself to the world today, there are doubts about whether
China is really experiencing a new stage of shengshi. Wenhsin Yeh notes that:

The country, in its own reasoning, is building a society of ‘socialist xiaokang’. This term re-
quires translation into Western social science terminology. It also implicates any descriptive
analysis in the teleology of progress. Shengshi, by contrast, predates socialism as a Chinese
idea and is relatively free of ideological underpinnings. The talk of shengshi however sets off
regional as well as global alarms of the resurgence of China as a daguo ho (big country): the
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place it had traditionally reserved for itself in the days of tributary empires and Confucian
civilization (Yeh, 2011).

Within this debate, a point that is rescued is the idea of China as a large country, which
has to do with sinocentrism. Similarly, the concept of “society of socialist xiaokang” has
been taken up by Xi Jinping in the Chinese dream. In Xi’s book “The Governance of Chi-
na”, the structure of the book focuses on explaining the Chinese dream.

In the first part, it explains in the following way what is socialism with Chinese char-
acteristics:

... is pure socialism and nothing else. The basic principles of scientific socialism must not be
abandoned; otherwise it is not socialism. What doctrine a country may choose is based on
whether it can resolve the historical problems that confront the country. Both history and
reality have shown us that only socialism can save China and only socialism with Chinese
characteristics can bring development to China. This conclusion is the result of historical ex-
ploration, and the choice of the people (Xi, 2014, p. 24).

This quote from Xi is the basic foundation of the first phase of his mandate, since
to build his discourse towards the institutionalization and legitimization of the Chinese
dream, he rescues the ideological basis of the party and its predecessors to justify the need
to institutionalize the Chinese process towards the ideal of the great country. In the same
way, the historical allusion of the Chinese traumas from the Opium War to the “rejuve-
nation of the Chinese nation” and the greatness of the CPC, which in 2021 will celebrate a
centennial of its foundation, is constantly used.

In his early speeches, Xi defines the Chinese dream as:

Everyone has an ideal, ambition and dream. We are now all talking about the Chinese Dream.
In my opinion, achieving the rejuvenation of the Chinese nation has been the greatest dream
of the Chinese people since the advent of modern times. This dream embodies this long-cher-
ished hope of several generations of the Chinese people, gives expression to the overall inter-
est of the Chinese nation and the Chinese people, and represents the shared aspiration of all
the sons and daughters of the Chinese nation.

As mentioned, the foundation of the Chinese dream speech, which is released in 2012,
focuses on the Chinese people. Therefore, this is where the bond is built and the idea of
“society of socialist xiaokang” is strengthened, where the growth of the Chinese middle
class is a fundamental aspect for the materialization of the Chinese dream.
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Today, the Chinese middle class has grown considerably. This phenomenon has been
related to the annual income of the growing middle class, ranging from $ 6,000 to $ 25,000
USD. On the other hand, for 2016 this group represented 60% of the urban population
(Song & Cui, 2009). As a result, Xi Jinping has used the slogan of the Chinese dream as a
strategy to legitimize the Chinese model against globalization. This has been strengthened
with the “New Normal” as an axis of the 13th. Five-year plan. The “New Normal” is a so-
cioeconomic plan to implement fundamental reforms to ensure long-term sustainability
(Huang, 2015). Some of these axes are related to population, the improvement of people’s
quality of life, towards the construction of a “modestly affluent society” (Magnier, 2015).

Figure 3. Distribution of income or consumption by quintile in China 1990- 2015.
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Source: World Bank, 2020.

Therefore, if the discourse emphasized by these concepts is rescued: “society of so-
cialist xiaokang” and “New Normal” are the basis of the Chinese dream to determine the
basis of this first phase, which is Chinese economic development. For the first phase of
Xi’s mandate, poverty was found in the following numbers: 0.7% 2015 and 0.5% 2016 of
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the population based on poverty headcount ratio at $ 1.90 a day (2011 PPP) (World Bank,
2020). This is reflected in Figure 3, which presents the distribution of wealth by quintile
within Chinese society. As observed, despite the reduction in wealth in the first data on the
percentage of the population, the BRICS phenomenon also made evident the inequitable
distribution of wealth in China, as an effect of the disparity between east and west within
from China. This is visualized in the behavior of the poorest quintile between 2005 and
2014, whose trend was the reduction. Therefore, one of the great challenges at the internal
level for the first part of Xi’s mandate was how to reduce the gap between East and West
China?

Therefore economic development became the backbone of Xi’s politics, reinforcing
the concept of the dream as ideal in Chinese society that was accessible to most Chinese,
regardless of their place of residence. Although the Chinese dream, which Xi shows in
his book, reveals a comprehensive strategy within Chinese institutions, that is, from the
essence of the party as the axis to the different points of impact on the lives of Chinese cit-
izens in identity reconstruction Through a social, political, economic and cultural reengi-
neering based on the great historical traumas of imperial China and the first nationalist
movements, it is interesting how this redefinition of Greater China was designed with an
impact not only on discourse, but also in the way in which the Chinese could insert into
their daily lives the greatness of the Chinese bonanza through the abundance and access
of goods and services.

In this development vision, a key point is infrastructure. Understanding the internal
process that the Chinese dream requires to initially be an internal public policy strate-
gy and then project beyond the Chinese border, requires identifying the concept of in-
frastructure as a key element since Xi’s mandate for the materialization, identifying the
difference between hard infrastructure and soft infrastructure. In this regard, Michael A.
Peters points out the following:

The notion of hard infrastructure has also a parallel application in relation to soft infrastruc-
ture by which I mean digitally enabled cultural forms that allows new forms of cultural inter-
action and diffusion, interculturalism, education and dialogue... The term infrastructure and
the mode of development- infrastructuralism- that the capacity to develop interconnectivities
between material infrastructures and cultural superstructures, and to protect borderless “nat-
ural structures” as part of the whole (Peters, 2020, p 110).

Although since its opening, China has undergone a major transformation in the cre-

ation of new urban centers. One of the points with which it links to the Chinese dream
is connectivity, where the new Chinese champions, who are the Chinese companies of
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technological innovation, have managed to position themselves inside and outside China.
Identifying these companies as part of the soft infrastructure within the strategy. One of
the examples lies in portability and telecommunications, where China has made a break-
through: till 2018 about 59.6 percent of the Chinese population had used the internet and
the number of smartphone users in China reached around 713 million (Statista, 2020).
With respect to the internet, this service has a double profile in China. During Xi’s tenure,
a transformation of the internet in China is identified:

In the years before Xi became president in 2012, the internet had begun to afford the
Chinese people an unprecedented level of transparency and power to communicate... For
Xi Jinping, however, there is no distinction between the virtual world and the real world:
both should reflect the same political values, ideals, and standards...To maintain his “Chi-
nanet”, Xi seems willing to accept the costs in terms of economic development, creative
expression, government credibility, and the development of civil society... In spring 2015,
Beijing launched the Great Cannon. Unlike the Great Firewall, which has the capacity
to block traffic as it enters or exits China, the Great Cannon is able to adjust and replace
content as it travels around the internet. For the international community, Beijing’s cy-
ber-policy is a sign of the challenge that a more powerful China presents to the liberal
world order, which prioritises values such as freedom of speech. It also reflects the par-
adox inherent in China’s efforts to promote itself as a champion of globalization, while
simultaneously advocating a model of internet sovereignty and closing its cyber-world to
information and investment from abroad (Economy, 2018).

In these lines Elizabeth C. Economy reflects the identity building strategy oriented
towards legitimacy that is the internet in China. However, the most visible element within
the Chinese dream is not this, since it falls on the hard infrastructure. The Chinese dream
has its maximum reflection on the connectivity linked to transport, mainly the process of
modernizing rail mobility within China. This process begins since 2004, however, its peak
moment was experienced during the first years of the Xi government, with very specific
actions for 2012, as shown in the following table.

Table 1. Modernization of the Chinese railway sector from 2008 to 2012.

Actions or results

In 2008, 68 new projects were started to lay 11,306 km of railway lines (goods and pas-
sengers).

At the end of 2008 there were 18,437 locomotives in China, of which 6,305 were electric.
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At the end of 2009, the length of China’s railway network was 86,000 km. In 2012 it was
increased to 110,000 km.

Routes of more than 400 km distance at a speed of 350km / h.

Collaboration between government, foreign companies and universities (Tsing-Hua
University, North China University for Electric Power, Tianjin University, Jiaotong Uni-
versity of Shanghai and Chongqing University) for the generation of electric railway in-
frastructure.

Source: Félon, et al, 2010; website ABB.

The result of this modernization is observed in the following figure, which shows the
map of China and the high-speed railways, where this network concentrates 19,300 km of
tracks with more than 30 lines.

Figura 4. China’s high-speed railways by 2020.

Chinas HSR Network by 2020

Source: Zhang & Ji, 2015.
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This increase in hard infrastructure in China is part of the experimental process of
the new free trade zones and, at the same time, of the modernization of some, such as the
Shanghai-Pudong Free Trade Zone. These areas are part of Xi’s vision regarding the de-
velopment and sustainability of the Chinese economic growth model:

We must continue to deepen reform and openness, further intensify propulsion through inno-
vation, and make healthy and sustained economic development, social harmony and stability
areality ... seek to achieve remarkable progress in structural adjustment, expand national de-
mand while stabilizing external demand, intensify the readjustment and updating of the sec-
toral structure of the economy... launch concrete reform measures in a timely manner... The
world economy continues to be mired in instability and uncertainty. In contrast, the growth of
the Asian economy shows great vitality (Xi, 2014, p. 140-142).

The result for the Shanghai-Pudong case resulted in the creation of infrastructure in
four sectors (Wang, 2014):

« Financial center in Lujiazui.

« Air logistics infrastructure.

« Port infrastructure.

« High-tech manufacturing cluster.

With everything mentioned in this section, it is understood how from an internal as-
pect, which was the generation of infrastructure and the search for the “society of socialist
xiaokang”, it leads to a Chinese greatness not only towards the interior, but also towards
abroad and with this changes the way of Chinese positioning within the international
scene. In Xi’s words, “the Chinese dream will Benefit not only the people of China, but
also of other countries” (2014, p. 61). This vision allows us to determine that the Chinese
dream is a strategy of historical vindication of China as a central actor, a role that was min-
imized after the Opium Wars, breaking the idea that “the empire lived absorbed within the
Great Wall. China will never close its doors abroad again” (Rios, 2018, p. 32).

Therefore, this section gives us an overview of how a general legitimation strategy
through a very clear discourse, which is the concept of the Chinese dream, in a first phase
focuses on the convergence of the Chinese rise itself and the internal challenges that this
involved. The context in which Xi comes to power in China has allowed him to insert his
thinking into the highest institution and maintain legitimacy.
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Second stage: Community of Common Destiny
The consolidation of the idea of the Chinese dream within China gave way to its interna-
tionalization process. Before landing this point, it is important to rescue the background
to this moment. An important aspect of 21st century Chinese foreign policy has been Chi-
nese cooperation. In this sense, the beginning of the century and the Chinese rise allowed
the consolidation of the Chinese leadership in what Mao called the “third world”. Chinese
progress in the world was noticeable not only through the demand for natural resources,
but also through Chinese cooperation in southern countries. The first decade of the 21st
century allowed China to lead South-South cooperation in African, Southeast Asian and
Latin American countries, mainly; leaving the debate on the “Beijing Consensus” or Chi-
nese neocolonialism in the academy.

Therefore, this aspect of Chinese cooperation in the world, as action, is one of the el-
ements that precedes and legitimizes the idea of Xi’s community of common destiny. The
other element that becomes indispensable are the five principles of peaceful coexistence:

1. mutual respect for sovereignty and territorial integrity,

2. mutual non-aggression,

3. non-interference in the internal affairs of other countries,
4. equality and mutual benefit,

5. and peaceful coexistence.

The conjunction of these two aspects founded prior to the arrival of Xi Jinping to the
Chinese government has allowed us to enter a new phase within the Chinese dream. As
mentioned at the end of the previous section, there is a relationship between the Chinese
dream and the community of common destiny, since the visualization of some results of
the Chinese dream within China has led to the Chinese rise as a global impact power at
the global economic level, but at the same time it gains spaces of power in the face of the
American context and the failures of institutions within the international system. It can
be mentioned that, beyond ideological aspects, from the Chinese opening to the arrival of
Xi Jinping, the Chinese apparatus knew the rules of the game in international politics in
depth and now with that know-how leaves its passive role to assume from his perception
his “responsibilities” with the world.

At the discursive level, one of the key issues on the international agenda is poverty,
a topic on which there are objectives promoted by the United Nations towards the 2030
agenda. Although China is part of these institutions, it is through the idea of poverty that
It takes its main responsibility with the Chinese people and with the rest of the world’s in-
habitants, which is the fight towards the eradication of poverty. As it has been expressed in
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previous lines, the year 2020 is decisive for China with this issue, since it has proposed to
end poverty in this country. In this sense, the most recent action taken is the 2020 fund for
poverty alleviation with more than 139 billion yuan, destined for specific areas such as: the
Tibet Autonomous Region, the Uygur Autonomous Region of Xinjiang and the provinces
of Sichuan, Qinghai, Gansu, and Yunnan (Xinhuanet, 2020). This goal of eliminating pov-
erty in China is a kind of final test toward fully legitimizing the viability of the export of the
Chinese dream, which in other words is the Chinese development model.

It is important to point out that although this chapter speaks of two phases, it is not an
aspect that falls in time but in the space in which each one is built. Given this, the interna-
tionalization of the Chinese dream began to speak in 2013, it could even be said that it be-
gan with the announcement of the launch of the One Belt, One Road in Kazakhstan, where
the star project was the train that connects Yiwu with Madrid and its possible ramifica-
tions. This discourse began to be reinforced in the different forums and spaces mentioned
in figure 2. Therefore, the One Belt, One Road, today the Belt Road Initiative (BRI), is the
turning point towards a series of institutions that China proposed during these years. For
the purposes of this chapter, it is exemplified by three institutions that demonstrate this
process of internationalization and assuming responsibilities. Table 2 presents three insti-
tutions with very specific objectives, which are: the RCEP, the BRI and the AIIB.

Table 2. Internationalization process Chinese institutions.

Institution | Foundation year Goal Topic Scope
RCEP 2012 Free trade agree- Trade Regional
ment between ASE-
AN+6 members
BRI 2013 Increasing inter- | Infrastructure Global
connectivity throu-

gh infrastructure

AIIB 2014 Improve social and | Multilateral Global
economic outcomes [ development
by investing in bank
sustainable infra-
structure and other
productive sectors

Source: Own elaboration based on Wang, 2013; Ju, 2015.
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It is no coincidence that these institutions have a complement to fulfill their objectives
and the Chinese positioning strategy. In the case of the RCEP it is a legal framework to
facilitate trade between ASEAN members and China, Japan, South Korea, Australia and
New Zealand, where China operates as a gravity core in the commercial level and in the
supply chain of the region. This agreement benefits from the infrastructure and corridors
of the BRI, since with this China ensures its supply and movement of goods from seaports,
trains, airports, etc. In turn, the BRI has AIIB as its source of financing, whose main ob-
jective is in Asia Pacific. However, having members in different regions of the world allows
you to internationalize and diversify BRI.

These institutions are the foundations of the discourse of the community of common
destiny. This speech was born at the Boao Forum: “Towards a Community of Common
Destiny and a New Future for Asia” in 2015. On that occasion, President Xi spoke the fol-
lowing words:

Over the past 70 years, the world has experienced profound changes as never before,
making a difference to the destiny of mankind. With the days of global colonialism
and the Cold War long gone, countries are now increasingly interconnected and in-
terdependent. Peace, development and win-win cooperation have become the pre-
vailing trend of our times... We have only one planet, and countries share one world.
To do well, Asia and the world could not do without each other. Facing the fast chang-
ing international and regional landscapes, we must see the whole picture, follow the
trend of our times and jointly build a regional order that is more favorable to Asia and
the world. We should, through efforts towards such a community for Asia, promote
a community of common interest for all mankind. I wish to take this opportunity to
share with you my thoughts on this vision... to build a community of common destiny,
we need to make sure that all countries respect one another and treat each other as
equals... To build a community of common destiny, we need to seek win-win cooper-
ation and common development ... We will vigorously promote a system of regional
financial cooperation... China proposes that plans be formulated regarding connec-
tivity building in East Asia and Asia at large to advance full integration in infrastruc-
ture, policies and institutions and personnel flow... To build a community of common
destiny, we need to pursue common, comprehensive, cooperative and sustainable
security... To build a community of common destiny, we need to ensure inclusiveness
and mutual learning among civilizations... What China needs most is a harmonious
and stable domestic environment and a peaceful and tranquil international environ-
ment (Xinhuanet, 2015).
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In these lines of President Xi, the five principles of peaceful coexistence are identified,
mainly the idea of win-win towards the construction of this world order. On the other
hand, the institutions in Table 2 are punctually rescued, emphasizing the importance of
Asia as a spearhead for this new community. Indirectly, President Xi raises the definition
of what development must be like inside and outside of China, and the final sentence
rescues the importance of China’s role for the future of the world, that is, how Chinese do-
mestic policy affects the rest of the world, in a nutshell, the stability of the Chinese dream
in China which is the vision of Xi’s mandate and its legitimacy.

From 2015 until today, the Chinese discourse on the international scene takes up these
points in each space where President Xi appears and this has allowed a greater position-
ing of these institutions, which until now have tended to increase and this reaffirms their
legitimacy. This has resulted in the midst of the trade war between China and the United
States, each of these actors taking up a flag, protectionism on the part of the United States
and globalization on the Chinese side. Under this banner, the RCEP, the BRI and the AIBB
allow progress towards greater interdependence between the states and, at the same time,
China allows the design of institutions that have limitations that favor the legitimacy of
Xi’s speech inside and outside China. Without a doubt, an important aspect will be the
transformation of the discourse of the community of common destiny in the international
post-COVID agendai9.

Conclusions

Throughout this chapter, the relationship between strategy, discourse and institutions is

rescued. This demonstrates the systematization of Chinese foreign policy based on inter-

nal dynamics and how Xi’s mandate is legitimized through these three elements. There-

fore, there is a conjugation of different internal and external elements for Xi to reinforce

the idea of Greater China within and outside its borders. In the systematization of Chinese

politics, the following can be rescued:

« The discourse legitimizes the creation of institutions and at the same time, serves to re-
inforce them.

 The discourse is full of Chinese values that now appear in national and international
spaces make a call that allows to see allies and antagonists.

« The continuity of Chinese politics is a key element in giving an essence and spreading the
message (strategy).

« There is a clear use of the Chinese values of yesteryear to define the current and fu-
ture that create empathy and impact on society within China and with political elites
around the world.
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« The strategy of creating a thought from Xi is a space that allows it to have more room for
maneuver in discourse and in social, economic, political and cultural issues within China.

Regarding the phases, there is a correlation between them. The Chinese dream or
Chinese development model is based on infrastructure. It is here where there may be a
discrepancy between the vision of development from China with which the international
community supports from the UN. Therefore, in part of the text the Chinese development
model is pointed out as infrastructuralism, where aspects of a sustainable nature beyond
the economic are in doubt, but they are clouded by how visible the Chinese dream is.

Before the world, the Chinese development model and its results allow the world to
be tested for the viability of the community of common destiny in a collapsed and chaotic
world. Therefore, this, together with the conditions of the world in the year 2020, give
way to the fact that Chinese foreign policy implies the construction of a new world order.
Without falling into subjective aspects or generating value judgments on the model, the
progressive evolution of Chinese foreign policy that has resulted in greater prominence
must be recognized. However, the greatest risk is how the strategy lies in an accumulation
of decision-making and exercise of power in one person, this is the main risk for the ma-
terialization of Greater China and the dream of Xi, to be remembered as the China>s top
leader, the new Chinese emperor.
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Chapter 4
China’s international conflicts
in the era of Xi Jinping (2013-2020)

Juan Carlos Gachuz Maya and Carlos Francisco Torres Morales

Abstract

In the last seven years, the government of China has hardened its position in the main in-
ternational conflicts that it faces in different latitudes and there is a significant change in
the perception of threats from abroad and in the consequent implementation of policies at
the domestic and international levels to guarantee the security of the country. This chap-
ter analyses China’s main territorial conflicts and the geopolitical implications of the Chi-
nese strategy to expand its territory in the following conflicts: the Diayou-Senkaku Islands
with Japan, the conflict in the South China Sea, and the conflict in Ladakh-Aksai Chin and
Arunachal Pradesh with India. A neorealist approach and geopolitical and geo-economic
implications for China and the countries involved in these conflicts will be analyzed in the
chapter.

Keywords: China, international conflicts, geopolitics, neorealism.

Introduction

China’s foreign policy has been characterized in the last seven years by a significant change
in the perception of threats from abroad and in the consequent implementation of poli-
cies at the domestic and international levels to guarantee the security of the country. The
beginning of a reorientation of foreign policy concerning China’s international conflicts
and a change in strategy in foreign policy is not new, it has in the government of Jiang
Zemin. In 1997, in the speech of the then Minister of Foreign Affairs Qian Qichen, the gov-
ernment made clear that China needed to adapt to the challenges of the new millennium
and, therefore, redefine issues of military security and geopolitical factors in China’s rela-
tionship with the world. Quichen proposes, within the context of a peaceful ascent, a new
system of military alliances and a new relationship based on sovereignty and economic
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interdependence. These proposals represented a readjustment of foreign policy with im-
portant changes in terms of strategy and military development and a new vision of the
contemporary international context:

As the international situation continues to undergo profound changes, peace and development
have become the main themes of our times. The world is evolving towards multipolarity with
growing diversity in countries political, economic and cultural lives. This trend has become an
irresistible tide of history (...) Each country has the right to choose a road of development ac-
cording to its own national conditions, and no country should interfere in the internal affairs
of other countries on whatever grounds. This must serve as the political prerequisite for global
and regional security (...) (United Nations, 1997, p. 16-17).

At the end of the Hu Jintao administration, the Chinese government recognized in
the official discourse that the international environment had changed and that there is
a rethinking of the domestic and international variables of foreign policy, especially in
terms of a new balance of power where the rise of new emerging powers contributes to
the establishment of a multipolar system. The China’s Peaceful Development white paper
published in 2011 stated that:

The world today is moving towards multipolarity and economic globalization is gaining mo-
mentum. The global trend is surging forward: those who go along with it will prosper and
those who go against it will perish. The international community should reject the zero-sum
game which was a product of the old international relations, the dangerous cold, and hot war
mentality, and all those beaten tracks which repeatedly led mankind to confrontation and war
(State Council of the People’s Republic of China, China’s Peaceful Development. 2011).

When Hu Jintao came to power in November 2002, he had the perception that the
world saw China as a potential threat to the balance of power and world stability in com-
mercial and military terms. For this reason, Hu set the objective of demystifying the grow-
ing perception that China’s development threatened the economic growth and stability of
other countries in the world and tried to make clear that the main objective of the Chinese
government was not to compete with existing hegemonies or displace others, but rather
to bring China to a sustainable level of economic development based on domestic growth,
international trade, and international cooperation. There were even nuances in the official
discourse of affinity with pluralism and complex interdependence. The concept of Peace-
ful Development then brought a new message to the international community: one of a
participative and peaceful China, at least in discourse. In the post-Cold War environment,
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the precepts of economic and political interdependence became more important, and the
government of China argued that its foreign policy would contribute to this goal.

The Chinese government emphasized the new multipolar international contexts that
emerged in the post-Cold War era and the role of globalization and the international
system in this new world order. Hence, the way the Chinese have managed in the new
international system suggested that perhaps the Peaceful Development policy imple-
mented since the government of Hu Jintao could prevail in the new government of Xi
Jinping.

In the 2014 White Document, some nuances of the Peaceful Development policy still
prevail, since it is also officially mentioned that even with the rise and growth of China,
Beijing’s objective is to preserve peace and cooperation and not interfere with internation-
al stability. Beijing pointed out in that sense that:

“The central goal of China’s diplomacy is to create a peaceful and stable international envi-
ronment for its development. In the meantime, China strives to make its due contribution
to world peace and development. It never engages in aggression or expansion, never seeks
hegemony, and remains a staunch force for upholding regional and world peace and stability”
(State Council of the People’s Republic of China, 2014).

By 2015, two years after Xi Jinping came to power, China’s vision of international
security underwent significant changes. In the official document titled China’s Military
Strategy, it was stated for the first time that the role of the military sector in China is stra-
tegic to face the new challenges implied by the rise of new military powers and the policies
implemented by the hegemonic countries in the military sector, mainly the United States.
The document stated that:

World major powers are actively adjusting their national security strategies and defense pol-
icies and speeding up their military transformation and force restructuring. The aforemen-
tioned revolutionary changes in military technologies and the form of war have not only had
a significant impact on the international political and military landscapes but also posed new
and severe challenges to China’s military security (State Council of the People’s Republic of
China, 2015).

In this document, the new priorities of the PLA (People’s Liberation Army) at the do-

mestic and international level were also announced. China has called the following actions
the New Strategic Tasks:
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+ “To deal with a wide range of emergencies and military threats, and effectively safe-
guard the sovereignty and security of China’s territorial land, air, and sea;

« To resolutely safeguard the unification of the motherland;

« To safeguard China’s security and interests in new domains;

« To safeguard the security of China’s overseas interests;

« To maintain strategic deterrence and carry out nuclear counterattack;

« To participate in regional and international security cooperation and maintain region-
al and world peace;

« To strengthen efforts in operations against infiltration, separatism, and terrorism to
maintain China’s political security and social stability; and

« To perform such tasks as emergency rescue and disaster relief, rights and interests
protection, guard duties, and support for national economic and social development”
(State Council of the People’s Republic of China, 2015).

In parallel, in 2015, China released the new National Security Law to face the growing
challenges that external influence represents for its domestic stability (Department of De-
fense, 2019). Within it, a centralized security strategy is proposed: one that enhances the
coordination of the various security agencies within China, that creates a federal centralized
security strategy that coordinates the actions of the various security agencies® and allows
a joint effort to achieve the so-called strategic objectives (Department of Defense, 2019).

The rise of China, its growing involvement in international policy, and the policies
implemented in international conflicts have led to a theoretical reinterpretation of China’s
foreign policy, especially in terms of international security. This rethinking is based on the
current situation of the balance of power and its strategic role in the autonomy of the he-
gemonic states in disputes. John Mearsheimer underlines the role of power in the context
of new rising powers and a wider range of action apart from economic policies. He points
out that “power provides the means of maintaining one’s autonomy in the face of a force
that others wield. Second, greater power permits wider ranges of actions while leaving the
outcomes of action uncertain” (Mearsheimer, 2001).

Greater power and a greater range of action imply that the expansion of the economic
and geopolitical interests of the emerging powers becomes a priority, including strategic
actions in international conflicts. Kenneth Waltz (1979), from the neorealist theoretical

15 MPS: Ministry of Public Security, MSS: Ministry of State Security, PAP: People’s Armed Police and
PLA: People’s Liberation Army.

16 Strategic objectives for development: 1) Perpetuate the rule of the CCP; 2) Maintain domestic stabil-
ity; 3) Sustain economic growth and development; 4) Defend national sovereignty and territorial integrity;
5) Ensure China’s status as a great power, and 6) Safeguard Chinese interests abroad.
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perspective, argues that the increase in military force and participation in external ac-
tions, in geopolitical terms, is a priority for states in a context of instability and the rise of
emerging powers. Or those who act for them, try in more or less sensible ways to use the
means available to achieve the ends in view. Those means fall into two categories: internal
efforts (moves to increase economic capability, to increase military strength, to develop
clever strategies) and external efforts (moves to strengthen and enlarge one’s alliance or
to weaken and shrink an opposing one).

Stephen Walt (1987) points out that the military capabilities of a State and its partici-
pation in external actions are a source for the creation of alliances between States and also
to increase the power of the States that lead them: “states with large offensive capabilities
are more likely to provoke an alliance than are those that are incapable of attacking be-
cause of geography, military posture, or something else”.

Robert Gilpin (1981) suggest that States have changing interests, and this gives rise to
a situation of imbalance in the international system and one of the main consequences of
this imbalance is the prospect of territorial benefits that countries can achieve with more
power capacities. Gilpin (1981) points out that:

As a consequence of the changing interests of individual states, and especially because of the
differential growth in power among states, the international system moves from a condition
of equilibrium to one of disequilibrium (...) The elements of this systemic disequilibrium are
twofold. First, military, technological, or other changes have increased the benefits of territo-
rial conquest or the benefits of changing the international system in other ways. Second, the
differential growth in power among the states in the system has altered the cost of changing
the system (Gilpin, 1981).

The neorealist theory and its approach to explain the geopolitical factors to engage in
security policies and to achieve greater power is a useful tool to analyze the role of China
and its involvement in territorial conflicts. Moreover, it explains the main variables that
determine the implementation of policies and actions in various latitudes where one of the
central axes is territory and the economic and political resources that are disputed around
its preservation or acquisition.

The objective of this chapter is to analyze the main contemporary international con-
flicts in which China participates and the main policies and actions that determine Bei-
jing’s strategy to position itself in the geopolitical context. In each of the conflicts, a his-
torical perspective of the main events surrounding the conflict is presented. The chapter
also analyses the main actions of the countries involved in the current context and discus-
sion their impact and repercussions at the regional and global level. As stated before, an
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interpretation under the neorealist approach will allow us to elucidate some of the most
important elements in China’s strategy and the expansion of its interests globally.

The Diaoyu-Senkaku Islands conflict with Japan

In April 1895, after the Sino-Japanese war, Japan and the Chinese Qing Dynasty signed
the Shimonoseki Treaty under which China ceded control of the Formosa (Taiwan) and
Pescadores Islands to Japan. The treaty established that: “China cedes to Japan in per-
petuity and full sovereignty the following territories (...) The island of Formosa, together
with all islands appertaining or belonging to the said island of Formosa” (Surujaya & Ok-
tavianingsih, 2018, p. 1342). The treaty, however, did not mention the status of an archi-
pelago that today both states claim: the Diaoyu/ Senkaku islands.

Japan considered that it had possession of the Diayo /Senkaku Islands since they be-
longed to the Ryukyu Kingdom, which they conquered and annexed as a vassal state. Lat-
er, the Japanese secured its control of the islands and considered them as part of Nansei
Shoto, in Okinawa prefecture. Fishermen reportedly used the islands as a reference point
to go to China. Japan argues that, in 1895, it did an investigation in the archipelago and
annexed it under the international principle of terra nullius, claiming that the islands
were uninhabited at the moment they stepped in. In September 1896, the government of
Emperor Meiji leased four of the islands to Koga Tatsushiro, a citizen of the empire who
had inhabited the islands since 1879. He obtained the islands free of charge for the first 30
years, after which he began to pay a fee (Itoh, 2017). In 1909, the island’s population was
248 Japanese. Koga died in 1918, and in 1932, the Japanese government sold the islands
to his son, Koga Zenji. In 1940, the island became, once again, practically uninhabited.

Regarding China, when the Qing dynasty collapsed in 1912, the country entered a peri-
od of armed conflict that divided it into two sides for more than 30 years: the nationalists
-also known as the Kuomintang- against the communists.

In 1943, Franklin D. Roosevelt, Winston Churchill, and Chiang Kai-shek met in Cairo,
Egypt, to draft the Cairo Declaration, in which they established their tough stand before
the Japanese Empire. They agreed that, after the war, Japan would return to its pre-1914
territorial situation, meaning that all the territories that China had been dispossessed of
would be returned to it after the war. This included, Formosa and Pescadores, but accord-
ing to the current Chinese argument, Diaoyu was also included.

In 1951, the United States returned to Japan the “right” to administer all of its terri-
tory excepting the Senkaku Islands, since it was superbly a strategic position in the East
China Sea to oversee Mat Tse Tung’s People’s Republic of China and the Soviet Union and
to keep them at bay. Under the 1951 San Francisco Peace Treaty, the Allies assumed that
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the Diaoyu / Senkaku Islands were under Japanese sovereignty, what today is viewed by
China as an injustice, a violation of its sovereignty, and a clear theft (Chinese Government,
2014). However, it should be remarked that, at the time, the dispute had not yet escalated
to the status of bilateral conflict per se

In 1968 the United Nations Economic Commission for Asia and the Far East (UNE-
CAFE) released the results of a report made in the archipelago belonging to the islands in
question, it concluded that large reserves of oil, natural gas, and other hydrocarbons were
located in the East China Sea. According to Hislop (2013, pp. 1-2), total oil reserves are
sufficient for 50 or 80 years of exploitation, while natural gas reaches a similar amount,
with reserves for up to 100 years of exploitation.

It was until 1971, when China returned to the Security Council, that it officially claimed
sovereignty over the islands under the argument of a historical right inherited from the
Ming and Qing dynasties (between 1368 and 1912), in which Chinese fishermen inhabited
the islands and regarded them on maps of the time to be part of the Chinese Empire. And
even if Diaoyu could have been part of the Ryukyu Kingdom, after its annexation to Japan,
Ryukyu’s King remained loyal to China (Surujaya & Oktavianingsih, 2018, p. 1342).

Concerning the case of Koga Tatsushiro, the Chinese responded that: 1) Japan ille-
gally annexed the islands, and 2) Koga Tasushiro asked the Governor of Okinawa, who in
turn consulted the Minister of Home Affairs, to declare the islands as part of Japan when
the first Sino-Japanese war broke in 1894; nevertheless, the Minister initially refused
to fear the reaction that China would have. Therefore, he indirectly accepted that these
islands belonged to China (Surujaya & Oktavianingsih, 2018, p. 1342). In 1972, China
and Japan began the path towards the normalization of their diplomatic relations, and in
August 1978, through Deng Xiaoping and Takeo Fukuda, they agreed to keep the conflict
in status quo.

In September 1996, Hong Kong activists entered the territorial sea around the islands
and jumped into the sea to avoid being caught by the Japanese; however, one of them
drowned in the act. The rest were arrested and taken to Japan, being deported back to
China after a few days (Surujaya & Oktavianingsih, 2018, p. 1342). Yet, the conflict did not
escalate, even with the presence of far-right Japanese activists and Chinese protesters on
the islands and anti-Japanese demonstrations in China.

It was not until 2010 that China actually began to protest more vigorously its sov-
ereignty over the islands and directly accused Japan of challenging the Chinese govern-
ment regarding possession of the islands. Before that, China had maintained a relatively
intermittent position on the conflict. The Japanese government, led by Naoto Kan of the
Democratic Party of Japan, refused to accept that there was a conflict with China, further
angering the government leadership in Beijing.
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In September 2010 there was an incident between the Japan Coast Guard (JCG) and
a Chinese ship, when patrolling in the seas, the Japanese spotted the captain of a Chinese
ship and urged him to stop for questioning. The captain refused and tried to escape, and in
a miscalculation on both sides, the ships collided. The JCG took the ship’s crew to Japan,
and while the crew was released within a couple of days, the captain was held imprisoned
for more time. The Japanese government intended to prosecute him not for invading a
disputed area, but for obstruction of justice, and Japanese public opinion demanded a
firm position in the face of the growing Chinese presence in the area. It was at this point
that the Chinese government came in and strongly defended its position, protesting the
unfair treatment given to its citizen. As the days passed and the captain was not released,
China began to escalate the conflict, canceling all high-level meetings that were scheduled
between the two countries. Finally, the captain was released and deported back to China:
this unleashed harsh critics by the Japanese society. The arguments of both countries can
be summarized as follows: (Itoh, 2017, p. 205-207; Surujaya & Oktavianingsih, 2018, p.
1342-1343; Chinese Government, 2014).

« China argues that the Diaoyu / Senkaku Islands were part of the Ming and Qing dy-
nasties. According to the Chinese government, Ming dynasty fishermen inhabited
the island and there is cartographic evidence that the islands were part of China. On
the other hand, Japan explains that they annexed the islands under the international
principle of terra nullius, claiming they were the first to do so.

« There is no clear answer to what was exactly handed over with the signing of the Shi-
monoseki Treaty. China gave Formosa (Taiwan) and Pescadores to the Japanese Em-
pire. The argument lies in who had possession of the islands at the time: China says
that Diaoyu / Senkaku were part of Taiwan at that time, while Japan argues that they
got them from the Ryukyu Kingdom.

« In the case of the Ryukyu Kingdom, even though Japan annexed it, China claims
Ryukyu’s royalty continued being loyal to Chinese Emperors.

« Koga Tatsushiro, a Japanese citizen, has inhabited the islands since 1879. In 1894,
Koga asked for more security given the war with China, but the Minister of the Interior
refused, thinking about the reaction China would have to this. China takes this as an
argument. It was in 1895 when the Cabinet officially approved the initiative by which
they annexed the islands, but they did not communicate their decision to other states.

+ Koga Tatsushiro died in 1918 and his son, Koga Zenji, owned the islands until 1978.
Afterward, ownership of the islands passed to his wife, Koga Hanako. She sold the
islands to Kurihara Kuniochi, who had already bought the Minami Kojima and Kita
Kojima islands from Koga Zenji.
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+ Inthe Cairo Declaration of November 1943, the Allies agreed that all territories taken
from the Chinese would be restored after the war. From the Chinese perspective, this
included the Diaoyu Islands.

« In the San Francisco Peace Treaty of 1951, in its article 3, the Senkaku Islands were
given as part of Japan, in the Nansei Shoto / Ryukyu Islands, near the city of Ishiga-
ki, in Okinawa prefecture. The Chinese regard this as theft of territory that rightfully
belongs to it and the Allies did not keep their promise to return all the territories that
Japan deprived them of.

«  When the Okinawa Reversion Agreement entered into force in 1971 between the Unit-
ed States and Japan to return to the latter full control of its territory after World War
IT (including the Diaoyu / Senkaku Islands), China viewed this as unfairly returning
something to Japan that it was never the latter.

In September 2012, Xi Jinping described the purchase of the islands by a private Jap-
anese as “nonsense” and a “farce” (Branigan, 2012). And it was from that year (at the end
of the Hu Jintao government) that the presence of Chinese ships grew exponentially. The
numbers show that before the 2010s, China rarely sent patrolling ships to the islands;
however, since Xi Jinping took power in 2012 as the General Secretary of the Central
Committee of the Chinese Communist Party, the number of ships raiding the area has
increased rapidly.

In 2014, the Chinese government opened an official website on the Diaoyu Islands
(http://www.diaoyudao.org.cn/). In it, China reaffirms its possession as the historical
rightful owner of the islands. On the website, there are different pieces of evidence like
maps, stories, and records, standing out a list in which the Portuguese did not place the
islands as part of Japan.

According to the Ministry of Foreign Affairs of Japan (2020), the number of ships in
the Chinese conflict zone peaked in August 2016, when Xi was already in charge of power.
Japan identified 147 Chinese ships within the contiguous zone and 23 in the territorial
sea. Since Xi Jinping took office as Party Secretary-General, the number of patrolling and
military ships has increased exponentially, even much more than in the Hu Jintao era.

The presence of Chinese vessels in the area adjacent to the Diaoyu / Senkaku Islands
has even increased since March 2020, coinciding with the first months of the resurgence
of the COVID-19 pandemic. The United States has accused China of taking advantage of
the pandemic to strengthen its presence in its border conflicts - accusations that China has
denied.

Experts such as Liu (2016) or Fravel (2016) argue that it is not convenient for Chinese
interests to escalate the conflict with Japan since this would endanger the stability of East

97



4. CHINA’S INTERNATIONAL CONFLICTS IN THE ERA OF XI JINPING (2013-2020)

Asia. Additionally, in the context of the Trade War, more radical actions by China or Japan
in the area would bring further destabilization in the region. The search for power and the
acquisition or retention of territory in contemporary conflicts shows a direct relationship
with neorealist theory. The emergence of new powers that see themselves as hegemonic
(such as China) and the actions of the hegemonic powers in the absence of a central au-
thority and anarchy at the international level are important points for neorealist theory.
John Mearsheimer (2001) points out in this regard:

Three features of the international system combine to cause states to fear one another: 1) the
absence of a central authority that sits above states and can protect them from each other, 2)
the fact that states always have some offensive military capability, and 3) the fact that states
can never be certain about other states’ intentions (Mearsheimer, 2001).

The combination of a context characterized by the rise of China as a new hegemon-
ic power and the search for a redistribution of power and territory in different latitudes
shows a recurring trend of changes in the balance of power between states. Robert Gilpin
(1981) points out in that sense that “the rising state or states in the system increasingly
demand changes in the system that will reflect their newly gained power and their unmet
interests”. The policies implemented by China in recent years and even in the months of
the COVID-19 pandemic show that Beijing will continue to increase its military power and
the deterrence capacity that this brings concerning other States (including Japan). Gil, T.
(2020) and Aoyama, R. (2020).

The South China Sea Conflict: China, Vietnam, Philippines,

Taiwan, Malaysia, and Brunei

The conflict of the South China Sea observes China, Vietnam, Philippines, Taiwan, Malay-
sia, and Brunei disputing three sets of islands: the Spratly Islands, located in the east of
Vietnam; second, the Paracel Islands, closer to the Chinese coast; and third, Scarborough
Shoal, which is located near the Philippines. Each of the parties to the conflict argues
historical rights of possession in the respective area: China uses a set of old maps that
evidence the presence of Chinese fishermen in the area during the Yuan (1271-1368) and
Ming (1368-1644) dynasties; the Philippines demands the possession of 53 islets in the
area near Scarborough Shoal, which it annexed as part of the Province of Palawan. It
also takes as evidence some exploration work carried out in the 1940s and 1950s. For its
part, Vietnam argues the continuous passage of Vietnamese ships since the 17th century
on the Spratly and Paracel islands and presents a claim that France made in the area in
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1933, which is sufficient evidence to say that Vietnam had a historical presence in the area.
Malaysia claims only one set of islands that are currently occupied by the Philippines and
Vietnam. In the case of Taiwan, the state administers Itu Aba, part of the Spratly Islands.
Finally, Brunei does not have any possession in the area (Gachuz, 2018). Nonetheless,
China exercises de facto control of the region.

The history of Chinese claims in the area begins in 1947, during the pre-communist
period when the Kuomintang officially claimed an eleven-point line which was reduced
to nine. With the founding of the People’s Republic of China in 1949, the government
continued claiming it as part of the country’s territory. At present, China demands a nine-
point line that covers approximately 90% of the territory (practically the entire sea to the
Philippines) (Council on Foreign Relations, 2020).

The first actions of the conflict in the area date back to 1974, when China expelled the
Vietnamese from Woody Island, in the Paracel Islands, strengthening its control in the
area. More than a decade later, in 1987, China had managed to take control of Fiery Cross
Reef, and the following year, it sank three Vietnamese ships, what became the first armed
conflict over the Spratlys after a decade of calm in the South China Sea. In January 1996
the Mischief Reef Incident took place, in which three Chinese naval ships fought their Fili-
pino counterparts, marking the first time that China had a direct collision with an ASEAN
member after Vietnam (Council on Foreign Relations, 2020).

The matter had been practically on standby until November 2002, when a Code of
Conduct was launched jointly by China and ten ASEAN countries, in which they com-
mitted to reduce tensions in the region and to have a framework of behavior for coun-
tries whose interests converged there. With this, although the matter remained difficult in
many respects, the conflict did not escalate per se.

It was not until May 2009 that the conflict again reported a progressive escalation
of tensions. In that year, Malaysia and Vietnam jointly submitted a claim to the United
Nations, which was seen by China as a clear challenge to their interests in the region and
argued serious damage to its “undisputed sovereignty.” From this moment on, Vietnam’s
foreign policy on the South Sea conflict focused on trying to make the problem visible in
international forums to obtain support from the international community, since it could
not compete with China’s economic and military power. With this basis, the United States
began to become more directly involved in the problem, especially because of commercial
and military interests in the region. According to Gachtz (2018), the demands of the Unit-
ed States could be summarized in four key points:

1. “Protection of the United States Navy to operate the area, including permanent
patrols.
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2. Avoid intimidation of U.S. companies.

3. Maintain treaties and alliances with its regional partners.

4. Protection of free trade in the area, or what is also called, the Operation for the
Freedom of Navigation.”

In July 2010, US Secretary of State Hillary Clinton ratified her support for open access
to Asia’s Maritime Commons, despite declaring the United States neutral in the conflict.
This caused the fury of the leadership in Beijing, which counterattacked by saying that
the increasing involvement of the United States in the problem violated China’s historical
rights over the area (Council on Foreign Relations, 2020).

In October 2011, the Philippines complained about the systematic harassment by Chi-
nese vessels of Philippine fishermen and coast guard, and it decided to challenge China’s
demands by changing the name by which they would refer to the South China Sea. From
that moment on, in all official communiqués, the Sea would be known as the West Phil-
ippine Sea. However, the escalation of tensions between Beijing and Manila peaked on
8 April 2012 with the Scarborough incident. Philippine Navy soldiers surprised Chinese
fishing vessels in Scarborough Reef, which was one of the only regions the Philippines
controlled. The Filipinos ordered the Chinese to leave the area. Responding to the threat,
Chinese military ships quickly arrived and prohibited the entry and exit of ships from Ma-
nila for two months to put pressure on the government of Benigno Aquino. The Chinese
and Philippine authorities agreed to a momentary peace and the departure of Chinese
vessels from the area, yet China did not fully comply with it and today it exercises de facto
control over Scarborough Reef.

With the takeover by Xi Jinping in November 2012, China has become more active
in the conflict and has gradually taken on a more coercive approach. As a consequence of
the military reform of 2015, President Xi prioritized a more efficient response against his
adversaries in the South China Sea. Another reason for reforming the military sector was
to position China as a global hegemonic actor, which implied a profound readjustment to
Hu Jintao’s Peaceful Development doctrine (Gachtz, 2018).

Since then, China has implemented various tactics to increase its presence in the
South China Sea: coast guards, military, maritime militia, resource extraction, and, more
controversially, the construction of artificial islands. The artificial islands have been at the
center of the conflict, and they respond to a logistical need: dealing with the remoteness
of mainland China from some of the islands and the high costs of continuously patrolling
from the country’s coast, the islands serve as a patrol liaison point for Chinese ships. In
July 2012, the Chinese government established Sansha City, a prefectural-level city locat-
ed on Woody Island, administratively belonging to the province of Hanoi. Sansha City is
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the area in charge of carrying out the necessary patrols to notify the China Coast Guard
(created in 2013) in the event of detecting something abnormal and coordinating a com-
prehensive response (Zhang & Bateman, 2017, p. 291).

In January 2013 the dispute took a 180 degree turn when the Philippines decided to
bring the case before the Permanent Court of Arbitration in The Hague, under the United
Nations Convention on the Law of the Sea (UNCLOS) dispute settlement mechanism. Chi-
na, anticipating a verdict against it, criticized the Court and warned that it would refuse
to listen to its ruling, in addition to stating that it did not recognize its jurisdiction in mat-
ters that violated Chinese maritime sovereignty. According to Campbell and Salidjanova
(2016, p. 2), what the Court would decide was not the sovereignty of the Philippines over
the region, but:

+ “To determine whether China’s claims based on the nine-dash line (China’s vague ter-
ritorial claim) were invalid under UNCLOS.

« To check if some areas of the South China Sea were rocks, islands, or low-tide eleva-
tions.

« To declare whether China had interfered with the sovereign right of the Philippines to
exploit the resources within the claimed waters”.

The Court took three years to give its verdict, and in July 2016, the Court ruled in favor
of the Philippines, concluding that:

“The historical rights alleged by the Chinese side and resources within the nine-dash

line have no legal basis.

« None of the islands claimed by China in the Spratly Islands was an island capable of
generating an Exclusive Economic Zone (200 nautical miles).

« China violated the sovereign right of the Philippines by obstructing its oil exploration
activities, banning Philippine fishing vessels from operating, and claiming areas where
the Philippines have the right to explore and exploit resources.

« As if that were not enough, it also concluded that China violated its obligations to

preserve the maritime environment before the UNCLOS for activities such as the con-

struction of islands, which damaged the habitats of the species that inhabit the South

Sea” (Campbell & Salidjanova, 2016, p. 3).

The Court’s verdict is binding on the members that ratified the convention. China and

the countries involved in the conflict ratified it in 1996, but as it is an international Court,
it does not have executive powers. Xi Jinping, the state agency Xinhua and other author-
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itative voices, declared the verdict null and void, and Xi added that he would not allow
China’s maritime rights to be violated. Still, this was a clear victory for the other countries
involved in the conflict.

Beijing refuses to give any multilateral approach to the conflict, as this would put it
at a disadvantage with the other five countries. For this reason, it has preferred the bi-
lateral approach, where it can exert more influence and soft power. Between 2013 and
2016, while the Court decided its position on the conflict, China consolidated its power
over several maritime agencies, grouping them all under the State Oceanic Administra-
tion and creating the Chinese Coast Guard. Also, Xi Jinping has supported the creation of
Fishermen Maritime Militias, which are seen by the United States as a threat in the South
China Sea, and thereby they justify FONOPs (Operation Freedom of Navigation) (Zhang &
Bateman, 2017, p. 303). Also, that same year the Chinese Ministry of Defense did not deny
the possibility of creating a South China Sea Air Defense Identification Zone (ADIZ), very
similar to the one they have in the East China Sea with Japan.

On May 4, 2014, the Chinese oil company, China National Offshore Oil Corporation
(CNOOC) reached disputed waters 17 nautical miles from Triton Island and 120 nautical
miles off the coast of Vietnam to place the Haiyang Shiyou 981 oil platform; the Vietnam-
ese, refusing to accept this unilateral action by the Chinese, sent ships to drive them away.
The CNOOC ships were accompanied by ships from the China Coast Guard, the Maritime
Militia, engineering experts, and the PLA Navy (Yamaguchi, 2016). This orderly arrival
of CNOOC ships being escorted by China’s maritime agencies demonstrates a growing
tendency towards coordination during Xi Jinping’s mandate, being himself the one who
promotes China’s controversial actions in the conflict (Yamaguchi, 2016). When anti-Chi-
nese protests began in Vietnam, on 15 July 2014, CNOOC announced that it would lift the
platform.

In February 2016, China deployed missiles on Woody Island, in the Paracel Islands,
which was the signal of the imminent militarization of the conflict in the South Sea and
the breaking of the commitment that Xi Jinping had made a year earlier in his visit to
the United States, in which he promised not to militarize the area (Blackwill & Campbell,
2016, p. 22). China built runways and piers, tested and deployed artillery, and flew J-11s
near the Paracels. Faced with accusations of militarization, China has argued that it does
so under its right to defend itself.

It is after the Court ruled against China, but above all, after Donald Trump’s unexpect-
ed victory in the 2016 United States elections, when the conflict began to escalate to un-
precedented levels of tension. Before the end of Barack Obama’s term, in December 2016
China seized an underwater drone from the United States that was allegedly collecting
data on the area. Chinese officials initially refused to return the drone, but they did, criti-
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cizing the Barack Obama administration for “unnecessarily escalating the dispute” (State
Council of the People’s Republic of China, 2015; Council on Foreign Relations, 2020).

The COVID-19 pandemic has not stopped China in its attempts to secure its geopo-
litical control over the Asia Pacific region, including the South China Sea, when in Feb-
ruary 2020 a Chinese ship allegedly targeted its weapons system at one Filipino ship in
the Spratlys, and the following month, China opened new research stations and defense
zones at Fiery Cross (one of the reefs already turned into an artificial island by China) and
Subi Reefs. Finally, in July 2020 Trump showed his commitment not to give a step to the
“Chinese threat”. Secretary of State Mike Pompeo released a statement on the situation in
the South China Sea condemning the actions carried out by Beijing after it launched two
warning missiles for the flyby of a spy plane.

China’s actions in the area show its long-term objectives to secure its position and
domination of the area. Beijing’s interests in the conflict are not the only military, as hav-
ing full control of trade routes could give it an upper hand in supervision and influence of
trade flows. China’s strategy shows how great powers continually seek to acquire greater
power to preserve its security. John Mearsheimer (2001) points out in this regard that
“their ultimate aim is to gain a position of dominant power over others (...) because having
dominant power is the best means to ensure one’s survival. Strength ensures the safety
and the greatest strength is the greatest insurance of safety.”

The bor der conflict between China and India

The regions that are currently in dispute between China and India at present Arunachal
Pradesh, a state under Indian control and located in the extreme northeast of the country;
and Aksai Chin, under Chinese control and adjacent to the present Indian state of Ladakh
in Kashmir. In past, Sikkim, a state located in the northeastern part of the country, was the
third subject of dispute between both countries as well; nevertheless, India got full sover-
eignty of it in exchange for its recognition of Chinese possession of Tibet in a state visit by
Chinese Premier Wen Jiabao in 2003 (Pardo, 2019, p. 6).

In 1914, the British Empire, Czarist Russia, and China had conflicting interests over
the Kingdom of Tibet, which had become a de facto independent state after the collapse
of the Qing dynasty. The United Kingdom and Tibet signed the Treaty of Simla, in which
the McMahon Line was established as the border between the British Raj (the British
possessions and protectorates in India) and Tibet. Military aid was also promised to the
newly independent state and some Tibetan lands were handed over to the British Empire,
including the Tibetan region of Tawang (now Arunachal Pradesh, India). A commissioner
of the British Raj was appointed in Tibet and, eventually, China was denied recognition

103



4. CHINA’S INTERNATIONAL CONFLICTS IN THE ERA OF XI JINPING (2013-2020)

of sovereignty and vassalage over the territory (Esteve, 2008, p. 4). The Russian Empire
gave its consent to the conventions of 1914, and this is how Tibet maintained the status
quo acting as a buffer state between British India and China (Embassy of the People’s
Republic of China in the Republic of Peru, 2008, par. 2). Notably, China never recognized
these agreements (Infobae, 2020a, 2017).

India became independent in 1947, and both the United Kingdom and India let Ti-
bet know that the new government, led by Prime Minister Jawaharlal Nehru, would be
charged with compliance with the provisions of the Simla Convention. This meant that, in
the face of a Chinese attack, India would respond in favor of Tibet. However, when Mao
Tse Tung’s China began the invasion in 1950 and the ad hoc Indian commissioner asked
the Nehru government for help, the latter refused, claiming that they should not meddle
in China’s internal affairs, and therefore breaching the clauses of the treaty that Tibet had
signed with the British Empire (Esteve, 2008, p. 10). The bottom reason for this was that
Nehru thought of an idealistic foreign policy towards China, called Hindi-Chini Bhai Bhai,
whose goal was a peaceful coexistence with Mao’s China (Bajpai, 2017, p. 71). Even when
Tibet was already under Chinese control in 1951, India extended its border to the entire
Sela Pass area: a mountain pass that is sacred for Tibetan Buddhism (Esteve, 2008, p. 9).

In 1954 China and India signed the Treaty of Panchsheel, by which they agreed on a
peaceful coexistence based on five points: mutual respect, mutual non-aggression, mutual
non-interference, equality, and mutual benefit, and peaceful coexistence (Rahmati, et al.,
2020, p. 1). However, this commitment did not last long: in 1959 the Tibetans’ uprising
against the Maoist government took place and, fleeing from the Communists because of
his importance as a religious and political figure of his people, the Dalai Lama went into
exile in India. Though Nehru did not recognize the government in exile, he accepted to
protect the Dalai Lama. This enraged Mao Tse Tung, and he accused India of violating
the agreements they had signed only five years ago. There was a slight misunderstanding
in 1958 when India protested a highway that China was building near Aksai Chin, but the
conflict per se did not undermine Indo-Chinese foreign relations.

Tempers continued to escalate when, in 1959, Jawaharlal Nehru visited Beijing and
met with Chinese Premier Zhou Enlai. During the visit, Zhou clarified that China would
not accept the border imposed by the British; hence, the McMahon Line would not be the
effective border of both nations regarding the Chinese (Infobae, 2020a). This led to an
unclear status quo in which neither country knew where one ended and the other began.
Again, Nehru and Enlai met in 1960, this time in New Delhi. Zhou offered Nehru recog-
nition over Tawang / Arunachal Pradesh, in exchange for Aksai Chin, which would serve
to connect the two rogue provinces of Xinjiang and Tibet. Nehru refused, and to this day
China continues to regard Arunachal Pradesh as South Tibet.
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In 1993, China and India agreed to establish the Line of Actual Control (LAC), which
today serves as the de facto border of India and China (CNN Espanol, 2020). China
has continued to refuse the McMahon Line as the official border because it considers
it a product of the “ambition of the imperialist powers.” It should be clarified that this
agreement did not solve the border problem, but only relaxed relations between both
States. From that moment on, despite the tensions between members of the Indian
Army and the People’s Liberation Army on the border, there was never a major conflict
between the two governments. To end the millennium, in 1998 India acquired the status
of nuclear power.

In 2003, both nations signed the Memorandum on the Expansion of Border Trade,
and by 2005, China began to recognize de facto India’s sovereignty over Sikkim (Pardo,
2019, p. 3), which used to be an old neighbor of the old Kingdom of Tibet, but the United
Kingdom and China agreed in 1893 on British sovereignty over the region (Embassy of the
People’s Republic of China, 2008; par. 9; Esteve, 2008, p. 18). China refused to recognize
Indian sovereignty over the region because it came under an unequal treaty, but since
India began to recognize the Tibet Autonomous Region, Beijing returned the favor by rec-
ognizing Sikkim as part of India. Hence, Sikkim is no longer a disputed territory.

Nonetheless, disputes between members of both states’ armies remain constant in the
region. When an incident occurred on the border, especially started by the People’s Liber-
ation Army, India decided to respond in a way that did not implicate an open confronta-
tion with China. The Chinese government continued to send infrastructure to the region,
and built roads, modernized air bases, sent divisions of the People’s Liberation Army,
among other actions. Relations between China and India were “stable” to some extent, but
the border went increasingly militarized.

The current border, the Line of Actual Control, continues to be very diffuse, and rela-
tions do not end up being entirely stable because both countries constantly accuse each
other of invading each other’s territory. Both China and India, when accused of this type of
action, proceed to deny and disqualify the border military actions of both. It is important
to mention that Sino-Indian economic relations have not been significantly affected by
the border conflict; on the contrary, the commercial relationship -as an expression of both
states’ soft power- has grown exponentially in recent years.

Regarding the actual status of the conflict, Chinese President Xi Jinping and Indian
Prime Minister Narendra Modi have had about 18 meetings since 2014, promising in all of
them to greater cooperation and understanding between the two nations. However, Modi
treats China with skepticism, and while he seeks a solution to the border conflict, he has
not hesitated to openly challenge the Chinese hegemony on the continent (Bajpai, 2017).
Both states hold an open confrontation on the border, but at the same time, they call
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for peace and economic cooperation (see Xinhua News Agency, 2014; and Xinhua News
Agency, 2019).

In Xi Jinping’s visit to Narendra Modi in Chennai (in southern India) on 12 October
2019, both leaders discussed the importance of bilateral and regional stability. According
to Xinhua News Agency (2019), Xi Jinping shared with his Indian counterpart a series of
six points that aim to guide the increasingly important China-India relationship and to
reflect the weight that both nations should have in the world:

« A good neighbor policy: Of harmony and teamwork, based on continuous communi-
cation.

« Friendly Cooperation: A closer relationship beyond cordiality between the two nations
would be fostered. They should not be carried away by their differences, but rather find
a peaceful and just solution to the border problem.

« The promotion of their military relations under the direction of cooperation.

« Pragmatic cooperation and convergence of interests: It is a guideline for both States to
seek the highest level of exchange and trade, that is, to become closer economic partners.

 Cultural and people-to-people exchanges to consolidate friendship.

« Strengthen cooperation at the regional and international level: That India and China
be a single voice in multilateral forums such as the G-20, the BRICS countries, the
Shanghai Cooperation Organization, and China-Russia-India cooperation, in addition
to exploring the expansion of China-India Plus cooperation in South Asia, Southeast
Asia, and Africa, and thus, build a network of trade and multilateralism in which both
nations will play a fundamental role under this new multipolar logic. Xinhua News
Agency (2019).

For his part, Modi referred to the uncertainty that exists in Sino-Indian relations but
agrees with strengthening the relationship with China to create mechanisms that deepen
economic, cultural, political, and military communication and coordination between both
countries. He emphasized the control of disputes, a closer association, and the beginning
of a new era of relations between the two most powerful countries in the Asian continent
(Xinhua News Agency, 2019). This is a window of opportunity: both countries have al-
ready signed 24 agreements with a value of 10 billion dollars to promote cooperation in
the portfolios of education, railways, and scientific research (BBC News, 2017). Also, bi-
lateral trade reached the figure of 2000 million dollars to more than 90,000 million in the
last two decades (Haines & Ribeiro, 2020).

Against all odds, in May 2020 a clash took place in Sikkim (near northeast India) that
left four Indian soldiers and seven Chinese wounded. A few days later, on June 15, 2020,
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an even more serious altercation occurred in Galwan Valley, near Ladakh-Aksai Chin, in
the disputed Kashmir region. This altercation left 20 Indian soldiers dead and 76 wound-
ed, while China was silent on its casualties and never gave a number, although it is be-
lieved that the Chinese casualties, between dead and wounded, amount to 43 soldiers (In-
fobae, 2020b). The only Chinese statement on the topic was made by the spokesman for
the Ministry of Foreign Ministry, Zhiao Lijian, who accused India of crossing the border
twice and provoking and attacking staff and urged the Indian authorities not to take uni-
lateral actions that further affect the conflict. This was the first time in more than 45 years
that there are deaths in the areas in dispute between the two nations (Infobae, 2020a).
In September 2020, again, China accused the Indian Army of shooting at the border;
New Delhi denied the allegations. Previously, India accused the People’s Liberation Army
of having kidnapped five Indian civilians in Arunachal Pradesh, claimed by China, following
an announcement on social media by a parliamentarian from the state (Infobae, 2020c).
For the China-India conflict, a confrontational strategy is observed at the geopolitical
level but of cooperation in the bilateral trade relationship. Both powers seek the redistri-
bution of regional power in Asia and the disputed territory represents a variable of great
importance to establish the bases of a bilateral relationship where both countries seek
leadership. John Mearsheimer (2001) establishes, in this sense, that “States pay close at-
tention to how power is distributed among them, and they make a special effort to max-
imize their share of world power (...) They look for opportunities to alter the balance of
power by acquiring additional increments of power at the expense of potential rivals.”

Conclusions

In the last seven years, the government of China has hardened its position in the main in-
ternational conflicts that it faces in different latitudes and there is a significant change in
the perception of threats from abroad and in the consequent implementation of policies at
the domestic and international levels to guarantee the security of the country.

In the official discourse, the government of Xi Jinping still emphasizes some precepts
of the philosophy of Pacific Rise that was implemented in the government of Hu Jintao
and that underlines the peaceful path of China in search of development and regional
and global hegemony, some concepts of the Pacific Rise philosophy such as cooperation,
globalization, governance, and economic and political interdependence became more im-
portant and the government of Xi Jinping argued that its foreign policy would contribute
to this goal.

After Xi Jinping came to power, however, China’s vision of international security un-
derwent significant changes. In the official document titled China’s Military Strategy, it
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was stated for the first time that the role of the military sector in China is strategic to face
the new challenges implied by the rise of new military powers and the policies implement-
ed by the hegemonic powers in the military sector, mainly the United States. In parallel,
China’s military budget began to grow rapidly, and the government developed mecha-
nisms for collaboration between state and private companies with the military sector for
the development of domestic military technology.

The Xi Jinping government established New Strategic Tasks that considered a reori-
entation of China’s military strategy and more active participation of the PLA in the inter-
national territorial conflicts in which the country participates: among these New Strategic
Tasks the following stand out: Effectively safeguard the sovereignty and security of Chi-
na’s territorial land, air, and sea; safeguard the security and interests of China in a new
domain, safeguard the security of China’s foreign interests, Maintain strategic deterrence
and carry out a nuclear counterattack; Strengthen efforts in operations against infiltra-
tion, separatism, and terrorism to maintain China’s political security and social stability.

The rise of China, its growing involvement in international policy, and the policies
implemented in international conflicts have led to a theoretical reinterpretation of China’s
foreign policy, especially in terms of international security. This rethinking is based on
the current situation of the balance of power and its strategic role in the autonomy of the
hegemonic states in disputes. Greater power and a greater range of action imply that the
expansion of the economic and geopolitical interests of the emerging powers becomes a
priority, including strategic actions in international conflicts.

The neorealist theory and its approach to explain the geopolitical factors to engage in
security policies and to achieve greater power is a useful tool to analyze the role of China
and its involvement in territorial conflicts. Moreover, it explains the main variables that
determine the implementation of policies and actions in various latitudes where one of the
central axes is territory and the economic and political resources that are disputed around
its preservation or acquisition.

The context of China’s Pacific Rise is framed by direct competition with the United
States in different areas at the economic, political, and military levels. From the neore-
alist perspective, the search for power at the expense of other states is an intrinsic char-
acteristic of the international system and this may help to explain the current context of
competition between the two powers. The neorealist approach explain by John Mear-
sheimer considers in this sense that “The overriding goal of each state is to maximize its
share of world power, which means gaining power at the expense of other states” (Mear-
sheimer, 2001).

China’s position in international conflicts has become more active and the govern-
ment increases coercion and military intervention to achieve its security objectives. The
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conflicts in which China participates: the Diayou-Senkaku Islands with Japan, the conflict
in the South China Sea, and the conflict in Ladakh-Aksai Chin and Arunachal Pradesh
with India have some elements in common that show a reorientation of foreign policy
China on a security agenda that increasingly resembles the priorities of a hegemonic pow-
er. Kenneth Waltz points out in this sense that “The greater the power of the center, the
stronger the incentive for states to engage in a struggle to control it.” (Waltz, 1979).

The combination of a context characterized by the rise of China as a new hegemon-
ic power and its search for a redistribution of power and territory in different latitudes
shows a recurring trend of the hegemonic states. China’s actions in the conflicts analyzed
in this chapter show that although China’s foreign policy precepts are still influenced by
the philosophy of Pacific Rise, a focus on a neorealist approach seems to predominate, the
search for power, preservation of security, and acquisition (or maintenance) of territories
are prove of that.
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Chapter 5
The Future Of The “One Country Two Systems” Principle
Under The Xi Jinping’s Era

Tatiana Gelvéz Rubio

Abstract

Hong Kong has been a key territory not only for its economic importance as a financial
and banking hub in Asia but also has a historical value as part of China”s arose in the in-
ternational arena reuniting its territory. After the sovereignty handover to the People’s
Republic of China in 1997, Deng Xiaoping and his successors have taken careful consid-
erations to ease the transition under the one country two systems policy and its status as
a Special Administrative Region (SAR). What has been the picture under Xi Jinping”s
government? This chapter provides a general perspective on the Xi Jinping s government
policies for Hong Kong covering three topics: (1) a brief overview of key historical remarks
in the handover from the British domain (2) legal and administrative changes since 2013
(3) a comparison of the government mechanism during the Xi’s mandate compared to
those used to its predecessors after the handover.

Keywords: Hong Kong, People ‘s Republic of China, One China policy.

The destiny of Hong Kong

will be decided by our patriotic
countrymen in Hong Kong.
ZHOU ENLAI

Introduction

Since Hong Kong became a Special Administrative Region (HKSAR), the Chinese govern-
ment has adopted the best path for the territory to return to the motherland. This gargan-
tuan quest has required shrewdness leaders, open to reconcile the government s interests
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of reunification with Hong Kong citizen’s demands. Fully aware of the advantages and
challenges of reincorporation, at the end of the unfair treaties imposed by the British after
the Opium Wars. Deng Xiaoping pursued pragmatic measures in the negotiations with
Great Britain under the principle of “one country two systems”.

Despite the principle worked reasonably well from Deng Xiaoping to Hu Jintao. Un-
der Xi Jinping’s leadership Hong Kong has experienced turmoil and social unrest. That
Xi Jinping has adopted a coercive style of ruling: sending activists to jail and using violent
means to retreat protests, shows that the leader has taken a hard-line approach to Hong
Kong’s affairs. The design and attempt of implementation of education programmes to
make new generations more aligned with Beijing, are other examples of strategies of co-
ercion instead of negotiation. As a result, local civic movements have reacted in the last
half a decade in Hong Kong to express that the citizens stand up and want to be counted.

Although China does not rely on Hong Kong’s trade and financial strength as it used
to be in the nineties. The fifth generation of leaders is aware that the island is a strategic
territory to the following plans of the internationalization of the renminbi, a bypass for the
relations with South East Asia, as well as a proactive engine for the Belt and Road Initia-
tive cooperating with enterprises and helping to translate policies into business opportu-
nities and the key player to take forward the project of the Guangdong-Hong Kong- Macao
area, a development plan for a world class city cluster in the southern region (Lam, 2017).

What explains riots and social disobedience in Hong Kong? How has Xi Jinping’s
leadership been in facing these challenges? This chapter provides a general overview of
the political configuration in Hong Kong, the main events experienced since Xi Jinping
became president and some future prospects of governance and democracy. The chapter
is divided in 5 sections. Section 1 is this introduction. Section 2 presents a brief overview
in the transformation of types of leadership in China since 1949 and the current challeng-
es of the fifth generation. Section 3 provides a historical description of the strategies that
the Chinese government for Hong Kong. Section 4 describes the main events in Hong
Kong that have marked the government of Xi Jinping. Section 5 presents analysis from an
economic point of view of the changes in the territory.

2, Transformations in leadership in China

It is undeniable that China has moved into a more plural society in the last four decades.
These changes have also led the Chinese leadership into an evolution. While Mao”s era of
“War and Revolution” had a strong approach to leadership mediated by old dialogues, a
peasant’s population and heartland revolutionaries crucial for the triumph of the Chinese
Communist Party. Deng Xiaoping”s times of “Peace and Development” aimed to respond
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to the social demands of a society claiming a better quality of life. On the other hand, the
leadership of Jiang Zemin and the “Harmonious World” of Hu Jintao, show a mediator
type of leadership that seeks to guarantee stability allowing continuity in the economic
rise of China.

In the 21st Century, the configuration of the Chinese society is the consequence of
the rapid economic transformations. Thus, the fifth generation faces a more pluralised
society, with a rise in the middle class and bureaucratic offices led by young and educat-
ed technocrats with different professional backgrounds and fully connected to the world.
Hence, Xi Jinping’s envisions a new era of the “Chinese Dream”, where the country stands
with a different image in the international arena as a world leader but also needs to rec-
oncile with a different type citizen’s expectations and interactions with the government
(Wang, 2014).

MacGregor (1978) proposes four categories of leadership in China by looking at the
leader’s goals. The author defines each category as follows: strong leaders are those whose
power is not contested in any sense even under bad performance. Transformational or
transactional leaders aim enormous changes. System maintenance leaders aim to assure
stable conditions without much ambition to perform dramatic changes. Finally, power
wielder leaders seek power as an end reassuring the image as a major player of the ruling
territory.

The author indicates that Chinese leadership styles have changed across time. Figure 1
provides a general overview of these changes. It is important to notice that the categories
for each president are based on general patterns of leadership style. However, this is not
a normative classification. For instance, Mao Zedong was also a transformational leader
by attempting to achieve changes in the societal organization. However, the use of coer-
cive means and ideology as mechanisms of power, make him to be classified in the strong
leadership category. Deng Xiaoping’s approach to transformation aimed to respond to the
citizen’s needs for development and economic progress, using material gains as incentives
for support of his plans, thus his leadership is more associated with a transactional style.

Jiang Zemin continued the plans that Deng Xiaoping started. However, the changes
he formulated were more transactional than transformational in the accession of China
to the WTO and political changes in the CCP increasing memberships with the policy of
“Three represents” in 2000.

With Xi Jinping the government style achieved an inflection point where the leader-
ship is no longer attempting to give continuity to the plans of previous governments, but it
has reached a new era of transformations with a different perspective of China as a major
player in the international arena.
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Figure 1. Timeline of leadership types in China

System
Strong Transformational rr.|a|nte nance Power Wielder
Mao Zedong Deng Xiaoping 1'?33 3225“0'3? Xi Jinping
(1949-1976) (1978-1992)) Hu Jintao (2012- Now)
(2003-2013)

Source: Author elaboration based on Leadership categories of MacGregor (1978).

As the leadership has changed, the society has also experienced transformations,
Lampton (2014) posits that the legitimacy of the leaders in the fifth generation is subject
to the ability of rulers to efficiently understand and provide solutions to citizen’s needs
such as economic growth, social stability and expand living opportunities. Thus, Chinese
leaders today listen and have into account the interest of the people more than ever in the
entire Chinese history.

3. Leadership approaches to Hong Kong

The negotiations for the return of the People’s Republic of China sovereignty to the terri-
tories taken in the unfair treaties of the opium wars was one of the most challenging tasks
for Deng Xiaoping. From 1983 until early 1990, China’s ranking representative in British
Hong Kong was the director of the Xinhua News Agency, Xu Jiatun. He was a key person
to mediate between Beijing”s plans and also paid attention to Hong Kong"s people inter-
est and wishes (Hing, 1994).

At that moment, the three key factors for Hong Kong were stability: in mainland Chi-
na, open door and reform, for many global firms from Hong Kong as a door to China’s
market but upholds transparent rules as western countries and cooperation with the Unit-
ed Kingdom. Britain signed a treaty that guarantees that Hong Kong way of life will re-
main unchanged until 2047.

Deng Xiaoping”s approach to economic reforms aimed to foster development and
economic prosperity for Chinese people, making the Communist less ideological and more
pragmatic. This approach sought to avoid ideological debate and focus his reforms to pur-
sue economic growth. In that sense, Deng Xiaoping was obsessed with economic develop-
ment, thus he had a positive attitude regarding the Hong Kong”s economic prosperity of
trade and financial services. This perspective made that Deng’s perception of democracy
was not an end but a mean to guarantee stability for business as usual after the handover
(Hu, 1998; Hing, 1994).
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When Hong Kong reverted to mainland China rule in 1997, the Basic Law emerged as
the foundation of the legal system of the island. The Basic Law established that Beijing
would allow Hong Kong citizens to maintain the political rule that was established under
the British control. The idea of the “one country two systems” principle established polit-
ical and economic autonomy from the central government and aimed to create conditions
for a smooth transition to the complete control of mainland China by 2047.

Moreover, the “one country two systems” framework was planned to be a model that
helped to bring back Taiwan and achieve the unification of the Chinese territory (Barron,
2019; Chang, 2015). To achieve this objective, it is undeniable that the freedom of speech
and critical thinking taught in the schools and universities in Hong Kong makes that many
citizens are able to have their own political point of view (Kuang and Lau, 2002). In that
sense, Beijing requires to reconcile their political structure and logic with this specific type
of societal configuration.

The government of Hu Jintao had a strategy of contention for dissidents and those
who promote democracy and human rights in Hong Kong and attempted to restrain free-
dom through the detention of the group promoting the Charter 08" including the leader
of this initiative Liu Xiaobo in 2008 (Human rights Watch, 2008). However, Hu sought
to use indirect measures instructing the Chief Executive to use discrete tactics to dissuade
and secure social stability and sometimes even negotiate the price of the rights (Fu and
Distelhorst, 2018).

Xi Jinping s approach to Hong Kong have two main elements. First, China“s model
is superior to liberal values and universal suffrage practiced in the West and open door
for Western economic and political ideas will undermine the power of the Chinese state
(Economy, 2014). Second, the Party State has launched political campaigns against grass-
roots and civil society organizations (Naughton, 2017).

Hence, president Xi allows the state to retain significant control, thus the president
uses restrictive strategies to face Hong Kong manifestations such us silencing political
opposition. According to Miller (2014). Xi”s repressive tendencies instead of promoting
a smooth reunification with the mainland. The current political scenario has created bar-
riers establish dialogues and a smooth transition to finish the unification process. For
instance, the 2013 internal directive known as Document No. 9 listed an independent civil
society among the seven perils to the Chinese state shows that the government of Xi Jin-
ping is open to establish dialogues with the grassroots (Fu and Distelhorst, 2018).

7 The Charter 08 is a prodemocratic manifesto signed by intellectuals, middle level officials and rural
leaders advocating for fundamental political change in China in the years to come (Link, 2009)
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4. The future of the “one country two systems” principle under the Xi era
Since the beginning, Xi Jinping’s statements have been clear that the legal system must
be under the party’s control and he has declared in several opportunities he is open to
discussing a legal reform but “[China] must absolutely do not follow the Western Road
of judicial independence” (Huang, 2017; Flaherty, 2013). For Hong Kong, the leader
strategies have also shown the interest of Beijing to gain control over Hong Kong pop-
ulation with the plans to incorporate Beijing-approved “patriotic education” into its
school system, these plans halt by the Federation of Students leaflet and later the ex-
tradition law of 2019 are other measures in the same direction of coercion instead of
persuasion strategies.

Regarding political freedom, since the umbrella movement started in 2014, the Communist
Party openly declared that will not tolerate civil disobedience (2>ER#18p, pinyin Gongmin kang-
ming) and hundreds of civil-rights activists and independent lawyers have been harassed by the
police since 2015 (The Economist, 2019) yet people still prepared to join manifestations. The
government claims that the movement is unlawful, and it was perceived to jeopardize social order.

However, it is precise to say that despite the police brutality has been increasing. Yet for Xi
Jinping turn Hong Kong protests into another Tiananmen is not an option given the global reper-
cussions on the president’s ambitions overseas. This section provides a general overview of the
main events that have happened in Hong Kong since 2013 and future prospects for Hong Kong
(Wasserstrom and Ho, 2014).

Occupy Central and the Umbrella Movement
The protests started as a mechanism of pressure to the Central government to implement electoral
genuine universal suffrage (B &2 , pinyin Zhén ptixuin) for the Chief Executive of Hong Kong
established in two of the articles in the Basic Law and reached 10 years after the handover. Later,
the agreement of the People’s Congress in 2007 established voting elections for the Chief Execu-
tive and all the Legislative Council LegCo members also elected based on “one person one vote”
in 2017 (Shi, 2017). Social unrest started in 2014 when the Standing Committee of the National
People’s Congress stated that Hong Kong citizens can elect people based on condition that a nomi-
nating committee could pre-screen because the candidates should “love the country and love Hong
Kong” legitimate and appointed by a committee perceive as a veto for democracy from Beijing
(Mey and Ladegaard, 2015; Gelvez, 2019).

For citizens, this mechanism for nominations has a clear lack of transparency and left
a lot of directionalities to the central government to influence the top leadership of the
island. Instead, citizens claimed that for a democratic process requires following a process
of civil nomination of candidates.
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The protest that started in 2013 evolved into the Umbrella Movement in 2014. It is
important to mention that the Umbrella Movement was not a pre-established plan of pro-
testers, but it was a spontaneous reaction of protesters to protect themselves of police
reaction to demonstrations tearing gas and spraying water through cannons using um-
brellas. Some pictures show yellow umbrellas; thus, the movement got the name of yellow
umbrellas.

In the beginning, the manifestations took place in Admiralty but later the movement
expanded and took specific characteristics according to the territories. As shown in Table
1, the protests do not have a specific group of interest, instead, protesters are a diverse
group with different ranges of age, occupations and lifestyles, but a fundamental commit-
ment with the rule of law and seek democratic participation to elect the Chief Executive
and members of LegCo.

For instance, admiralty for its distinct middle- class character with a strong student
and civic group involvement, Mong Kok for its grassroots and triad involvement, and
Causeway Bay for its popularity with tourists.

Table 1. Main concentrations and characteristics

District Characteristics
Admiralty Student and civic support
Mong Kok Grassroots and triad involvement
Causeway Bay Opportunity to visibility of the protests with
tourists

Source: Own elaboration based on Yuen (2015).

The extradition law
In 2003 marches convinced the authorities stop debating an anti-sedition law and lat-
er on the Chief Executive Tung Chee-Hwa resigned. Since then, and most notably after
Xi became party leader, the central government has tightened measures and response to
leaders of the protests. Although the protests such as the umbrella movement have taken
place during the last five years, the situation got worse since the summer of 2019.
Manifestations join together in an unprecedent march since China took over in 1997
aiming to stop a debate in Hong Kong’s Legislative Council on extradition bill. The law was
particularly concerning for protesters because the law posed a threat of extradition. De-
spite extradition apply only for crimes with heavy sentences where political cases should
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not apply, the party has a long record for punishing critics and pressing charges that do
not appear political®.

Carrie Lam, Chief executive of Hong Kong, defends the law arguing that it is a neces-
sary measure to face a legal gap in the island that allows fugitives to find refuge in Hong
Kong. However, the direct influence of members of the Standing Committee of the Polit-
buro in Beijing creates a lot of mistrust to the initiative.

According to Margaret Ng, legislator 1995-2012, the reason the legal system in Hong
Kong had a firewall with mainland China was to create guarantees that Hong Kong was
trustworthy for investors with a solid legal system. The protests show that citizens do not
trust that abolishing barriers with the mainland China legal system will provide the same
guarantees of rule of law as in Hong Kong (The Economist, 2019).

The events that have been taking place since 2014 show that there is a new generation
of citizens willing to fill high ranking ranks and advocate for a democratic ruling. Civil
society members and activists have learned that it is possible to make their voices heard
through public air. Besides, the use of social media as a mean to mobilize people through
gatherings and making visible in real-time globally the causes they defend has shaped the
way how this generation is mobilizing. This represents a good starting point for the gov-
ernment to approach the youth and establish dialogues that can help them to end social
unrest and create less pressure in politics.

As a result of the protests, the protestors have devoted five demands to the Chief Ex-
ecutive Carrie Lam that include the elimination of the extradition bill, a commission that
judges’ allegations of police brutality, that protesters are not classified as mutineers, am-
nesty for arrested protesters and universal suffrage for the legislative council (LegCo)®
and the head of Hong Kong government.

Hong Kong District Council Elections

During 2019, the citizens elected district councils. The elections showed a substantial in-
crease in electoral participation with a total of 2.9 million people who expressed their
votes at the polls, resulting in an unprecedented increase of 24 percentage points in the
number of voters with respect to 2015 (District Council Elections, 2019). The significant
reduction in abstentionism shows the social unrest that has been experienced since the
protests began in 2014.

8 For example, Gui Minhui a Hong Kong-based publisher of books about communist leaders faces
charges against him referred to a car accident (The Economist, 2019).

1 The Legislative Council of Hong Kong (LegCo) is a unicameral legislature composed by 70 members,
with 35 members elected and 35 members appointed from a interest group based criteria.
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The district council elections show that the pro-democratic parties consolidated them-
selves as a representative political force of the majority, going from 116 to 392 seats from
2015 to 2019.

Although in the northern territories (those with the border with mainland China), on
the island of Lantau and in the heart of the island of Hong Kong, the councilors of political
parties classified as “pro-Beijing” reaches, at best, 40% of the councilors of each district.
As it can be seen in Figure 3, the pro-democratic parties consolidated in the most populat-
ed areas of the island in sectors such as Sha Tin and Eastern.

While 2015 elections the independent candidates represented some particular local
issue such as an animal cause, the search for benefits for the elderly, among others, for
the 2019 elections, although the independent candidates declared that they did not have a
particular partisan affiliation. They showed their preference for a pro-democratic position
in the description of their profile (South China Morning Post, 2019).

Figure 3. Electoral results councilors in the Hong Kong Districts
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Source: Gelvez (2019 a).
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Some of the messages to their constituents on the nomination cards mentioned sup-
port for a free Hong Kong, the defense of democratic rights, as well as others with more
specific purposes, state the commitment to the five demands given to Carrie Lam after the
protests in June in which the record of around two million and one people was broken
during the demonstrations of June 16 of 2019.

5. Socio-economic costs of the crisis in Hong Kong

One of the main motivations to take a careful approach since the handover is that Hong
Kong has been a key illustration for mainland China to organize trade and financial centers
during the opening up process in the nineties. Today the advantages of the Kwai Chung
area still being one of the main connections of China with the world in the seaport, also
the Hong Kong Stock Exchange market still being a financial hub for South-East Asian
countries.

The connection between business elites and the government has a long tradition in
Hong Kong. For instance, Tim and Lagerkvist (2016) explain that Hong Kong tycoons are
experiencing a generational change, where many tycoons that were key factors as eco-
nomic support in the handout are transferring the control of their business to their family
successors, the author highlights that this is an important element in the elites-central
government relation.

Fortunate
Hong Kong, May 2019
Share of offshore RMB- denominated payments 75%
Share of offshore RMB-currency dealing 39%
Share of direct investment into China (avg. 2013-17) 63%
Share of direct investment from China (avg. 2013-17) 59%
Global financial centre rank (out of 102) 3
Banking assets % of GDP 851
Stockmarket value, % GDP 1,207
Number of multinationals with HQ 1,333
Number of banks 194

Source: The Economist, 2019
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Hence, one of the most important aspects of China was to maintain this relationship
and attract stakeholders from mainland China to integrate the new economic elites in the
island. As depicted from Fig. 2, the protests as signs of political stability have an impact on
the Stock Exchange market and put the economic status of the island at risk. For instance,
Hong Kong’s stock market has always bounced back strongly after big protests (Liu, 2019).

Fig. 2 Hang Seng Index and riots and demonstrations
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There are further concerns regarding socioeconomic challenges on wealth distribution
and social class stratification. Xi Jinpings political tightening is seeking a foothold over-
seas making that millionaire want their children receive education overseas and people
with assets of 1.6 million or more have emigrated or plan to do so (Economy, 2014).

Concluding Remarks

The Xi Jinping era offers a clear change in the approach of mainland China’s government
to Hong Kong. While Deng Xiaoping attempted to provide a smooth transition system
under the principle “one country two systems”. Hu’s strategy was contention and media-
tion. Xi Jinping’s ruling provides a cut into a hard-line of power and strategies of coercion.
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Despite protestors have not achieved much progress to any institutional change, as a se-
nior Chinese diplomat summarizes Xi Jinping faces a completely different China to rule
the changes in the leadership where “Mao and Deng could decide, Jiang and the current
leaders must consult”°.

Events such as Occupy Central and the Umbrella Movement shows that people do not
fear the government even under very oppressive conditions. Hence, Xi Jinping’s approach
did not dissuade protestors yet enduring the coercive measures Hong Kong citizens have
created a resilient civic society foundation.

The way how the citizen’s uprising handled through coercive means. It is precise to
mention that the insubordination that motivated occupy central and later the umbrella
movement intended as a rational non-violent civil disobedience and attempted dialogue
as a conflict resolution means without success in the light of any concessions from the
Beijing government.

Yet it is undeniable it is also a fraction to society divided in pro-Beijingners and pro-
Hong Kongers (Lim, 2017) thus, to guarantee governance in the island, it is important to
create new links of trust between citizens and the government. That the police response
to repress protestants has been increasing exponentially the violence makes this more
challenging.

Regarding Hong Kong’s economic status, the fall in the Hang Seng Index shows that
there is an economic cost associated with the clashes of the Beijing authorities and citizens
in Hong Kong. Thus, the exercise of coercive measures harms the image of harmony that
China wants to display internationally. Only if PRC leaders and the Hong Kongers find a
path to a unique way to navigate between the desired democratic ruling and Beijing gov-
ernment style. In this task, while continuing to maintain economic growth the leaders will
achieve balance in the territory.
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Chapter 6
China vs. USA: trade war

Gustavo Girado

Abstract

The events that highlight the consolidation of China’s progress as a powerful economy in
many ways, its rapid rise like a vertex of global responsibility, combined with the foreign
trade policy carried out by the United States. Ever since Donald Trump, they are putting
the economic and commercial system based on global norms under an unprecedented
threat in peacetime. The years 2018 and 2019 are witnesses of the greatest trade war in
modern history and in fact the panorama of world trade policy has been greatly affect-
ed because while it is in the middle of a great turbulence, with several forces moving in
different directions and uncertainty about the final result - and the duration of such ag-
itation - the environment has clearly worsened. In summary, the deepening of political
divisions and justified, growing fears pose the greatest challenges for the world economy
at this time.

Keywords: Trade war, China, USA, trade policy.

Introduction
The years 2018 and 2019 are witnesses of a very important trade dispute, and in fact the
world trade policy landscape has been affected because while it is during great turbulence,
with various forces moving in different directions and uncertainty about the result - and
the duration of such turmoil - the environment has clearly worsened in the middle of one
of the worst episodes affecting global health in a long time. In summary, the deepening of
political divisions and justified, growing fears pose the greatest challenges for the world
economy at this time, given that the health problem is added to the political setback.
Until now, there were rules that -approximately- date from the moment when a cer-
tain configuration of the post-Bretton Woods trading system took place, from which a set
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of regulations based on non-discrimination (as a guiding principle) and other binding and
enforceable commitments in Tariff issues - among other policy instruments - had brought
greater stability to the system and greater market opening, central issues that constituted
the original claim. But gradually, a series of events are encouraging an escalation, let’s say
disruptive: on the one hand, the appearance of new technologies that have been taken ad-
vantage of by commercial management systems; secondly, there is great competition for
geographical spaces due to the rise of a series of developing economies that have gained
their own voice in the concert of nations; third, let’s say that geopolitical aspects appear
that help the landscape to change rapidly and that are the roadmap both for these new ac-
tors and for those developed economies that explain - until now - the design of the world
in which we live. In some ways for the better, but in those that give rise to this work, not
necessarily.

With the world trade system becoming one more tool of the disputes discussed, it frag-
ments and, by weakening, affects the global governance mechanisms that are treated with
so much interest in multilateral spaces. Although the place where these last frictions are
most manifested are the G20 meetings, the central protagonists are not so many econo-
mies but centrally two, which are the largest, most powerful and influential. They are the
US and China, actors who are arguing, and much, almost to the limit of what is politically
acceptable so far. This generates a strong impact on the rest of the world from underlying
systemic problems, which amplify this discussion (Gonzélez and Vero6n, 2019).

This dispute has reached such a degree that, at this point, the protagonists need an
agreement to stabilize not only their markets but also to make a real contribution to global
peace. The disagreement in several of the aspects they discuss, and the sensitive polit-
ical times to come for each one (to mention just two, the 2020 elections in the US and
the proximity of the centenary of the Communist Party of China PR, in 2021), occurs in
a highly sensitive framework and this can put many of the achievements made in terms
of global governance at risk. Furthermore, China is gradually being hit more and more,
including by events taking place outside the country, which threaten the party’s intense
desire for control and stability, as well as its ability to successfully address a confluence of
economic pressures that are going away. accumulating. We will try to reel off these aspects
to understand why this situation has been reached.

The actors. The dispute.

China has come a long way since the founding of the People’s Republic seventy years ago,
and its rise marks one of the most profound changes in the world in the second half of the
20th century. Its subsequent opening up and involvement with the rest of the world had
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the effect of a tectonic movement in the global economy, sending gravitational waves that
have affected - and affect - all corners of the planet. Today, at the end of the second decade
of the 21st century, China considers that it has “the capacity, the will and the responsi-
bility to bring wisdom and strength to improve the global governance system.” Since her
(so-called) “reform and opening-up” policy of 1978, her path led her to join the WTO in
2001 - after 16 years of negotiations - a hallmark that made her a full-time member of
the universe. global cultural, political and economic. But let’s say it now, despite the re-
forms undertaken as a result of that membership, Party-state involvement in the economy
remains widespread. According to the WTO, in early 2018 the Chinese state retained a
majority stake in all but one of the 100 largest publicly traded companies in that country
(WTO 2018).

And with that attitude, China is preparing to commemorate two centenarians. The
aforementioned of the founding of the Communist Party and the birth of the People’s
Republic, in 2049. The Politburo claims that, by the time it happens, poverty has already
been ended and that the (approximately) 1,400 million inhabitants constitute a “Modestly
affluent society”, which just four decades ago was basically a peasant and impoverished
one. Soon, a significant portion of the country will be part of the middle class: it will be the
largest in the world within the same national border.

China understands that, after this phenomenal transformation, it has a lot at stake
at the global level, its voice is stronger, and it disputes spaces of hegemony that were re-
served for the order of the western northern hemisphere since the second postwar period.
China criticizes that concept and tries to transform it to the extent that it sees its interests
as a rising power compromised. In the debate and moving its pieces, it is compelled to
create its own institutions (the AIIB, the New Silk Road, the BRICS and its bank, the SCO,
etc.), an issue that stands out to the extent that the US administration in charge of Donald
Trump, he withdraws, denies and accuses her, as we will see. In a global game almost of
reversed and surprising roles, China appears as the champion of the free market while
the US entrenches itself in defense of protectionism and seriously attacks the functioning
of multilateral institutions and projects (the already old NAFTA, the TPP, now the WTO,
among others).

In its political work to encourage global governance mechanisms, trying to create a
new “symbiotic international system”, which guarantees loans and investments in con-
tracted projects with new “Chinese characteristics” in distant seas and territories, the
country proposes a new “Chinese solution “for a world in crisis. Controversial issues must
be addressed, they cannot be ignored because China needs the world and the world needs
China. Furthermore, recently in Buenos Aires (December 2018), Foreign Minister Wang
Yi argued that defending multilateralism, perfecting global governance, and building a
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community of shared interests corresponds to the trend of the times and the common
interests of all nations. However, not everyone has the same opinion.

The rise of China has drawn attention to its industrial and trade policies, some of
which are breaking or evading multilateral rules. These policies in particular have strained
the world trading system, and, in fact, it is the economy with the highest number of com-
plaints in the WTO for unfair trade practices. That was the framework when, four years
ago, it launched its ambitious “Made in China 2025” industrial strategy, its plan to become
an industrial superpower. This plan constitutes a government strategy to improve its in-
dustry, and together with the 13th Five-Year Plan (2016-2020) of which it is part, they
focus on import substitution by creating specific targets for the displacement of foreign
technologies. This project has changed the way the different institutional actors - and even
governments - see the country.

Broadly speaking, the president of the United States and his advisers made no secret
of their intentions regarding trade with China during the 2016 electoral campaign. China
was the almost exclusive protagonist of his discursive epic and pointed out as the main
culprit of countless evils. that then afflicted the US economy, according to statements by
the Trump administration. This ranges from the more than 60 thousand industrial estab-
lishments to the more than 6 million jobs lost “in these years”, according to the American
president. After some boxing feints in 2017, when Chinese President Xi Jinping and Pres-
ident Trump exchanged visits to Mar-a-Lago and Beijing, the trade war erupted in 2018.
Despite a four-month hiatus for talks after the G20 meeting in Buenos Aires at the end of
that year, that dispute unleashed its worst demons in May 2019. Since then, and with a
schedule that has accelerated and stopped irregularly, almost all bilateral trade between
the United States and China was subject to punitive tariffs until the agreement reached in
January 2020, known as “Phase One” when, and for the first time in two years, there is a
relative decline in punitive tariffs in both directions.

The largest economies in the West increasingly perceive the People’s Republic more
as a systemic rival than as a partner. And while “Made in China 2025 (hereinafter, MiC)
has recently disappeared from official rhetoric (as a by-product of the trade war that we
will discuss), Beijing’s objectives seem to remain unchanged, to the point that its indus-
trial policy It is already being implemented: it wants Chinese companies to become world
leaders in ten core industries by 2025, and aims to be a global technology superpower by
2049. This Plan, according to President Trump, is the plan to beat. It appears veiled as the
background of the trade war we are witnessing.

As included in the MiC, the 13th PQ and other official documents, industrial and com-
mercial policies are critical instruments to carry out state planning in search of strategic
autonomy and / or global leadership in high-tech sectors, such as new technologies. of
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information, numerical control tools and robotics, aerospace equipment, ocean engineer-
ing and high technology equipment, ships, railway equipment, highly energy-saving and
renewable energy powered vehicles, new materials, biomedicine and medical devices, ag-
ricultural machinery, among others.

However, that the commercial relationship between China and the United States is
going through a delicate moment, closely linked to the previously highlighted Chinese de-
velopment project. It is a bid that is accounting for serious consequences, although the un-
derlying fight is not restricted only to the terms of trade between the main Western pow-
er and the Asian giant, but also refers to strategic issues. In any case, China’s economic
strategy is no secret. Since it allowed the participation of foreign direct investment (FDI)
when it decided to open up to foreign capital (last quarter of the last century), Beijing took
advantage of having an abundant and almost free economic factor, this is its unqualified
workforce, to sell products of low technological composition from their territory.

From there and then, it grows its economy, and then creates the capital, infrastruc-
ture, and experience necessary to make the country an innovation powerhouse. This is the
moment in which we meet, and that simultaneously awakens all the demons. However,
history gives lessons in this regard, to avoid the originality of the hour, let’s say. China
is not the first to adopt this strategy, as similar measures have driven countries such as
Germany, France and Japan in their heyday in the last 70 years. And even then, they also
caused considerable trade friction with the United States. Washington appropriately ac-
cused the three countries of unfair trade and monetary policies: Germany and France in
the 1970s and Japan in the 1980s. Closer in time, US administrations have accused China
of the same. But this time, the tension is more worrying for a number of reasons. A he-
gemon has not been challenged in this way for decades: China is far more populous than
Germany, France or Japan, and its economy could quickly become the world’s largest.
Beijing also projects influence beyond its borders, sharing technology with smaller coun-
tries and trying to create a set of close trade and investment relationships, which could
one day be based on the Chinese currency (renminbi) to the detriment of the US dollar.

Like Britain and the Netherlands before it, today the US is the dominant military pow-
er and its reach is global. It has some of the most productive industries in the world and
dominates much of world trade and finance. But, like its predecessors, the US now faces
rising power, a confident and naturally ambitious economy that has the largest population
(until soon), progresses indiscriminately, and the average level of well-being of its popula-
tion, it rises slowly but surely. In sum, naturally the hegemon is being challenged, and this
is why the trade issue is not the dominant one in bilateral disputes.

In theoretical terms and unless something definitely goes wrong, the growth and ex-
pansion of the challenger is almost assured. Conflicts will inevitably arise and among them

131



6. CHINA VS. USA: TRADE WAR

the commercial, perhaps the least impressive, surfaces first. The numerous restrictions so
that important Chinese technology companies can continue working in the United States
and with companies from that country, is the way that the North American lock has tak-
en to curb the systematic global advance of some Chinese companies (Huawei and ZTE,
among others.) and its products (TikTok, among others). The promising superpower re-
quires more access to markets and intellectual property than the incumbent wants to pro-
vide. Always in theoretical terms, what the holder does not give voluntarily, his challenger
will seek to take it. We are talking about a hegemon that designed the post-Bretton Woods
world according to its requirements and as a victorious economy, and where the institu-
tions that emerge from there express that relative power. That is why it is so important to
understand China, as well as to reel off US political behavior.

At the time, then-US President Barack Obama tried to pressure China to change
its attitude through alliances and international cooperation, especially in the form of a
trans-Pacific trade bloc. During his pre-election campaign, Donald Trump had made Chi-
na his main scapegoat to unload on it much of the economic malaise that, in his under-
standing, American society was then suffering.

Rather than form alliances to contain China, from the moment he took office Trump
withdrew the United States from the proposed Trans-Pacific Partnership (TPP) trade
agreement, and clearly expressed his intention to eliminate the bilateral trade deficit be-
tween the United States and China. Of the more than US $ 800 billion in total trade deficit
that the US had with the world, more than half had its origin in its commercial relation-
ship with China, an economy from which many more products come than it sends. More
recently, President Trump showed us how to deliver on that speech: He took a confronta-
tional approach and imposed tariffs on Chinese goods in an escalation that continues to
this day (see details in Box 1). Furthermore, Trump has branded China a “currency ma-
nipulator” by virtue of two bouts of devaluation of the yuan in a short period of time, and
seeks to put an end to what he calls “theft of intellectual property.” It decides, in short, to
reduce that deficit by waging a trade war.

For much of the past century, the United States administered and protected the
rules-based trading system that it created at the end of World War II (WWTII). That sys-
tem required a fundamental breakdown of the pre-war environment of mutual suspicion
between powers, still in competition. Rules were enacted to restrict behaviors that we
might call “selfish”, and even coercive threats from the powerful. The US was a benevo-
lent hegemon (as various authors treat it), whose power arose from control over votes in
multilateral institutions, both directly and through its influence over the G7 countries.
Today China, the economy that grows fast and expands in political, legal and value terms,
appears under-represented in those multilateral institutions and from there it moves ac-
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cording to its interests, creating others that contemplate its own, and the of others whom
it tries to contain®'.

The rapid rise of China has led to demands for a more balanced relationship, one with
higher degrees of reciprocity, in line with its growing status as a leading world power (Eu-
ropean Commission 2019). And indeed, China has taken some steps to defuse tensions,
for example by strengthening and centralizing its intellectual property law enforcement
apparatus and unilaterally lowering tariffs at the end of 2018 and making major conces-
sions in the “Phase One” deal. However, these initiatives have received very limited rec-
ognition. or null in the American debate. For this reason, we maintain that these com-
mercial aspects are not central to the dispute. Furthermore, all the measures promoted by
President Trump, which have found some degree of response from China in similar terms
but with less impact in terms of the volume of money committed, so far have managed to
make the level of global activity fall, to fall bilateral trade and, worse than this, is that the
bilateral trade deficit has deepened and not reduced. That is why the foreign trade policy
measures of the US administration do not seem to have a very different meaning than a
great smoke screen.

A recent EU document synthesizes part of US political actions. It maintains that US
trade policy towards China is embedded in what they call the “Trump doctrine”, a doc-
trine that is based on four lines, all at odds with generally accepted economic analysis: it
overlooks the gains from trade, while ignoring the benefits of specialization; it focuses on
the trade deficit, as if it were the result of trade agreements and not on savings and in-
vestment trends at home and abroad; ignores the changing nature of trade in general and
global global value chains (GVCs) 22 in particular; and disdains the need for cooperation in
international affairs in favor of the pursuit of a politically defined self-interest (Nordhaus,
2018). From this point of view, trade policy intersects with national security strategy, as
trade is a critical means for nations to assert their influence in a new era of great power
competition with strategic rivals (Pence, 2018) and because national security is consid-
ered in a broad sense, so that economic security is included.

2 Which brings a kind of “greening”, if I may, of the theory of International Relations. Hence, also, it is
that the re-readings of IR classics such as “The Sources of Soviet Conduct”, the 1947 article by the American
diplomat George F. Kennan with reference to the former USSR, or to Thucycides himself ( Sparta responded
to the rise of Athens with “fear, insecurity and determination to defend the status quo”), to try to understand
in a contemporary key the inevitability, or not, of an armed conflict.

22 “A GVC comprises a series of tasks necessary for the delivery of a product from its creation to final
consumers, including research and development, product design, the manufacture of different parts and
components, assembly and distribution, in short all different events carried out by companies that are locat-
ed in more than one economy *(Girado, 2017).
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The US foreign trade policy agenda with respect to China is being implemented through
a combination of unilateral instruments and bilateral negotiations that aims to bring Chi-
na to the negotiating table to extract a series of specific and structural concessions. rang-
ing from increased purchases of American goods? to changes in laws and policies that
address highly sensitive areas and are of great concern to the Politburo. The recourse to
cooperate with other partners or with the WTO itself appears more like the exception than
the norm; Furthermore, key US allies and the global trading system that it once founded
are now threatened by unilateral trade measures, presumably aimed, at least in part, at
increasing pressure on China and / or as part of a broader protectionist stance that casts
doubt on the underlying objectives of US trade policy>+.

Briefly (the specific issues are presented in Box 1, below) in early 2018 the US invoked
Section 232 of the Trade Expansion Act of 1962 (alleging a threat to national security) to
increase tariffs on steel and aluminum, which gave rise to the trade disputes of this great
northern economy with the main exporters of these industrial inputs, including China.
Some of them, such as the controversy with Canada and Mexico, were resolved through
negotiations, but others have quickly turned into a full-blown trade war (China). Follow-
ing the Section 301 (unfair trade) investigations, the US increased tariffs on large swaths
of Chinese goods. China was able to retaliate proportionally in the early rounds, but quick-
ly ran out of US exports to add tariffs, given its large bilateral trade surplus with the Unit-
ed States, as China sells much more to the US than it does. economy sends to China.

23 That may have been the goal that was relatively more achieved in January 2020, when China
pledged to increase its purchases from the US by about $ 200 billion in two years, based on the bilateral
trade of 2017.

24 Rising tariffs has come to the forefront of US trade policy. They are based on long-dormant trade
statutes, namely i) Section 201 of the Trade Act of 1974, which authorizes the president to temporarily re-
strict imports that cause or threaten serious harm to domestic industry (the so-called “safeguard” action); ii)
Section 232 of the Trade Expansion Act of 1962, which gives the president the ability to impose restrictions
on imports that are imported in quantities or under circumstances that threaten to harm national security
(“national security clause”) ; and iii) Section 301 of the Trade Act of 1974, whereby the US can (unilaterally)
enforce US rights under trade agreements and respond to policies and practices that deemed unjustifi-
able and that burden or restrict US trade (known as the “reciprocity” provision, and which has rarely been
invoked since the establishment of the WTO) (Congressional Research Service 2019). The main actions
include increasing rates on solar panels and washing machines, adopted under Section 201; steel and alu-
minum imports from Canada, the EU, Mexico, South Korea and other partners, justified under the national
security clause; and higher tariffs on Chinese imports, based on Section 301.

134



THE GOVERNMENT OF XI JINPING: EVALUATION, RESULTS AND CHALLENGES

BOX 1. STRICTLY COMMERCIAL ISSUES

In 2009 the USITC (the agency that regulates US international trade)
established that some imported Chinese tires disturbed the market for
local producers, so then-President Obama announced a tariff increase
for three years (35% the first year, 30% the second year, and 25% the
third year), affecting imports from China for about US $ 2.1 billion annu-
ally. China files a complaint with the WTO but loses. In less than a year,
it launched its own anti-dumping investigations on US-sourced broiler
products, later announcing tariffs of 50.3% to 105.4% on US-sourced
chicken products. and affecting approximately US $ 800 million in the
previous year, and what although it constituted a smaller commercial
flow, turned out to be very effective. While the value of tires exported
from China to the US decreased 23% from 2008 to 2010, the tariff on
chicken caused exports to drop 83% from 2009 to 2010 (US $ 660 mil-
lion). Before the tariff, US broilers were the 3rd most valuable agri-food
product exported to China, and after the tariff they fall to 13th place. A
subsequent round of sanctions would lower them to almost zero.

Closer in time, in early 2018, the US imposed tariffs on imported so-
lar panels and washing machines, directly affecting China (for US $ 1.4
billion) and Korea, respectively. The measures were in line with Trump’s
“America First” policy to protect American manufacturers from foreign
competition. China responded by initiating an anti-dumping investiga-
tion on North American sorghum (affecting an import flow of approxi-
mately US $ 807 million). As in the previous case, China operates com-
mercially on a lower value, but since 38% of North American sorghum
and 81% of its total sorghum exports go to China, although China then
depended on American sorghum (82% of imports and 51% of domestic
consumption), it is a product that is used mainly to feed livestock, so
there are eventually substitutes - other coarse grains - and corn.

In March of that turbulent 2018, the trade problem escalated when
President Trump announced an increase in tariffs on steel (25%) and
aluminum (10%) from various sources, with China being one of the
main losers. The US president signs the order after citing national secu-
rity concerns, affecting with those higher tariffs on imports from China
for some US $ 2.8 billion. The other economies affected by US trade pol-
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icy responded in various ways. The EU imposed tariffs on $ 3.4 billion
in US products, ranging from whiskey and motorcycles to peanuts and
blueberries; India and Turkey had already done the same with products
ranging from rice to automobiles. Then the American president exempt-
ed Canada and Mexico and gave other countries the opportunity to ar-
gue why it should exempt them from tariffs on steel, and hence in the
following weeks the list of exempt countries included the EU, Argentina,
Australia, Brazil and South Korea. Only on China were unilateral trade
sanctions maintained. What has been pointed out so far merely meant
the beginning of the dispute, which escalated rapidly from then on, until
January 2020 when they agree to start de-escalating punitive tariffs very
slowly, while China commits to increasing the purchase of certain North
American products.

As of Fall 2019, more than 90% of products at the six-digit Harmonized Code (HS)
level have experienced tariff increases from one or both countries. In addition, the US is
threatening to increase tariffs on certain consumer products and on Chinese exports worth
$ 250 billion that have already been taxed in previous rounds of tariff increases. Currently
(November 2019), there are signs of a phase-down and negotiations are ongoing. China
offered to lift punitive tariffs on U.S. soybeans and pork amid its current outbreak of Afri-
can swine fever (which opened the Chinese market to want meat for Argentina, for exam-
ple), and the United States also waived temporarily to more than 400 Chinese products
from tariffs, postponing the implementation date of tariff increases (Li, et al 2019).

In a detailed exercise to measure U.S. trade protection in 2018, Chad Bown and Eva
Zhang found that, in total, the five sets of tariffs adopted by President Trump covered $
303.7 billion, or 12, 6% of total goods imported by the US in 2017. By adding other special
duties, many established by previous administrations, the volume of covered US imports
increases to 14.9% (Bown and Zhang 2019). China is the main country affected by this
accumulation of special US tariffs. Overall, more than 50% of US imports from China had
become subject to special US trade protection by the end of 2018.

Character of the Chinese response
Regarding the nature of China’s political and commercial reaction, it then goes from be-
ginning with a kind of “timid” retaliation to later “aggressive” responses (first affecting
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$ 3 billion of imports to $ 50 billion some time later ), covering a very different set of
products. A careful analysis of China’s imports from the United States by product can help
explain the reasons behind such behavior and, ultimately, the costs involved?s.

In these cases, China chose substitutable products between products and sources. In
products, half of the chicken derivatives in the US were claws - replaceable snack - and
sorghum is commonly used for food, in turn substitutable for corn and other cereals. In
sources, chicken has a domestic and international production base, and it is there that
China pursues substitutability between sources through its diversification2¢. The dis-
proportion in the amounts that China has been affecting in retaliation for the attacks by
the North American executive makes sense within the framework of the aforementioned
strategy.

The fact that China did not target soybeans for the blow it received with the steel
and aluminum tariffs is not surprising in light of the “proportionate response” principle:
consider that if China had retaliated against US soybeans While China exports US $ 2.8
billions of steel and aluminum products to the US, it imported just over US $ 12 billion
worth of soybeans from the US in 2017, and more than US $ 14 billion in 2016. Choosing
soybeans would have involved a dramatic escalation and strategic deviation. Currently,
China depends on soybeans from Brazil and the United States to supply about 90% of
its consumption of this grain - mainly for food - and the large volume of exports makes
it more difficult to move than other products. However, if necessary, it could change the
origin of a significant part of these imports to bring more from MERCOSUR, and / or also
seek to replace soybeans with other products.

Then, looking at the list of the top 10 U.S. agricultural product exports to China, it be-
comes obvious that products outside the top 10, unless combined, do not have trade flows
large enough to be an important part of a proportional response. China will likely retaliate
on three principles, exploring areas where there is a large share of Chinese imports in total
US exports, a low percentage of Chinese imports from the US compared to other countries
and a low percentage of Chinese imports in world exports.

25 From here we could make a first evaluation, since in a certain sense there is an important similarity
between what happened with soybeans and sorghum, products affected in different instances of this com-
mercial dispute. China imported miniscule amounts of sorghum from the US prior to 2013, but as Chinese
corn policies boosted feed corn prices - and shipments from the US were genetically modified, not allowed
in China - the Chinese demand was directed to sorghum, with China becoming the dominant importer and
growth driver of US sorghum production. China tends to focus on agricultural products with trade flows
comparable to US targets for the apparent purpose of sending a message, while appearing to try to avoid
escalation by choosing targets with lower trade value, as we'll see.

26 For this reason, it allowed imports of Argentine sorghum in 2014, after imports from the US grew
rapidly, that is, as an alternative supplier.
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Briefly, then, China’s policy of retaliation appears to be defined within these parameters:

1. China retaliates on products for which it has alternative suppliers;

2. China assesses that the Chinese market is important to the US exporter, so that the re-
striction affects specific interests;

3. China tries to affect imports originating from Trump’s base of political support (Mid-
west).

Furthermore, of the 1,333 specific products affected with higher tariffs for more than a
year and a half, around 70% of them are high-end manufactures. The US with its decision
affected China where it can most affect it, namely, in its objective of improving its man-
ufacturing industry: the MiC strategic plan. Similarly, only 3% of the imported products
included in the US list are low-end, which supports the thesis of the US ultimate goal is to
contain the technological growth of China, both upstream as downstream within the GVCs
of high-tech products. This issue is central to the bilateral relationship.

The United States’ attempt to contain China’s rise in technology by limiting Chinese
exports of high-end goods has forced China to heighten its risks and retaliate more con-
spicuously and painfully, primarily against larger US imports. level of sophistication (vis
a vis the agri-food products mentioned so far), and although this may affect the speed of
China’s technological convergence, everything will depend on whether other developed
countries follow the US in its protectionist movement. In that sense, not only trade rela-
tions between China and the EU are all the more relevant in this context, but also China’s
relations with Japan and South Korea.

The political origin of the North American decisions was made public one already em-
blematic day (03/22/2018), when the US issued a presidential memorandum in reference
to Section 301% of the “Investigation of laws, policies, practices or actions of China,” which
proposed to impose tariffs on up to $ 50 billion of Chinese imports in response to alleged
Chinese theft of US intellectual property=®. The reasons put forward by the Trump admin-
istration for imposing another round of tariff increases included:

27 “Section 301 "is a statute that provides the President of the United States with substantive authority
and power to correct actions in certain circumstances, where, for example, business or political practices
that are considered unfair by business partners are observed.

28 At that meeting, Trump gave the US trade representative, Robert Lighthizer, 15 days to draw up a
list of products to impose tariffs. The official said that he would draw from assets that the Chinese govern-
ment had said in various policy documents that it wanted to dominate, particularly those mentioned in the
MiC2025 plan.
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1. The large trade deficit between the United States and China, with a strong surplus in
favor of the latter;

2. The fact that China would have forced US technology-intensive companies to enter
into joint ventures with Chinese individuals and share their technology in exchange
for market access;

3. The alleged theft of US intellectual property by China;

4. Protection in China against foreign competition for domestic companies, based on
national security concerns.

Following that memorandum, the Trade Representative published the provisional list
covering around 1,300 Chinese products, covering a wide range of sectors (ranging from
raw materials to construction machinery, aerospace, agricultural equipment, electronics,
medical devices and products of consumption), but clearly concentrated in those that ap-
pear in the MiC. The reason was no longer national security (as was the case with steel and
aluminum) or the protection of national industries (as was the case with solar panels and
washing machines), but rather China’s violation of intellectual property rights. This put in
white on black that the US was and is trying to slow down China’s technological advances.

The argument tries to gain some sophistication in its approach: according to official
documents, the main objectives of US trade policy towards China, some of which also
apply to other trading partners, include defending American companies and workers un-
fair trade practices, restore the balance of the trade relationship and make China bear
the costs but, fundamentally, encourage China to make fundamental structural changes
(USTR 2019).

The technological question and decoupling

Nobel Laureate in Economics Paul Krugman (2019) recently argued that every time they
give a truce and give Trump the opportunity to reconsider, he takes it as proof that he is
right and pushes even more. In turn, what this suggests is that at any moment the “warn-
ing shots” will escalate into a trade and currency war across the front lines. His emphasis
seems to be on China’s trade surplus with the US, which has multiple causes and is not
actually under the control of the Chinese government.

Beyond the political attitude of the US executive, based on the evolution and escala-
tion of the conflict, and in light of the result of the multiple ministerial meetings in which
both economies try to reach a trade agreement, it can be said that the US strategy. The US
has evolved over time from one in which the initial objective was to reduce the US bilateral
trade deficit with China, to a much more specific but also relevant one, namely: to restrict
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China’s industrial progress. Today, progress has been made bilaterally on the first issue,
while Chinese technological scaling is attacked through prohibitions and various political
pressures®. The politics of the conflict is clear now, as it has turned into an existential
struggle and speaks to the virtues of containment, disengagement and self-reliance.

Nobel Laureate in Economics Paul Krugman (2019) recently argued that every time
they give a truce and give Trump the opportunity to reconsider, he takes it as proof that
he is right and pushes even more. In turn, what this suggests is that at any moment the
“warning shots” will escalate into a trade and currency war across the front lines. His em-
phasis seems to be on China’s trade surplus with the US, which has multiple causes and is
not actually under the control of the Chinese government.

Beyond the political attitude of the US executive, based on the evolution and escala-
tion of the conflict, and in light of the result of the multiple ministerial meetings in which
both economies try to reach a trade agreement, it can be said that the US strategy. The
US has evolved over time from one in which the initial objective was to reduce the US
bilateral trade deficit with China, to a much more specific but also relevant one, namely:
to restrict China’s industrial progress. The politics of the conflict is clear now, as it has
turned into an existential struggle and speaks to the virtues of containment, disengage-
ment and self-reliance.

This is evident from the fact that the US has excluded most of its allies from import
tariff hikes - steel and aluminum - and has targeted only China with measures to, accord-
ing to Washington, protect the intellectual property rights of North American producerss°.
Hence, a view prevails that maintains that current frictions are much deeper than trade
confrontations (which are usually settled in the WTO)3' and have more to do with control
over certain types of technologies such as artificial intelligence (AI), key inputs such as
energy sources for electric vehicles and control over connectivity, both physical and digital
(Choer Moraes, 2018).

29 Great Britain refuses and prevents its companies from working with Huawei, Sweden does the same
with Huawei and ZTE, Australia, New Zealand, India and Japan, among others, are gradually working po-
litically in the same sense of those prohibitions.

30 According to Krugman, China is already an economic superpower but at the same time relatively poor
compared to the US From there, it is unrealistic to imagine that such a country can be pushed to back down
in its technological ambitions.

3 The list of sticking points is long and the spectrum broad. That list includes cyber espionage - national
security - and the weapons that Taiwan buys sold by the US, the new Hong Kong Security Law, a formal
declaration of opposition to China’s maritime claims in the South China Sea and the sovereign disputes that
it brings with it, the establishment of stricter limits on Huawei’s technology, the alleged attacks against hu-
man rights in Xinjiang, not forgetting the recent mutual closures of consulates and expulsions of journalists,
among others.
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In the framework of gaining adherence to the political positions of the North Amer-
ican executive, the Office of the United States Trade Representative affirms that the
application of industrial policies by China is detrimental to American interests because
they limit market access for imported goods, foreign manufacturers and foreign ser-
vice providers, while offering substantial guidance, subsidies, and regulatory support to
Chinese SOEs and other industries not only in China but also abroad (USTR 2019). The
concern of these officials lies in the alleged misappropriation of foreign technologies,
through the forced transfer of technology and the infringement of intellectual property.
The asymmetry in market access between China and the more advanced economies is
also a source of tension. European research bureau’s tend to argue along these lines,
albeit less emphatically: while China has until recently benefited from relatively open
markets in most advanced economies, foreign companies face higher tariffs, non-tariff
barriers, trade and investment restrictions in services, discrimination in public procure-
ment and other limitations in the Chinese market (BDI 2019, European Union Chamber
of Commerce in China 2018).

So, in order not to detract from the trade dispute, per se important, perhaps it is better
to say that the current trade dispute includes technological rivalry and geostrategic con-
siderations, ranging from the military advantage that dominance in some of the emerging
technologies can produce, to the increase in business conflicts related to cybersecurity
worldwide (Girado, 2018; Madnick et al. 2019). Political statements suggest that tariff
increases are being used as a bargaining chip for various purposes, such as reducing bi-
lateral trade deficits, achieving greater leverage to negotiate new agreements, bringing
manufacturing to the US (“ decoupling ”) or punish countries that have certain behaviors.

Concerns first focused on the challenges faced by foreign companies competing in the
Chinese market, but now extend to competition with Chinese companies in developed
and third-country markets, and on expanding Chinese investments and acquisitions of
technologies. advanced, all of which is also intertwined with strategic considerations. The
system was supporting China’s rapid economic development, but that general preference
conflicts with, and clashes with, China’s own internal economic model, thus far only par-
tially driven by the market. Since early 2018, the US stance with its “America First” policy
has put China at the center of its trade policy agenda.

The United States seeks to reform China’s policies, alter the type of bilateral relation-
ship and establish new rules and enforcement mechanisms for the eventual agreement
they reach. It is because of this type of demand implicit in the texts (and explicit in the
ministerial meetings, according to the Chinese officials) that the bilateral meetings have
so far failed. As of early May 2019, there appeared to be a reasonable possibility that
some specific commitments on market access and structural reforms had been agreed,
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even though the exact content was still unknown. However, each side accused the other
of demanding major last-minute changes to the draft agreement. Not only did they fail
to agree, but the conflict escalated from then on: despite the so-called “food diplomacy”
(from where China at one point buys more products from the North American Midwest,
and at others it raises their tariffs going to sourcing from other sources), trade talks col-
lapsed as the United States accused China of backtracking on its commitments, while Chi-
na criticized the United States for making excessive demands.

At this stage, already with the American elections in sight, any outcome is impossible
to predict. When they were closer to the agreement, the differences between the drafts
(simply, the elimination of several pages) and the documentation that was finally put to
the consideration of those most responsible, exposed the impossibility for the parties of
assume the political cost of the assignments that each party believes it has to make. For
China, of course, it is unacceptable that after the “unequal treaties” of the second half of
the 19th century, the signatures required of it are to sign the same tenor of concessions
from another Western power. Before Britain and France, mainly, and now the US.

Of particular concern is the issue of “decoupling,” that is, whether the US aims to sep-
arate its economic relationship with China through diversification of the supply chain, to
reduce economic dependence and strategic vulnerability. and contain China (Lamy 2018).
Decoupling would bring enormous costs to the US economy and important consequences
for third countries, some of which have companies highly integrated with Chinese capital,
even more than with the US Given the nature that the dispute has assumed the end of the
trade war is unlikely to end the technology war. Over the past 40 years, the Chinese econo-
my has become increasingly integrated into global supply chains, technology markets, and
financial flows; now the country must worry about being gradually cut off from all these
sources of growth if decoupling becomes a reality (Dollar et al. 2019).

In terms of technology, it is clear that both parties would lose if decoupling disrupts
supply chains, international scientific collaboration, visa allocation, educational exchang-
es, etc. However, it appears that China’s risk of loss is higher due to the larger role that
trade plays in its economy. China relies almost entirely on foreign companies to meet its
needs for integrated circuits (the North American Qualcomm is the best example), but
given the technological interdependence, the efforts of the US government to decouple
the technological economies of both countries will hurt American companies, which are
dominant in the Chinese market.

And what is the character of that part of the dispute, the one that concerns the aggre-
gate of knowledge that takes the form of high-tech products? Well, the point becomes a
core issue since the policies that China has defined in recent decades to be less dependent
on the West, characterize its development model that, regardless of perfectly understand-
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able ideological assessments, they have managed to draw from the poverty to hundreds of
millions of people in a very short time.

We understand that the dispute for the spaces of hegemony in structural aspects that
make the world work today, if we are allowed, are central. Among them there is one that
takes on almost natural visibility, such as the question of artificial intelligence (AI). These
issues - for which there is still no “WTO” to deal with them - are cooked under the heat of
intellectual property, and on which the rest of the production experiences revolve, be they
manufacturing or services. The extraordinary advance of some Chinese companies (their
unicorns, born in the heat of public policy to generate “national champions”), summarized
in the advance of Huawei, has put in check the North American policies that, until now,
had been establishing the patterns technologies and standards on which manufactures of
high technological composition are deployed. That leadership is being challenged for the
first time, and by no less a developing economy-based companies like China.

In summary, and because it is not the center of our work, the drastic change in the way
manufacturing is done appears when manufacturing production in the north of the globe
begins to be divided into various stages and geographically dispersed plants in the world.
The Chinese process of promotion in GVCs and of greater involvement in the world produc-
tion of all types of manufactures, is given by a combination of business integration strate-
gies in GVCs, with trajectories that gave rise to the generation of “national champions” in
sectors that the Politburo deemed strategic such as oil, iron and steel, civil construction,
some military branches and information technology (ITC), among others, along with the
strict control of the financial system by the State. Integrating competitively and moving up
in global production chains have been some of the most important objectives of Chinese in-
dustrial policy, since it’s now famous process of opening and reform began (Girado, 2017).

As is often remembered, the back of each iPhone reads “Designed by Apple in Califor-
nia. Assembled in China.” So far, the US provides the knowledge embodied in the prop-
erty, the design, the patent and all those aspects that make the greatest value that each of
these Apple devices has inside, while in the territory of China, a company of Taiwanese or-
igin (Foxxcon) with thousands of Chinese employees, they assemble them and from there
they distribute to the world. Everything is explained in the operation of the mentioned
CGV. The numbers on the tariff dispute above pale. Put less elegantly, it is one thing for
a country to master the technology to make televisions and toys, and another to control
knowledge to make core information technologies, which are the basis for manufacturing,
networking and weapons systems. Self-reliance may be a good political slogan, let’s say,
but in reality, China’s relations with the United States and the rest of the world are still
characterized by high degrees of dependency but, to be fair, with a much higher degree of
interdependence.

143



6. CHINA VS. USA: TRADE WAR

That is why we say that the offensive against the Chinese plan to develop its high-
tech industries became an attack on the core of China’s political and economic system.
The Chinese model is characterized by its government-led and government-led industrial
growth and innovation that includes elements such as state-owned enterprises in key sec-
tors, government-led industrial policy, and cheap credit from banks32. Hence, as recently
recalled, it is almost natural that an economy whose growth impacts around the world
and with a culture of scientific research, enjoy its technological renaissance: China already
has one of the largest groups of Al scientists, more than 800 million of internet users -
more than any other country - which in turn means more data to refine your new Al. The
consequences are many and they move away from the free market to approach those of
“national security.” The bid for that forward-thinking space prompted a bill to prevent the
US government from doing business with two Chinese telecommunications companies,
Huawei and ZTE.

In sum, what started as a trade war in 2018 with a raid of punitive tariffs imposed by
Washington on China’s exports worth US $ 250 billion (towards the end of the first ten
bilateral meetings), increased dramatically. constant until the Chinese technology com-
pany Huawei was included in a list of entities that are prohibited from operating on US
territory and / or interacting with US capitals for issues that the American government
calls “national security”s3.

What the US is interested in contemplating is its own interests rather than global tech-
nological development. The global standards that underpin today’s cell phone networks
were set by Western technology companies at a time when China was on the sidelines, as
at the time much of the crucial technology was dominated and owned by western giants.
The President of the United States signed an executive order in May 2019 to declare a
national emergency and prohibit foreign companies that pose national security risks from
participating in the construction of information and communications technologies (ITC )
of the US Almost simultaneously the US Department of Commerce reported that it is add-
ing Huawei and 70 related companies affiliated to its List of Entities. This ban on Huawei
will surely lead to further decoupling between the two economies.

32 This challenge to Beijing’s economic model even garnered bipartisan support from elite groups within
the Chinese policymaking community in Washington (that is, both senators and deputies from both major
parties, Democrats and Republicans). The nation’s strategic transition and growing resentment in American
political circles about China generate consensus around Trump’s political discourse: that China is succeed-
ing at the expense of the United States.

33 Tt is a dangerous climb. The worst case scenario is to ban US companies from supplying Huawei as
US authorities will have the final say on technology exports. And that indicates the decoupling of the US and
China in high-tech, “Fang Xingdong, founder of the Beijing-based technology think tank ChinaLabs, told
the Global Times.

144



THE GOVERNMENT OF XI JINPING: EVALUATION, RESULTS AND CHALLENGES

But let’s see how this North American decoupling proposal3+ is arrived at in this vital
sector to understand the accumulation of capital in the modern world, both economic
and political capital. With China’s rapid advancement in innovation and advanced tech-
nology, its standardization capabilities have also increased. This should be viewed as a
positive as it could push the standards in certain areas to a higher level. When old stan-
dards are replaced by new and higher ones, it will inevitably lead to technological prog-
ress. Some Western countries, especially the US, do not hide their discomfort that China
is now seen to be much more influential in setting standards in key technological areas,
as its innovative capabilities have progressed so much that they are already ready to go.
in some segments, to establish the standards, that is, to define the base substrate on
which the technological components will be mounted. Talking about “national security”,
at this point, is almost a truism: whoever defines, administers and manages these tech-
nological formats, could have capacities - totally unknown until today - to become known
(via Al, 10T, 5G) so that the risk for the current hegemonic power is that, eventually, its
secrets cease to be such.

The US stated that critical areas of infrastructure and technology were no longer out
of reach for Chinese investments, including telecommunications and the 5G space, as well
as emerging technologies developed by US early-stage tech firms. , while in parallel, Pres-
ident Trump publicly tried to prevent Europe and its emblematic high-tech companies
(Vodafone, Nokia, Siemens, Erikson) from advancing in their agreements with the Chi-
nese Huawei, under threat of withdrawing its support from NATO because it considers
that these relations They put American security at risk.

The US has also denied China access to and control of any confidential information,
including personal data of Americans, restricted Chinese scientists’ access to funding for
US primary research institutes, and denied visas to some groups and individuals affiliated
with the Chinese government. In retaliation, China has applied additional tariffs on US
exports and compiled its own list of entities, threatening to target “untrustworthy” foreign
companies believed to have harmed the interests of China and Chinese firms.

Conclusions
After more than a dozen rounds of high-level negotiations, the Trump administration per-
sists in understanding that the tariff increases will convince China to modify both its trade

34 As the US-China trade war morphs into a technology conflict, Chinese companies are increasingly
looking to develop new products and reduce their country’s dependence on a global supply chain that ap-
pears to be splitting into smaller regional entities. . American companies are also grappling with the strain
by moving parts of their operations away from China, in anticipation of a further escalation in the trade war.
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practices and its development plans, something that clearly prevents the possibility of
reaching an agreement beyond “Phase One”. Eventually China may be willing to compro-
mise on some issues, buying more American products from January 2020, opening up its
market more to American companies and improving intellectual property protection, in
exchange for the removal of the new tariffs, but not in the measure required by the Trump
administration. In the meantime, multiple retaliatory actions by China were piercing the
will of the United States as the times put President Trump in pre-election trouble. As the
cards are given, the competition between the United States and China will continue be-
yond his term as president.

Coinciding with Kevin Rudd’s3s gaze, we say that up to now each side has been arguing
that this trade war is hurting the other more, but of course it is hurting both by destabi-
lizing markets, destroying business confidence and undermining growth. Each actor also
claims to have sufficient recovery capacities to overcome a prolonged conflict, if it lasts
longer. Here it is not clear who has the strongest argument. The United States is certain-
ly less dependent on trade than China, but China still has stronger fiscal, monetary, and
credit tools at its disposal.

Beyond the rhetoric of conjuncture, the friction is systemic. In fact, we show that in-
stead of narrowing the trade gap, it widened while bilateral trade narrowed. As we de-
scribe, China imposed tariffs on US products that can be replaced by imports from other
countries at similar prices, and even lowered tariffs for those US products that cannot be
bought cheaper elsewhere.

Multiple analysts have agreed these months that the correct way to reduce a trade defi-
cit is by growing the economy faster than household spending, which can only be achieved
by fostering innovation and increasing productivity. A trade war would be achieving the
opposite: hurting the economy, preventing growth and slowing down innovative process-
es. And on these questions Nobel Krugman has been especially emphatic. In this context,
the Trump administration seems to consider tariffs as a useful, convenient element to
slow down China’s economic growth and control its technological power, that is, the rise
on the world stage of who is already a new geopolitical competitor.
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Chapter 7
China-Africa relations, the case of Djibouti. South-South cooperation
or neocolonial expansionism?

Julieta Espin Ocampo and Claudia Barona Castafieda

Abstract

China considers Africa a strategic partner. Both regions have consolidated a growing and
relevant relationship that have brought as a result important development and invest-
ment projects in the African countries. Beijing has been implementing a series of policies
that have had a deep impact in economic, political and cultural terms, however, some of
these policies remain controversial for a number of reasons (related mainly to labor, ecol-
ogy and human rights). Some critical views consider there is a new pattern of dependency
from the African countries to China, based on this context, some cases are particularly
important, such as the cases of the Democratic Republic of Congo and Argelia, which will
be analyzed throughout the chapter.

Keywords: China, Africa, dependency, investment foreign aid, direct foreign investment.

Introduction

China’s relationship with Africa has gone through several stages throughout its history. A
link that has not been constant but has been determined by the interests of Beijing. Since
its imperial era, China has maintained a policy of trade openness and closure according to
its interests and historical context. For example, in the 15th century, Chinese merchants
arrived in East Africa. This is the case of Admiral Zheng He, who ventured to the east-
ern beaches of Africa with the mission of creating a commercial relationship in the area
(Bustince, 2015).

In the mid-20th century, contacts between the two regions were once again reinforced,
although bonds cannot yet be considered strong or very close. In 1955, the Bandung Con-
ference was the setting for Beijing to project a more active foreign policy (Bustince, 2015)
in a Cold War world. The Asian giant increased its cooperation as part of a campaign of
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solidarity with developing countries. In this context, the Chinese government sought to
gain allies in Africa as a counterweight to the hegemony of the Soviet Union and the Unit-
ed States, that is, its goal was to become an important leader of the so-called Third World
countries.

China’s presence in Africa has a significant historical background, especially in its dif-
ferent areas of interest. Nothing is left to chance, least of all in the case of a planned econ-
omy such as China. Since 2009, the country has resumed the path undertaken by Zhen
He and built up a network of alliances that starts from the Horn of Africa (strategic zone),
moves inland, and continues towards the northern part of the continent. All of them are
territories of geopolitical importance that allow China to consolidate its geopolitical proj-
ects, the so-called Belt and Road Initiative, and the String of Pearls.

In this context, this paper reviews Beijing’s policies towards the African continent in
the first two decades of the 21st century. Chinese diplomacy in Africa is determined by
soft power as a political linkage strategy. At this point, it is important to stress that this
concept, coined by Joseph S. Nye, notes that countries have alternative instruments to
the use of force with which to persuade other nations about their virtues, such as culture,
technological development, foreign policies, and political values (Nye, 2004). In the case
at hand, this soft power manifested itself primarily through financing and the creation of
infrastructure by Chinese public banks and companies in African countries. Subsequently,
Djibouti’s case is discussed as an example of the new economic order that China is creat-
ing on the continent.

Recent large-scale investments and the establishment of China’s first military base
outside its territory make Djibouti an interesting case study, whilst its relations with the
Asian giant may represent a further step towards increasing Chinese influence in Africa.
For some authors, African countries would no longer be mere suppliers of raw materi-
als and would become preferred and strategic partners for China in economic and mili-
tary terms; while other analysts regard such investments as a neocolonial policy aimed at
strengthening China’s consolidation as a world power.

China and its investments on the African continent

Africa has been a continent of strategic interest to China for a few years now. China claims
its policies towards this continent have been based on a South-South cooperation ap-
proach, although it has been strongly criticized for what some consider 21st-century co-
lonialism. The Chinese project has succeeded in displacing European powers, historically
with a significant presence in the area, as the main trade partner of many African coun-
tries. A clear example of this important regional change is the case of Algeria. As can be
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seen in Figures 1 and 2, after years of concentrating its hydrocarbon exports to France,
Algeria has curbed its exports to its former colonizer and turned to China, which has con-
solidated itself as a long-term trading partner.

Algerian fuel and oil exports to France, 2010 to 2016
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In the first two decades of the 21st century, China has woven a series of policies
towards Africa that have been welcomed by many local governments. Although Chi-
na-driven development plans for Africa put China at the forefront, the relationship be-
tween the two is considered more balanced from the perspective of the African countries
concerned. On the one hand, the developing world is an area where Beijing’s foreign
policy has pursued a common interest; on the other hand, this policy enhances China’s
global status and increases its bargaining power with the United States. In other words,
China is trying to create its support bloc and natural resource supply center. It is clear
that it sees itself as an important global power and tries to behave accordingly (Taylor,
2006) to defend its national interests, which include meeting the needs of a very large
population.

Africa has been a continent of great value not only for the People’s Republic of China
but for the powers that colonized it and, in some cases, maintain their presence at a re-
gional level. Notwithstanding its economic interests, Beijing is interested in the influence
and political weight of developing countries within the framework of the United Nations.
The continent provides a large and extremely useful platform for China to project its
claims of international status, as well as a shield in times of crisis. Beijing has been able
to take advantage of the complex relationship that African countries and people have
with their former colonial powers and, more recently, with the United States. China has
sought to build ties with the developing world as a means of strengthening its position in
the international system (Taylor, 2006). Globalization in the face of regionalism causes
the Chinese government to rethink both its position on the international stage and its
alliances.

The growth in economic relations between China and African countries has been very
significant in recent decades. According to official reports, “China-Africa trade rose from
just $765 million in 1978 to $170 billion in 2017, an increase of more than 200 times. In
the first five months of 2018, China-Africa trade increased by 17.7% year-on-year to nearly
$82 billion” (Xinhua, 2018). The same source claims that the investment amounted to
more than $100 billion. Direct investment was $66 billion and has enabled the creation
of 130,750 jobs from 2005 to 2016. China is interested in building infrastructure in areas
that are a priority for its economy and thereby expanding its networks on the continent.
All this in a project that includes more than 20 countries.

China’s economic growth depends both on its trade and on the security of the supply of
resources and raw materials needed to satisfy its industrial sector. Hence the importance
of consolidating markets, along with implementing projects related to extractive indus-
tries like oil, minerals, and wood. The internationalization of Chinese oil companies plays
an important role in Beijing’s strategy of obtaining resources (Bustince, L. 2015). China,
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as a newcomer to the oil industry, chose to send its oil companies to under-explored and
higher-risk fields to satisfy its oil appetite, a measure that allows them not to be subject to
competition from the West.

In 2000, the Forum on China-Africa Cooperation Conference was launched to fa-
cilitate South-South cooperation. Since then, China has pledged more than $155 billion
in financing for African projects (Olander, 2020). China is Africa’s largest trading part-
ner since 2009 and the Chinese state has become a key component of the internation-
al economic system, as well as the driver of South-South Cooperation. Chinese interests
transcend natural resources and have become multifaceted, including areas such as in-
frastructure development, banking, technologies, public policies, institutions, human
capital, entrepreneurship, culture, and leadership (Abodohoui & Aurore Da-Silva, 2018).
China’s economic growth seems to be for the benefit of Africa, mainly in terms of African
raw materials exports for Chinese factories. But the main distinguishing feature of the
new paradigmatic relation between African countries and the rising economic superpow-
er is that China also supports African manufacturing and infrastructure improvement to
increase productivity, promote exports and eventually raise living standards in that conti-
nent. Chinese facilities for borrowing are the key to success.

Regarding trade, Beijing has managed to get its goods and services to replace tradi-
tional suppliers, that is to say, European countries and the United States. To achieve an
immediate result and increase competitiveness, Chinese companies often provide cheaper
and more appropriate products for the local African markets.

The investment figures, provided earlier, allow us to point out that China’s presence
has contributed to economic growth and infrastructure building on African soil. Howev-
er, China is not as magnanimous as it claims. While making a direct investment for the
recipient country’s “development”, its strategy may pursue its national interest. Public
infrastructure projects are carried out with Chinese financing, engineering, equipment,
and workers, and only a few local workers are hired. In return, China offers low project
budgets that local governments accept because of their limited means to finance major
infrastructures. In this regard, it is important to note the lack of continuity in the flow of
finance that China invests in several African countries. China assesses and decides when
and where to invest. As can be seen in the graphs below, the amount of investment has
changed drastically over time.
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Chinese energy investments in Uganda
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Source: Information from The American Enterprise Institute and The Heritage Foundation

According to this table, during 2012 and 2013 there was an exponential investment in
the energy sector in Uganda. Subsequently, however, China remained inactive until 2019
with minimum investment compared with previous amounts. This model is reproduced in
other Africa countries, as well as in various sectors.

The case of the Democratic Republic of Congo is somewhat different because it is one
of the few African countries that has received relatively stable investment over the last de-
cade (see table below). The country’s enormous wealth, including coltan, water, uranium,
and biodiversity, among other resources, as well as its provinces being under the control
of warlords, opens the door to direct and unrestricted Chinese investment.

Chinese Investments in DR Congo

2010 $ -
2011 $ 1,280
2012 $ 350
2013 $ 170
2014 $ -
2015 $ 220
2016 $ 2,650
2017 $ 1,560
2018 $ 410
2019 $ -

Source: Information from The American Enterprise Institute and The Heritage Foundation

154



THE GOVERNMENT OF XI JINPING: EVALUATION, RESULTS AND CHALLENGES

Chinese Investments in Hydropower in DR Congo
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As can be seen in the tables above, investments in the mining and energy sector in
DRC are at the heart of the agenda of Chinese companies. China is committed to hydro-
power, thereby diversifying its market and expanding its revenue potential.

To conclude this first section, it is important to highlight a long-term investment in the
media industry and telecommunication services, framed within the context of soft power,
the basis of Chinese diplomatic policy. This sector has a direct impact on regional policy.
Beijing has significantly expanded its media presence over the past decade, urging Afri-
cans to “tell China’s history well” (sic), but also by influencing the continent’s standards
for telecommunications, data, and information. Until recently, the United States had had
a competitive advantage in the communications sector, but China’s most accessible and
economical technology is detracting from its market share. This policy is regarded as a
threat by Western countries as China tries to reshape the African collective worldview in
its favor (Hruby, 2019).

Chinese investments in telecommunications through Huawei Technologies and
ZTE, whose main shareholder is a Chinese public company, have installed more than
40 third-generation telecommunications networks in over 30 countries (Hruby, 2019).
The market share of Chinese phones in the region is also significant. Transsion Holdings
-which does not operate in America or Europe- accounts for 30% of telephone sales in
Africa, eight points ahead of Samsung, which holds 22%. Chinese business seems to be
going well. Transsion recently announced that it intends to enter the STAR Market on the
Shanghai Stock Exchange in the hope of raising more than $420 million.
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Therefore, not only have Chinese companies managed to penetrate African markets,
but they are also actively engaged in inculcating in African people the idea that there is
an alternative to U.S. and European leadership, thus achieving a much closer relationship
than the old colonizers and American power itself could. It seems China is rolling out a
new kind of globalization, and the country is both praised and condemned for it. Some an-
alysts claim that China is not interested in neo-colonizing Africa, highlighting its commit-
ment to increasing cooperation based on mutual benefits (Abodohoui & Aurore Da-Silva,
2018). In contrast, other authors see these relationships as a new model of colonialism,
marked by economic dependence.

In March 2013, President Xi Jinping’s trip to Africa confirmed the alliance between
the two regions. The Chinese president stated that African countries and China had al-
ways been “a community with shared destinations” and that the essence of their bilateral
relationship was their cooperation for mutual benefit, a “win-win” situation. However,
although other powers have employed similar policies towards this continent, the interna-
tional community has raised certain doubts about the nature of relations between the two
regions. British Foreign Secretary Jack Straw noted in 2006 that what China was doing
was quite similar to Britain’s behavior 150 years ago. Hillary Clinton, US Secretary of State
during the administration of President Barack Obama, hinted in 2011 that China’s pres-
ence in Africa was new colonialism, an idea later reinforced by the Trump Administration.
A similar position was taken by Japanese Prime Minister Shinzo Abe, warning African
countries about the danger of growing debt to China.

The truth is that by the second decade of the 21st century, China’s growing presence in
some African countries was already more entrenched than Europe’s or America’s. For ex-
ample, Chinese loans to Ivory Coast increased exponentially from $0 in 2000 to $2.5 bil-
lion between 2010 and 2015 (Signé, 2019). Everyone maintains an interest in the region,
although China’s is the most constant. Unlike the European powers, China has initiated a
much more diplomatic, even friendly, approach to the region. It has been concerned with
maintaining good relations with African governments, respecting the different worldviews,
and maintaining purely commercial and business ties. This approach has been welcomed
as a new wind blowing through those countries that were oppressed by colonizers. In this
new relationship with China, there is no imposition of language, culture, or religion.

However, infrastructure investment and development projects on the African conti-
nent intend not only to achieve the development goals of the target countries but also to
increase and strengthen Chinese trade routes and the flow of raw materials to the Asian
giant, which began with the Belt and Road Initiative. As can be seen in the table below,
Chinese investments in the transport sector have also been significant. Nigeria, Algeria,
Kenya, and Ethiopia have been the main recipients of such investments. However, other
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countries that have received fewer funds may be of equal or greater strategic importance
to China, as will be seen below with the case of Djibouti.

Investment 2005-2019

Ethiopia $6.96 Investment 2005-2019

South Sudan $ 3.52 $25.00

Sudan $3.15 _—

Chad $ 6.69 §

Cameroon $5.57 5 S50

Nigeria $ 22.59 2 510,00

Libya $ 2.60 =

Algeria $ 14.56 N

Mali $1.62 > _ _
Senegal $3.96 v}"“’ﬂ i~ \g‘c 6*{04-*"& \_\-,\q"‘ﬁ & q}'{o ““\\__ £ & &
Djibouti  $1.71 & ¢ ’
Kenya $7.32

Source: information from The American Enterprise Institute and The Heritage Foundation

For the various analysts, it is clear that China has sought to create a network of sea-
ports and airports, railways and roads that cross and connect the African continent. Such
infrastructure would improve the flow of goods and people between the different African
countries, but also between them and China itself, linking them up with trade routes in
the Indian Ocean and Asian territory. Along these lines, China has shown a special inter-
est in certain countries, including Djibouti. China’s strategy is very clear in this country:
securing a road through Africa by which China can move goods and raw materials around
the continent. The Asian giant intends to avoid passing through straits such as Gibraltar
or Bosporus, thus both entailing a reduction in transportation costs and strengthening its

position as an emerging power.

Djibouti as a case study

Although the Horn of Africa has historically been a transit zone for people and goods,
Djibouti’s strategic importance skyrocketed after the opening of the Suez Canal in 1869.
After losing control of the canal to the United Kingdom, France sought to strengthen its
position in the area by settling north of the Gulf of Tadjourah. Thereafter, it controlled
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the western entrance of the Bab el Mandeb Strait, then known as French Somaliland and,
until its independence, as the French Territory of the Afars of the Issas.

After gaining independence in 1977, Djibouti was ruled by Hassan Gouled Aptidon
until 1999, when it was taken over by its current ruler, Aptidon’s nephew Ismail Omar
Guelleh, following an internal conflict and multi-party elections that posed no real oppo-
sition to the ruling political class. It is a presidential republic, with a single-party system
that grants some political and economic stability to the country, embedded in an unstable
region, which makes Djibouti an attractive spot for potential foreign investors.

This tiny country of just 23,200 km2 currently has a population of approximately
920,000 (CIA World Factbook, 2020) and a high general poverty rate of 41% (Kireyev,
2017). According to UN Development Programme data (2019), Djibouti has a Human De-
velopment Index of just 0.495, one of the lowest in the world, ranking 171 out of 189 coun-
tries. The life expectancy of its inhabitants is just 66.6 years and its Gross National Income
(GNI) per capita is $3,601. In 2015, the percentage of the population below the poverty line
was 23% (that is, the percentage of people surviving on less than $1.25 a day). Djibouti also
has a declining but still very high unemployment rate, estimated at 39% in 2016 (Kireyev,
2017). Despite these indicators, in macroeconomic terms, the country has maintained sig-
nificant growth over recent years, from 6.5% in 2015 to 6.7% in 2017 (CIA Factbook).

Djibouti has few natural resources and quite limited production. On the one hand, it
exports animal skins and hides, scrap metal, and re-exported goods, with Ethiopia be-
ing its largest market, absorbing 38.8% of its exports, followed by Somalia, Qatar, Brazil,
Yemen, and the United States. On the other hand, it is a net importer of food, beverages,
transport equipment, chemicals, petroleum products, and textiles. Imports come mainly
from neighboring Gulf countries such as the Emirates, Saudi Arabia, and Yemen, but it
also imports French and Chinese products (CIA Factbook).

Thus, with fairly poor domestic production, the transportation sector is the country’s
main source of income, accounting for 70% of the national economy (Wright, 2019). The
weight of this sector is indisputably due to Djibouti’s strategic position in the Horn of
Africa, which is also exploited through foreign military bases established in its territory.

The geostrategic importance of Djibouti and military bases in its territory

In 1977, Djibouti was born as an independent nation with a foreign base in its territory,
that of the former colonial power, in Camp Lemmonier. Nowadays, in addition to the
French one, it hosts the U.S., a Japanese, and an Italian military base, and since 2017,
a Chinese one. To understand the attractiveness of this country it is necessary to briefly
consider its geographical particularities.
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As noted, Djibouti faces the Bab el Mandeb Strait, which links the Gulf of Aden and
the Indian Ocean with the Red Sea and, through the Suez Canal, the Mediterranean. Most
of the trade between Europe, China, Japan, and the rest of Asia flows through its waters,
as does 30% of the oil and gas that leaves the Persian Gulf countries to the West (Moun-
tain, 2011). This represents 20% of world exports and 10% of global oil exports moving,
especially, through the Suez Canal (Wright, 2019). Because of its strategic importance, the
world economy is particularly sensitive to recent instability throughout the area. In the
last decade, there has been political volatility in the Horn of Africa, with turmoil in Soma-
lia, piracy in Somali waters and the Gulf of Aden3®, and Yemen’s war on the opposite shore
of the strait, just 30 km away.

Although Djibouti’s geostrategic importance derives primarily from its position on that
sea route, its location concerning the Horn of Africa in particular, and to the African conti-
nent in general, is also very significant. In 1993, Eritrea violently split from Ethiopia, leaving
the latter landlocked. Since then, relations between the two countries have not been particu-
larly close. As a result, Ethiopia, with 108 million inhabitants and one of the fastest-growing
economies in recent years (Jeffrey, 2016), has strengthened its business relationship with
its small neighbor. Djibouti has become the port of entry and exit for goods on their way to
and from Ethiopian territory. Between 90 and 95% of Ethiopia’s foreign trade is carried out
through Djibouti (Wright, 2019, Sarkar, 2017), and 70-80% of all transit from Djibouti ports
leaves or has Ethiopia as its final destination (Mooney 2018; Dubé 2016).

Regarding Djibouti’s attractiveness in the African continental context, as Sanchez and
Palacian (2018) state, the country is a gateway to East Africa and the Common Market for
Eastern and Southern Africa (COMESA). The region comprises 21 member countries with
a combined population of more than 540 million people, 12 million km2, and global trade
in goods valued at $235 billion. Since the beginning of this century, trade between mem-
ber countries has grown by an average of 7%, according to COMESA.

Given the foregoing, the interest and presence of various foreign powers in Djibouti’s
territory are understandable. France, the former colonial mother country, has had a mili-
tary presence in the country since 1977, with some 1450 troops deployed there, its largest
contingent on the African continent (Sanchez & Palacian, 2018). France is collaborating
with its former colony not only in monitoring the Strait but in maintaining the country’s
security and territorial integrity because of a border dispute with Eritrea. The French base
has also welcomed Spanish and German military personnel to jointly fight piracy in So-
mali and surrounding waters, and France pays the Djibouti government about 30 million
euros a year to lease this base.

36 Although since 2011 pirate activity has gradually declined. In that year 151 vessels were attacked and
25 abducted (Jeffrey, 2016).
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The United States holds Camp Lemmonier, its only permanent base on the African
continent, established in 2003 after 9/11 and in the context of the war on terror through
Operation Enduring Freedom. The base has supported counter-terrorism operations in
the Strait, but also in Yemen and neighboring African countries (Kenya, Ethiopia, Sudan,
Eritrea, and Somalia). Indeed, the strategic importance of this base has increased follow-
ing the decline in U.S. presence in Afghanistan and Iraq, and it costs between 3,000 and
4,000 troops. Besides, according to Rodriguez and Colom (2017), this military base plays
an important role in obtaining, processing, and disseminating information on the jihadist
groups of the Horn of Africa, the Middle East, and the Sahel. Other objectives pursued
from the base are the fight against piracy and the monitoring of commerecial traffic (San-
chez & Palacian, 2018). Djibouti receives between $60 million and $70 million for leasing
the base to Americans (Sun & Zoubir, 2016; Panda, 2017), besides military collaboration
with the superpower.

Japanese and Italians also have military bases in Djibouti, but they are much smaller
in size and range. On the one hand, Japan’s objectives are to combat piracy and protect
Japanese nationals on the continent. There are about 200 troops at its base, established
in 2009. On the other hand, Italy has about 80 troops at its base and its goals are similar
to Japan’s: fighting against terrorism and piracy, especially through operations organized
within the framework of the European Union or NATO (Sanchez & Palacian, 2018).

China was the latest country to establish a military base on Djibouti soil, operational
since July 2017, and just 7 kilometers away from the U.S. base. Under an agreement in
place until 2026, China pays about $100 million annually to the Djibouti government
(Panda, 2017). Itis the first Chinese military base outside its territory or claimed territory
and it can host a contingent of up to 10,000 troops (Dubé, 2016).

For its part, Djibouti has exploited the presence of these foreign forces on its territory
to counteract what it perceives as a dangerous and adverse regional environment, espe-
cially concerning its coastal neighbors Eritrea and Somalia. Eritrea is believed to support
extremist groups against the weakened Somali regime, a source of regional instability and
a breeding ground for terrorist groups such as Al-Shabaab. Also, Eritrea and Djibouti went
to the brink of war in 1998 and their troops clashed in 2008 in disputed border territory
(Sun & Soubir, 2016). Thus, the presence of foreign troops in its territory, together with
military cooperation and training agreements, ensure Djibouti a certain degree of securi-
ty. Besides, the annual economic income from leasing these bases is another element to
consider, as well as the jobs and income generated in the local economy of a country with
few resources, high unemployment, and widespread poverty.
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China’s foreign policy towards Djibouti: a win-win situation or neocolonial-
ism through public debt?

The establishment of the Chinese military base in Djibouti territory can be seen as advanc-
ing China’s new relationship with its African partners. As noted above, China has gone
from being exclusively a raw material consumer to an investor and major infrastructure
partner in the African continent. Beijing has managed to achieve its position as a strategic
ally of many regional governments through soft power-driven by its investments and co-
operation projects. But it may be transitioning into a new model that combines such soft
power with hard power that would include its military presence in Africa, starting with
its base in Djibouti.

In this country, military relations were preceded by significant Chinese investments in
the transportation sector, the basis of the Djibouti economy. To remedy the absence of in-
vestment, in recent years Chinese banks and companies have developed five macro-proj-
ects in Djibouti: the container port Doraleh, where China has bought a 23.5% sharehold-
ing for $185 million; the multipurpose port of Doraleh, together with the former, built
with a loan from the Export-Import Bank of China worth $580 million; the Djibouti In-
ternational Free Trade Zone (DIFTZ), created with a $250 million loan from China Devel-
opment Bank; a water pipeline from Ethiopia, also built with a $322 million loan from the
Eximbank of China; and finally, the 756 km long Addis Ababa-Djibouti railway linking the
two capital cities, also built with an Eximbank of China loan worth $490 million (Wright,
2019), which would reduce the journey time between the two cities from up to 7 days to 10
hours, becoming the main means of transportation of goods and people between the two
countries (Rucai, 2017). The ultimate goal of all these infrastructures is to convert Djibou-
ti into a strategic logistics port for the world, the Singapore or Dubai of Africa (Dubé 2016;
Brautigam, 2020: 11), but an immediate outcome is that Djibouti’s government has fallen
into unprecedented public debt?”.

Djibouti’s government justifies Chinese involvement and massive national government
borrowing as a sine qua non-condition for achieving the country’s development, and it
does not consider it a problem that its main debtor is China. Government representatives
justify this close relationship because, after seeking aid from other rich nations around the
world, China has been the only country to offer to invest in the country (Wright, 2019).
Even though many of the local entrepreneurs recognize that even they have few oppor-
tunities to become suppliers of Chinese companies that carry out the projects or even to

37 There are other major Chinese investments such as Djibouti’s first chemical industry to produce so-
dium bromide. See First Chemical Industry Project in Djibouti Funded by CTHC Starts Construction. China
Chemical Reporter. January 6, 2018 p.10. In addition to a salt extraction plant, and a liquefaction plant
(Dubé, 2016).
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reach the Chinese market (Dubé, 2016), they believe that the benefits would come from
indirectly with the improvement of the country’s infrastructure.

The government’s expectations about the positive impact of these projects on the
country’s economic growth have been particularly high. They believe that the economy
will grow enough to take on the debts incurred to build the Chinese-funded macro-infra-
structures and that the money will come out of the benefits they bring. Thus, Ilyas Moussa
Dawalek, Minister of Economy and Finance, believes that the country’s GDP would dou-
ble over the next five years as a result of these projects (Wright, 2019), so the debt-to-GDP
share would decline.

Other external factors could also support the country’s economic growth expectations.
With better infrastructure, Djibouti can also become export entry and exit for other land-
locked countries such as Uganda, the Democratic Republic of the Congo, or South Sudan
(Sanchez & Palacian, 2018). The latter is especially attractive because of its oil resources,
always demanded by China. In South Sudan, pacification efforts seeking to end a civil war
that began shortly after independence in 2011 will likely regularize the flow of hydrocar-
bons and strengthen the relationship between this country and the Asian giant.

But forecasts may be too optimistic. In recent years, several institutions have been
pointing to an alarming growth in Djibouti government borrowing that could put it in a
serious debt distress situation, mostly concerning China. In 2017, Citi indicated that pub-
lic and publicly guaranteed debt reached nearly 98% of GDP and that China accounted for
90% of all loans from 2014 to 2016. The following year, the Center for Global Develop-
ment included Djibouti among the eight countries most at risk of severe indebtedness as
a result of funding related to the Chinese Belt and Road Initiative (Wright, 2019). But it is
the International Monetary Fund that has repeatedly pointed out the risks of the country’s
growing indebtedness to Chinese financial institutions as of 2013. From 2014 to 2018,
Chinese disbursement for the three major infrastructure projects (the railway and water
pipeline from Ethiopia, and the multipurpose port) reached $1.1 billion, that is, about 71%
of the total amount disbursed over the entire period (IMF, 2019: 3).

Besides, the envisaged profits from the new infrastructure are undergoing setbacks.
For example, the railway built to efficiently increase trade with Ethiopia remains un-
derused due to power outages (Wright, 2019; Manek, 2019) and, consequently, has not
provided the expected profits. Also, although legally owned by the governments of Ethi-
opia and Djibouti, its operation is in the hands of the China Railway Group, at least until
2023 (Wright, 2019). Although the terms of the financing are usually kept secret, Djibouti
is attempting to renegotiate the $460 million loan, as well as the $340 million water pipe-
line project that has also failed to deliver the expected results (Manek, 2019). The coun-
try’s dependence on freight traffic with Ethiopia is another risk factor, leaving it vulnera-
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ble to the swings of the neighboring country’s economy (Dubé, 2016). A slowdown in the
Ethiopian economy and consequent decline in its international trade could have a strong
impact on Djibouti’s economy.

Likewise, one of the western world’s fears is that, in the event of debt repayment prob-
lems faced by third countries, China will take control of its infrastructure, especially com-
mercial ports. Alarm bells went off in 2017 when Sri Lanka sold most of its shares in
the loss-making Hambantota port to China Merchants Port Holdings Co. for $112 billion.
This sale was seen as an asset seizure by China when Sri Lanka was unable to repay the
debt incurred with the Asian giant to build that port (Brautigam, 2020). This alleged strat-
egy of the Chinese government has been dubbed debt-trap diplomacy. Philippe Danieau,
a former officer of the French army, considers Djibouti’s over-indebtedness to be a huge
risk to the country, given that if at any given time it were unable to pay its debts, such in-
frastructure and its profits would end up in Chinese hands (Dubé, 2016).

But the project that has created the greatest unrest in western countries and insti-
tutions regarding the scope of Chinese influence is that of the Doraleh container termi-
nal. In 2006, the Government of Djibouti, through the state-owned Port De Djibouti S.A.
(PDSA), signed a contract with the Dubai state company DP World, for its administration,
according to which DP World held 33% of the port’s shares. In February 2018, Djibouti’s
government unilaterally canceled the contract and then nationalized the container termi-
nal (Maritime Executive 2019). Despite international protests from DP World, Djibou-
ti claimed disadvantageous conditions and the company’s unwillingness to invest in the
country. Brautigam (2020) points out that another decisive argument to break the agree-
ment was the Djibouti authorities’ concern about the DP World project to build a rival
port in Somaliland (Somalia) that would also serve Ethiopia. But the key point is that since
2013 the state-owned company China Merchants Port Holdings has held a 23.5% stake in
PDSA (Mooney, 2018), which is responsible not only for the container port but also for the
multipurpose port and the international free zone (Wright, 2019).

Towards a confrontation with the United States?

The relationship between Djibouti and China is inherently complex, so there is no consen-
sus on Chinese intentions and possible long-term consequences. In general, two different
and practically opposite assessments can be found. For some analysts, Chinese activi-
ties in Africa in general and Djibouti correspond to the country’s actions as a responsible
global power that protects its legitimate interests. Again, the arguments of combating in-
ternational terrorism and piracy and of protecting Chinese citizens and commercial and
economic interests justify the establishment of a logistical military base in Djibouti.
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China’s growth and economic expansion have led to its departure from the traditional
stance of non-interference in the internal affairs of any other country, which, for example,
kept China away from United Nations international peacekeeping missions for decades. On
the one hand, since December 2008, the Chinese fleet has been patrolling the Gulf of Aden
as part of the fight against piracy that was proliferating at the time on the Somali coast
(Mora 2016). On the other hand, regional instability and growing terrorist groups operat-
ing in Africa, such as Al-Qaeda in the Islamic Maghreb, that threaten Chinese interests and
citizens have resulted in China’s increased involvement in peace missions in Africa. As of
June 2016, China had just over 2,000 troops deployed in eight United Nations missions
on African territory: Western Sahara, Mali, DRC, Liberia, South Sudan, the Darfur region,
and Ivory Coast. As early as 2011, the Chinese army evacuated some 35,000 citizens when
the situation in Libya began to deteriorate as a result of the Arab Spring. Although most of
the operation was carried out using aircraft and civilian ships, the Chinese army organized
the logistics of the evacuation and planned transport safety. Subsequently, in March 2015,
frigates regularly patrolling the Gulf of Aden to combat piracy carried out another operation
to evacuate some 800 Chinese citizens from Yemeni territory to Djibouti, caught up in Ye-
men’s war (Ondris & Michal, 2018). The military and logistics base in Djibouti would enable
China to better protect its citizens from cases of regional instability.

Because of rising suspicion among western countries, especially the United States,
China has sought to downplay the military aspect of its Djiboutian base, instead empha-
sizing its role as a protector of Chinese trade interests. Thus, the new Chinese base would
serve as logistical support for the fight against piracy, but also to support citizen evacu-
ation operations on the African continent, where more than 10,000 Chinese companies
operate and over one million Chinese citizens live (Ondris & Michal, 2018), mainly in
South Africa. In 2013, the Chinese Defense White Paper declared for the first time that the
protection of energy resources and its citizens residing abroad was an important security
issue and a duty of the Chinese People’s Army (Mora, 2016: 3). For some authors such as
Mike Huang (2018), China does not intend to follow the American model of creating mil-
itary bases from a pure security perspective. China’s goal would be to have several “over-
seas strategic pivots” whose main function would be to strengthen security in the Chinese
transportation of energy and goods.

Following these arguments, neither the West in general nor the United States should
be concerned about the Chinese military base in Djibouti, because it would not corre-
spond to neocolonial intentions or military expansion. Although Djibouti is added to the
so-called “String of Pearls”s® formed by Chinese-controlled ports in the Indian Ocean (On-

38 The strategy was to use Chinese capital to become allies that would allow control of the Ocean Indians to
China. China changed the U.S. coined term from “pearl necklace” to 21st Century Maritime Silk Road Initiatives.
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dris & Michal, 2018), its objective would be to protect Chinese legitimate interests. The
base would be part of a broader strategy aimed at playing a more important role in UN
peacekeeping missions, in line with its role as an emerging world power. Indeed, official
Chinese sources have described U.S. suspicion about China’s intentions as an American
“Cold War mentality” that does not take into account China’s legitimate rights to safe-
guard its independence (Chin, 2017).

But China’s military base and infrastructure financed and co-administered by Chinese
companies do raise mistrust in the West, especially among certain American political sec-
tors, which fear that the balance of power in the Horn of Africa will tilt in China’s favor.
In the case of the Doraleh Container Port and after litigation with DP World, for example,
they consider that Chinese involvement in the management of the port may have an im-
pact on the logistics of the US military base (Brautigam, 2020: 11, Maritime Executive).
American criticism goes further. For example, John Bolton, President Trump’s former na-
tional security advisor, has accused China of using bribes, opaque agreements, and instru-
mentalizing loans to African states to submit to Beijing’s wishes and demands (Manek,
2019; Cimmino 2019).

Regarding the consequences of the geopolitical confrontation between India and Chi-
na over control of trade routes in the Indian Ocean, some are concerned about the possible
strategic repercussions of the military base in Djibouti. They suspect that China could also
turn ports developed in Pakistan, Sri Lanka, Bangladesh, and Myanmar into military in-
stallations (Panda, 2017) to strengthen its position in this area and on the very important
trade route with Europe and Africa. Rodriguez and Colom (2017) consider that the mere
presence of the military base already consolidates China as a power with global ambitions
and interests.

Finally, others speculate on the possibility of China seeking to establish new military
bases on the African continent. While it is difficult to predict whether China will build new
military bases to secure its interests in other strategic ports in the Indian and Atlantic
Oceans, there are increasing rumors about this. According to Khudaykulova (2019), grow-
ing geopolitical rivalry with the United States could lead China to establish naval bases
in the ports of Gwadan, Pakistan, Salalah (Oman), and the Seychelles, where it already
maintains commercial ports. Also, according to a report issued by the Spanish Institute
for Strategic Studies, certain leaks in late 2014 pointed to China’s intention to establish
18 strategic military bases, seven of which would be in Africa: Djibouti, Namibia, Kenya,
Tanzania, Mozambique, Seychelles and Madagascar (Mora, 2016). If this project is real,
China would not only have begun to extend its “String of pearls” with the Djibouti base
but also have taken the first step in developing several military bases located throughout
the African continent.
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Conclusions

China has gone from being a country with relatively little influence in Africa to the main
investor and trading partner for many African countries. As China’s economy has been
growing and its global strategy has been adjusted to meet its new needs, its relationship
with Africa has also undergone substantial changes. Over the past decade, Africa has
ceased to be considered exclusively a supplier of raw materials to become a major trading
and financial partner. The construction of infrastructure by Chinese-funded banks and
companies aims to promote development in Africa, as African political leaders themselves
expect. But such infrastructures and projects also reflect China’s desire to expand and
protect its commercial and geopolitical interests.

To promote its global leadership, China is also investing in improving its image among
African countries through investments in telecommunications and local media. The de-
gree of acceptance of China’s presence in Africa is greater than the presence of other na-
tions, mainly the former colonial powers and the United States, although it is not homoge-
neous. It is critical for its interests that China gain support not only among African elites
but also among its populations. Many Africans perceive China as a neocolonial power that
exploits their resources. This belief is based on Chinese corporate practices in Africa that
demonstrate a reluctance to use local labor and do not share power equally with local in-
vestors. China should assess how this strategy slows its efforts to build a positive image on
the continent through soft power and how to resolve this issue.

Because of its huge reliance on Chinese financing and investment, Djibouti is an in-
teresting case study of China’s growing influence in Africa. We will have to wait a few
years to see the results of the Chinese experiment in Djibouti. Both China and the African
continent as a whole should assess the benefits that Chinese investments produce in the
development of this tiny country, taking into account the political and economic cost to
both Djibouti and China themselves. The level of success of these economic and military
enterprises will determine whether or not new doors to Chinese investments will open on
the continent.

We will also have to wait for the United States’ and Europe’s assessment of this phe-
nomenon. If the Chinese Djibouti experiment succeeds and, as promised, Sino-Djibouti
relations promote the country’s development in a win-win situation, perhaps traditional
powers will rethink relations with the continent in general and with the former colonies,
valuing infrastructure investments on the continent as a positive thing for their national
interests. This could lead to new relationships based on a mutually beneficial perspective.

Finally, the construction of China’s first military base outside its territory in Djibouti
marks a new strategy aimed at entrenching China as a world and regional power. The
Djibouti base is likely to be the first “pearl” in the Chinese-influenced necklace that would
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now extend beyond the Indian Ocean. In this case, there would be an increasing concern
and other Western powers would be more likely to react.
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Chapter 8
Evaluating Chinese Economic Engagement In Latin America (2003-2019):
Motivations, Challenges, And Opportunities

Nifta Lau Ibarias

Abstract

The most significant change in global economy over the past two decades has been the
emergence of China as an economic power. Along with China’s unparalleled economic
growth and undeniable growing international influence, policymakers and scholars have
been prompted to question China’s strategy, intentions, the “China Model” and how it will
reshape global economic development trajectories thoughtfully and thoroughly. None-
theless, as the literature has privileged the consequences and implications of increased
Chinese trade and investment into developing countries and China’s “resource-hungry”
aims to fuel its growth miracle, less attention has been given to the possibility that China is
becoming increasingly reliant on accessing new markets and investment opportunities or
how its foreign policy strategy has evolved during the past decades and adapted to internal
political and economic development contingencies.

This chapter documents and analyses the economic relations between China and
Latin America over the past two decades. It identifies the interests of China in the re-
gion not only as a source of raw materials and energy resources, but as well as an export
market and a region of diplomatic competition with Taiwan. As China’s economic en-
gagement in Latin America warrants a closer examination due to its continuous search
to access Latin America despite China’s recent plunging stock market and austere eco-
nomic forecast, it compares China-Latin America economic relations under the man-
date of former President to China, Hu Jintao (2003-2013) and its current leader, Xi
Jinping (2013-). It concludes that while Chinese economic activity in the region has
increased, China’s strategy and initiatives face very high barriers in the region. Corre-
spondingly, the findings suggest that China’s influence as well as the extent and types
of economic arrangements can be understood as reliant on negotiated processes that
are location specific. On this, the appreciation of macro and micro-level considerations

171



8. EVALUATING CHINESE ECONOMIC ENGAGEMENT IN LATIN AMERICA (2003-2019)...

such as bilateral state-to-state relationship and guanxi, paired with an examination at
the internal dynamics of China is essential to develop a more accurate understanding of
China-Latin America relations.

Key Words: China, Foreign Policy, Foreign Direct Investment, Latin America

Introduction

The most significant change in the global political economy over the past decades is the
emergence of China as an economic power. Along with China’s remarkable economic
growth and rising international influence, policymakers and scholars are prompted to
thoughtfully question China’s strategy, intentions, the “China Model,” and how it will
reshape global economic development trajectories. Nonetheless, since the literature has
privileged the consequences and implications of China’s trade and investment in develop-
ing countries and China’s “resource-hungry” aims to fuel its growth miracle, less attention
has been given to the possibility that China is growing reliant on accessing new markets
and investment opportunities abroad.

As China’s economic engagement in Latin America warrants a closer examination
due to China’s continuous search to access the region despite its recent austere economic
forecast, this chapter analyses China-LATAM economic relations over the past two de-
cades, namely under the mandate of former Chinese President Hu Jintao (2003-2013),
and China’s current leader Xi Jinping (2013-). It identifies China’s strategic interests in
the region as: a) a source of raw materials and energy resources, b) an export market, and
c¢) an area of diplomatic competition with Taipei, all underpinning the Chinese govern-
ment’s priorities of maintaining economic growth and regime legitimacy.

The findings suggest that China’s influence as well as the extent and types of eco-
nomic engagements can be understood as “location-specific” negotiated processes. For
China it has been relatively easier to enter some Latin American countries where the hopes
to access the sizeable Chinese market, FDI, and loans have helped curb negative impres-
sions on China; while in others, China’s strategy has come across a lot of obstacles. On
this, besides the appreciation of target economies’ resource endowments or state-to-state
political ties, the examination of China’s internal dynamics and challenges to its econom-
ic development are essential to develop a more accurate understanding of China-Latin
America relations.

This chapter is organized in five sections. The following section reviews the theoret-
ical debates on China’s economic strategy. The third section provides an overview of Chi-
na’s trade, investment, economic diplomacy, and financial flows in Latin America under
the mandates of Hu Jintao (2003-2013) and Xi Jinping (2013-). The fourth section delves
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into the motivations, challenges, and opportunities of China-LATAM economic relations
by assessing China’s strategic interests in the region. The fifth section concludes.

Analytical Considerations and Theoretical Debates

During the past two decades, China’s presence and influence around the world has been
rapidly increasing as a result of China’s process of internationalization, economic growth,
market diversification, productivity increase, and technologic advancement. The previous
features are part of the Chinese government’s “going global” strategy that has the aim to
help China integrate into the Western Hemisphere, adjust to the trend of economic glo-
balization, diversify its export base, and secure natural resources in order to sustain its
economic growth (Irwin and Gallagher 2014; Zheng 2013).

Considering the dramatic evolution of its foreign economic policy, versing from Chi-
na’s: a) unparalleled economic growth —more than quadrupled since 1978—, b) rapid in-
tegration into the world economy and membership in international organizations (Zhu
2013), ¢) massive foreign trade and investment, or d) focus towards developing countries,
China’s rising influence has raised concerns about its economic and political intentions
and the long-term implications for other economies. Above all, as Chan (1999, 179) ar-
gues, the attention in China “is not just due to its size, history, or current national power,
the overemphasis is because [...] outsiders perceive Beijing as a [...] model that contests
Western liberalism.”39

On the latter, advocators of the “China threat” argument claim that China’s approach
to world politics and economy will challenge the institutions and norms in which the world
order stands and will eventually destabilize, rather than support, countries and regions
(Krauthammer 1995). In their view, China is “shrinking the West [...] and quietly help-
ing to remake the landscape of international development” (Halper 2010, 26). As such,
for some like Segal (1995), it is alarming when China finds itself further integrating into
economic and political affairs viewing that “[...] China is the power with the least commit-
ment to the status quo since Beijing wants to occupy Taiwan and take territories, joined
the WTO but rejects the rules that bind all other members, demands access to markets but
protects its own.”

By extent, China’s increasing economic activity in Latin America has as well engen-
dered polarized perceptions. For some, Latin America’s richness in natural resources and
primary commodities is complementary to China’s resource scarcity; hence, they view
China as an important alternative market and powerful investment partner. Nonetheless,

39 As well as Western dominance, and as a challenge for the concepts of democracy and capitalism prop-
agated by the US.
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as China’s approach to the region has revealed major asymmetries that are deepening
LATAM countries’ reliance on Chinese markets together with China’s politically uncondi-
tioned and readily available FDI and financial flows; for others, the relationship appears
increasingly unsustainable and unequal. Hence, among academic circles it is argued that
the economic relationship has taken a “North-South tone” (Volpon 2007).

These more skeptical observers often blame the commodity-based regional trade with
China and heavy FDI [and numerous loans] in energy and mining sectors for exacerbat-
ing “complexities” —i.e. dependency, deindustrialization, losing markets due to manufac-
ture competition, trade deficits, environmental issues— across LATAM countries (Iritani
and Dickerson 2002). Likewise, they find that despite progressively diversifying its sec-
toral-OFDI and loans, China’s attention to infrastructure, manufacture, technology, and
services is because it serves its own interests by targeting key projects that will improve
the logistics and transportation costs for natural resources to be transferred back to China
or to access the Latin American markets without opening its own (Halper 2010).

As a response, the Chinese government has distanced itself from the “China Model”
and offered instead a South-South cooperation discourse, stating that to achieve its devel-
opment, China needs to develop peaceful relations and mutual-benefit partnerships (Yi
2005). On this, statements of this nature may be in fact more precise in assessing China’s
economic strategy in the region. It is not to say that whether one claim or another is cor-
rect, is not consequential; but that what is undeniable is that some claims have charged
China with a meaning increasingly difficult for the Chinese government to cope with in
pursuing China’s national interests and development. Once we contextualize China’s eco-
nomic engagement in Latin America, neither the China Model warning claims nor the
optimistic prospects captured in South-South cooperation narratives appear sufficient to
explain the specific motivations behind China’s economic ties with the region; their tim-
ing; or how these relations will unfold.

China-Latin America Economic Relations during 2003-2013

a) Trade

Trade between China and the region increased from USD$35 billion in 2003 to USD$287
billion in 2013. In addition to China’s entry into the WTO, a common explanation relates
to China’s resource constraints. This association is perceived in the fact that copper, iron,
nickel, and soybeans —the only items in which China experienced trade deficits— domi-
nated LATAM exports to China (UNCTAD 2005); and notwithstanding the global finan-
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cial crisis, China’s demand remained strong and increased relative to the US and Europe-
an demand.

Figure 1. China-Latin America Trade, 2003-2013 (USD$ Billion)

Source: WITS, World Bank (2019).

Nonetheless, the benefits of the expanding trade ties were concentrated in a few coun-
tries. While the rise in commodity prices gave a boost to the region’s exports,* in 2006
only 10 items —e.g. crude petroleum, metals, soybeans, meat— in six countries —Argentina,
Brazil, Chile, Colombia, Mexico, Peru— accounted for 75% of LAC’s exports to China (Galla-
gher and Porzecanski 2009). Likewise, for countries like Brazil, Chile, Colombia, Venezuela,
and Peru, the concentration of specific exports —e.g. copper, iron, oil— to China was acute,
ranging from 40% to 90% of their total exports (Volpon 2010). Other countries that saw an
increase in their ratio of exports to China were Costa Rica, Cuba, and Uruguay.

While in 2010 exports to China accounted for only 10% of the region’s total, China
was the top market for Brazil, Chile and Cuba; and the second for Peru, Costa Rica, and
Colombia. However, for countries like Ecuador, El Salvador, Dominican Republic, Guate-
mala, Mexico, Nicaragua, or Paraguay, exports to China were less than 2% of their total.
One explanation is that these countries —excluding Ecuador and Mexico—, recognized
Taiwan and did not enjoy diplomatic relations with China. By contrast, Cuba’s exports to
China —more than 25% of Cuba’s total in 2010— can be justified by both countries’ close
political ties and the exclusion of Cuba from US trade.+

4° Due to the 2008 global financial crisis there was a temporary drop in Latin American exports to Chi-
na. However, by 2010, exports recovered rapidly.

4 Cuba was the first Latin American country to recognize the government of the PRC in September 1960.
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Another feature of China-LATAM trade is that it has been characterized by a trade
deficit on China’s favor. This is because imports from China increased more than five-fold
between 2003 and 2012, and while LATAM mainly exports primary commodities to Chi-
na, the region imports medium and high-tech Chinese manufactures. In 2010, the main
destinations for China’s exports were Paraguay —34% of total imports—, Chile (18%), and
Mexico (15%), followed by Brazil, Argentina, Colombia, and Uruguay (IMF 2012). Consid-
ering a regional average of 14% of total imports, country-differences are not as marked as
with exports.

Moreover, while Paraguay’s imports appear remarkable as this country did not rec-
ognize China, Central American countries’ imports were not negligible as well —between
5% and 10% of total imports—. Hence, PRC recognition and good political relations seem
to have little effect on imports from China. Rather, this reflects the international compet-
itiveness of Chinese manufactures, and the improved access to markets China harnessed
via its accession to the WTO and following a series of cooperation/diplomacy initiatives
in the region.

b) Institutional Cooperation and Economic Diplomacy

After the financial crisis some LATAM scholars and leaders remarked it was the beginning
of a “post-hegemonic” era characterized by regional multilateralism, a more proactive role
of the state in economic affairs, and economic integration as an instrument for growth
and development (Bonilla and Milet 2015). During this transition, Latin America entered
a stage of sustained economic growth,*> while LATAM countries confidently looked to ex-
pand their exports and lower their dependence on traditional markets.

This shared vision became a major driver for China and Latin America to pursue
deeper and more comprehensive economic ties. Cooperation expanded as China’s par-
ticipation in multilateral mechanisms increased,*3 and more sophisticated institutional
frameworks were established (Shambaugh 2016). China signed BITs with Mexico and Co-
lombia;# and FTAs with Chile (2006), Peru (2010), and Costa Rica (2011). While Chile

42 Sustained economic growth was pronounced between 2008 and 2012. Nonetheless, following a 0.5%
decline in 2015, LATAM’s GDP contracted 1.1% in 2016. This would be the first turn to recession in more
than three decades.

43 Besides its membership in APEC, China became a full-member of the Inter-American Development
Bank (IADB) in 2008, has held a permanent observer status in the Organization of American States (OAS)
since 2004, and opened separate forums such as the China-Latin American Business Summit, the Chi-
na-Latin America Forum, the China-Latin America Common Market Dialogue, and the China-Andean Com-
munity Consultation Forum. China also joined the Caribbean Development Bank in 1997 and the China-Ca-
ribbean Economic and Trade Cooperation Forum.

44 In addition to the BITs established in the 1990s with Argentina, Peru, Cuba, Bolivia, and Uruguay.
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and Peru are LATAM’s largest copper producers, Costa Rica’s FTA was extended after
recognizing the PRC in 2007.

In line with its “going out” and “peaceful development” strategies, China as well ad-
vanced its main diplomatic mechanism to expand its influence during this period: “Strate-
gic Partnerships” (SPs). China signed SPs with Mexico, Argentina, Peru, and Chile;* and
later upgraded to “Comprehensive Strategic Partnerships” —all-dimensional, multilay-
ered, wide-ranged— its alliances with Brazil, Mexico, and Peru.4¢ While a solid record of
cooperation is a predictor of upgrading/initiating a SP, since these countries are China’s
major regional trade partners, SPs are foremost designed to strengthen mutual trust in
order to foster stability and economic development; and thus, to protect China’s interests
(Xu 2016).4

c¢) Investment

While China launched its “going out” strategy in 1999, until the mid-2000s Chinese
FDI in Latin America remained very low. However, after Hu Jintao paid his first visit to the
region —Brazil, Argentina, Chile, Cuba— in 2004, Chinese FDI grew rapidly. The estab-
lishment of SASAC also contributed to the increase in Chinese OFDI since the government
called firms to target emerging markets and provided SOEs with increased subsidies and
low interest loans. As a result, during 2003-2013, around 87% of China’s LATAM-bound
FDI came from state-owned firms (Dussel 2013).

45 Before this period, the only Latin American countries holding a “strategic partnership” with China
were Brazil (1993) and Venezuela (2001).

46 “Comprehensive Strategic Partnerships” cover long-term mutual benefit cooperation in economic,
scientific, technological, political, and cultural fields; and contains both bilateral and multilateral levels, and
is conducted by both governments and non-governmental groups.

4 For instance, in economic affairs, committees or dialogues have been established with nearly every
strategic partner.
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Figure 2. Chinese FDI in Latin America, 2003-2013 (USD$ Billions)

a0
35
0
5
20
15

10
5 I
. N (] IR AT | I

2002 2004 2005 2006 2007 2008 2008 2010 2011 2012 2012

B Maonitor dela OFD| China en ALC MOFCOM Atlantic Council

Source: Monitor de la OFDI China en ALC, Dussel (2020);
Atlantic Council (2017); MOFCOM (2019).

Figure 3. China’s FDI in Latin America by Sector, 2005-2013 (USD#$ Billions)
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Source: China Global Investment Tracker, AEI (2020).48

Only in the eve of the financial crisis SOE-investment declined to below 5% from the
total Chinese FDI in the region; but would recover to more than 94% in 2009, following
Hu’s second visit to the region —Costa Rica, Cuba, Peru—. In this sense, while the finan-
cial crisis led to an alarming drop in global OFDI, Chinese FDI in Latin America escalated,
generating between 2008 and 2009 over 17,000 jobs. Subsequently, during 2010-2013
Chinese FDI experienced its largest increase, totaling USD$40.5 billion —69% of the total
for the period— and generating nearly 100,000 jobs.

48 For the period, Chinese FDI in health accounted for USD$250 million (Ecuador); in utilities USD$210
million (Peru); and in entertainment USD$100 million (Costa Rica).
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Notwithstanding the above, Chinese FDI in the region remained very modest through-
out this period, representing below 1% of China’s total OFDI (MOFCOM 2010). More-
over, while China’s FDI to LAC totaled USD$6 billion during 1990-2009 (ECLAC 2013)
—USD#$18 billion according to MOFCOM—, the majority of these flows were allocated in
the energy, mining and agriculture sectors and were due to a few large-scale projects com-
menced in the 1990s (Garcia et al. 2015; Cui and Perez 2016).

Nonetheless, after 2009, Chinese sectoral-FDI experienced a moderate diversifi-
cation. While Chinese FDI in raw materials grew from USD$3.8 billion (2000-2005) to
USD$30 billion in 2010-2013, FDI in services and domestic market skyrocketed from
USD$530 million to USD$18 billion (Dussel 2020). Likewise, not only the amount or sec-
tor in which FDI is allocated are crucial when assessing China-LATAM economic ties, but
also the form it takes —M&A, Greenfield, or Joint Ventures— since it provides indication
of the challenges China faces in the region.

Greenfield FDI, or starting operations from zero, entail a higher “liability of foreign-
ness” than M&A and JV, in which firms purchase existing operations or establish a part-
nership with another firm. On this, despite Chinese firms have mainly engaged in M&A
—especially during economic slowdowns—, during 2003-2013 the ratio of M&A to green-
field FDI was 1:2 in LATAM. This is because greenfield FDI —mostly in infrastructure and
mining— is concentrated in a few countries with which China enjoys overall good political
and economic relations like Brazil and Peru. In fact, from 1990 to 2013, both countries —
including Argentina, Colombia, Ecuador— were the top recipients of Chinese FDI in LAC.

By contrast, besides not requiring committing significant resources beyond capital,
Chinese firms have opted to engage in M&A to enter countries with high barriers to FDI or
sectors with heavy state involvement —i.e. Brazil’s mining and oil sectors—.4° As for JVs,
which stress technology transfer, they seem common in countries with a strong push to
maintain “national” control of extractive industries like Venezuela and Ecuador (Abdenur
2017). However, it must be noted that while Chinese firms have tailored diverse strategies
to enter Latin America, there were several project announcements that until now have not
advanced.5°

49 One example is Sinopec’s acquisition of 40% stake in Repsol in 2010.

50 Examples are the announcements for the joint ventures between Wuhan Iron and Steel Company
(WISCO) and Brazil’s MMX or Baosteel and two other Brazilian firms in 2006; and China National Offshore
0Oil Corporation (CNOOC) and Argentina’s Bridas in 2009.
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d) Financial Flows
An issue when assessing China’s financial flows is that FDI, loans, aid and grants are of-
ten packaged together. For instance, when Costa Rica recognized the PRC in 2007, China
provided a package including the purchase of USD$300 million in government bonds, a
USD$100 million stadium and other public works, and a USD#$1 billion JV to develop a
petroleum refinery (Ellis 2011). Likewise, during 2003-2007 around 90% of Chinese aid
to LATAM was government-sponsored investment (Jenkins 2012).5!

Notwithstanding the above, it is evident that after Hu’s visit in 2004 aid to the re-
gion become significant, escalating from USD$1 million in 2003 to USD$7 billion in 2004
(Lum et al. 2009). In 2006, Chinese aid more than doubled; but would sharply decline
a year later to USD$400 million. Against this backdrop, in a symbolic step signaling its
long-term commitment, China invested USD$350 million in the Inter-American Devel-
opment Bank (IADB) and published its White Book on foreign relations with the region
(Maggiorelli 2017).

Figure 4. China’s Loans to Latin America, 2005-2013 (USD$ Billions)
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Source: Inter-American Dialogue (2020).

After the financial crisis and Hu’s second visit there was a sharp increase in lend-
ing to the region. In fact, Chinese loans more than doubled to USD$13.6 billion in 2009,
and again to USD$37 billion in 2010 (Dollar 2017). Accordingly, during 2005-2013, Chi-
nese lending by China Development Bank and China Export-Import Bank accounted for
USD$79 billion and was higher than the loans from the World Bank of the IADB —which
are less flexible and more bureaucratic than Chinese banks— (Gallagher et al. 2012).

5t In contrast, in Africa, concessional loans accounted for two thirds of aid financing during the same
period.
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During this period, 75% of Chinese loans went to energy and 18% to infrastructure,
which is seen complementary to natural resources exploitation because of the ensuing
demand for infrastructure networks in the region (Cui and Pérez 2016).52 Corresponding-
ly, Chinese loans were concentrated in countries like Venezuela (51%), Brazil (11%), and
Ecuador (10%) —and Argentina (14%) due to a USD$10 billion loan for a train system—
(Dollar 2017; Gallagher and Myers 2020).

China-Latin America Economic Relations during 2013-2020

a) Trade

At the first ministerial meeting of the China-ECLAC Forum held in January 2015, Pres-
ident Xi Jinping set the goal of increasing China-LATAM trade to USD$500 billions by
2025. While regional trade with China has been holding steady since 2011 at an annual
average of USD$264 billions, the recent US-China trade dispute has provided more room
for LATAM exports, increasingly allowing Xi’s target to become a reality. For instance,
China-LATAM trade amounted to USD$307.8 billions in 2018. Nonetheless in contrast to
previous years (2013-2017) in which LATAM exports represented 30-35% of the value of
total trade, in 2019 they reached 46% of the total.

Figure 5. China-Latin America Trade, 2014-2019 (USD#$ Billions)
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52 In fact, considering the case of Chinese FDI in Brazil during the period, Chinese firms opted to enter
the Brazilian market by engaging in gas-related greenfield infrastructure projects as a means to facilitate gas
imports —with great implications for subsequent Chinese M&A in the oil sector—.
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In fact, since throughout 2009-2017 the ratio of Chinese regional/total imports and
exports displayed a 1:2 proportion, last year marked a critical juncture in China-LATAM
trade. In 2019, imports from LAC represented 8% of China’s total; whereas exports to
LAC, 6% of China’s total. In terms of structure, China remained a major market for prima-
ry commodities, accounting for 25% of LAC’s world commodity-exports.53 Major exports
to China were natural resources like ores —30% of LAC’s total exports to China—, mineral
fuels (20%), soybeans (17%), and copper (5%) (Ray and Batista 2020). Beef became an-
other rising commodity along with soybeans, which prompted an export boom —especial-
ly in Argentina, Brazil, and Uruguay— as China looked for substitutes to US producers.

In this sense, while during 2014-2019 LATAM’s trade deficit appeared to be closing
in at an annual average of 0.4% of regional GDP; akin to the trend of 2003-2013, the
countries exporting these commodities —namely Peru, Chile, and Brazil—, continued re-
cording trade surpluses with China. As soybean export doubled recently and Argentina
recovered from a major drought, for the first time since 2009 its trade balance presented
a surplus in 2019. By contrast, Mexico, Colombia, and Venezuela continue recording neg-
ative trade balances.

On this, however, since Mexico’s exports to China represent less than 2% of its total,
Mexico remains one of the least dependent countries on China —others are El Salvador,
Guatemala, and Nicaragua—. By contrast, Brazil, Argentina, Chile, Venezuela, Colombia,
and Peru ranked among the 10 most dependent countries (Xia 2017) as their China-bound
exports are concentrated in few items accounting for significant proportions of their ex-
port basket —e.g. 90% of Colombian China-bound exports are crude—. Other countries
are Costa Rica —with 88% of its electronic parts going to China—, Uruguay —in soybean
and meat exports—, and Panama —in wood exports—.

Accordingly, it must be noted that this set of countries —which increased its depen-
dency on China relative to 2008—, tend to be important commercial partners and strate-
gic allies of China in the region. In addition to the “comprehensive strategic partnerships”
established with Brazil and Peru during Hu’s mandate, China initiated SPs with Costa
Rica and Uruguay; and upgraded its SPs with Argentina, Venezuela, and Chile. On this,
Xia (2017) notes that despite lower overall levels of export-dependency, the highest in-
creases are among countries considered close allies to the US —e.g. Panama, Uruguay,
Colombia, Costa Rica—.

53 In contrast, although about half of LAC’s world exports were medium-tech manufactures during
2014-2019, manufacture exports to China were almost negligible
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b) Institutional Cooperation and Economic Diplomacy

At the 2015 China-ECLAC Forum, both parts agreed to a five-year cooperation plan which
besides including the traditional framework on trade and investment —mainly in ener-
gy and natural resources—, extended to agriculture, infrastructure, science, industry, fi-
nance, politics, security, and people-to-people exchanges (Xinhua 2016); signaling thus,
Xi’s great interest in diversifying China’s cooperation with LAC.

In fact, in contrast to the prior administration, Xi’s government has been quite
active in enlarging and reinforcing institutional cooperation and economic diplomacy in
the region. For example, despite Costa Rica switched recognition in 2007 —and signed
an FTA in 2011—, it was not until 2015 that China extended an SP to the country and lat-
er signed a BIT. Other countries that became China’s “strategic partners” were Ecuador,
Uruguay, and Bolivia, in addition to the upgrading of Argentina, Venezuela, Ecuador, and
Chile’s SPs. More recently, President Xi pushed to upgrade China’s FTA with Chile,>* while
negotiations for an FTA with Panama are ongoing since its diplomatic switching in 2017.

On this front, considering that 9 of the 14 countries that still recognize Taiwan are
in Latin America and the Caribbean, Xi’s government has increased its diplomatic efforts.
During Hu’s administration, Costa Rica was the only LATAM country that switched rec-
ognition to the PRC. In contrast, since 2017, three more countries cut diplomatic ties with
Taiwan: Panama, Dominican Republic, and El Salvador. This diplomatic advance in the
region came after Taiwanese president, Tsai Ing-Wen, refused to accept the “1992 consen-
sus” in which the PRC and the ROC recognize “one China,” to which China responded by
resuming its diplomatic campaign —informally suspended since 2008—.55

Furthermore, at the 2018 China-ECLAC Forum, both sides agreed to an updated
cooperation plan and China invited LATAM countries to participate in the Belt and Road
Initiative (ECLAC 2018). Currently, 11 countries in Latin America have endorsed China’s
BRI: Bolivia, Chile, Costa Rica, Cuba, Dominican Republic, Ecuador, El Salvador, Pana-
ma, Peru, Uruguay, and Venezuela —together with 8 Caribbean countries—. Equally, 2019
saw an expansion of the other major China-led economic initiative, the Asian Infrastruc-
ture Investment Bank (AIIB), as Ecuador became its first full-member. Other prospective
members are Argentina, Bolivia, Brazil, Chile, Peru, Uruguay, and Venezuela.5

54 Likewise, an upgrade of the China-Costa Rica FTA is currently under discussion.

55 Other countries that switched recognition to the PRC after this campaign was launched were Gambia,
Sao Tome and Principe, and Burkina Faso.

56 As of October 2020, Colombia, Guatemala, Honduras, Mexico, Nicaragua, and Paraguay have joined
neither body.
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c¢) Investment

During the 2015 China-ECLAC Forum, President Xi set the goal of increasing Chinese
investment in the region to $250 billions by 2025. Although during 2014-2020 Chinese
FDI has equaled USD$107 billions (AEI 2020), and thus is yet halfway the goal, there have
been some important departures from the prior administration. First and foremost, the
amount and employment generation by Chinese FDI in LAC nearly doubled from Hu’s
administration.

Second, considering the plunging trend in the attraction of global FDI due to the drop
in international prices of raw materials and the economic recession in 2015 —marking the
end of the commodity-price boom—, China’s FDI increased in 2016-2018 to an average of
USD$17 billions (MOFCOM 2019). In fact, the peak for Chinese FDI during the period was
USD$26 billions in 2016, which in 2017 reflected a top record for employment generation
of 71,500 jobs —from 230,000 jobs during the period— (Dussel 2020).

Figure 6. Chinese FDI in Latin America, 2014-2019 (USD$ Billions)
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Source: Monitor de la OFDI China en ALC, Dussel (2020);
MOFCOM (2019); World Bank (2019).

Furthermore, although 2019 saw the lowest global economic growth since the finan-
cial crisis (IMF 2020) and global Chinese OFDI fell 10% —partly due to the drop of OFDI
to the US— (Xinhua 2020),5 Chinese FDI in LAC escalated 16% from 2018.5% In 2019

57 For instance, the USD$117 billions of global Chinese OFDI recorded in 2019 represented only 60% of
the global Chinese OFDI recorded in 2016.

58 In terms of global FDI to Latin America as well, the nearly USD$170 billions attracted by the region
in 2019 marked a 16% increase from 2018.
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Chinese FDI represented 7.6% of LAC’s total, marking the first increase since 2016. Com-
pared to the average of 4% of LAC’s total FDI accrued by China during 2003-2013, an
average of 8.3% during 2014-2019 reflects a higher success at entry in the region.

Third, Chinese firms have increased more than 33% their M&A deals in LAC. During
2014-2019, Chinese M&A accrued USD$48 billions and generated around 166,000 jobs.
By contrast, the USD$16 billions in greenfield FDI marked a 47% decrease from 2003-
2013 (Dussel 2020). In fact, major part of Chinese greenfield FDI for this period was only
recorded in 2019, setting a record of USD$12 billions in infrastructure —particularly due
to a lithium project in Bolivia— (Ray and Batista 2020).5

Fourth, historically, Chinese FDI by SOEs has represented higher ratios of amount
and employment per transaction. Nonetheless, during 2014-2019, private firms invested
USD#$18 billions in LAC and generated 96,000 jobs, an increase of 58% and 71%, respec-
tively. By contrast, the USD$44 billions invested by SOEs marked a decrease of 16% from
the prior administration, reflecting thus a growing diversification in the type of ownership
of Chinese FDI —particularly since 2017—.5°

Figure 7. China’s FDI in Latin America by Sector, 2014-2020 (USD$ Billions)

Source: China Global Investment Tracker, AEI (2020).61

5 Nonetheless as the Bolivian government has changed since this deal was announced, the project is
currently receiving renewed scrutiny.

¢ For instance, during 2017-2019, Chinese private firms’ FDI transactions represented 34% of total
amount of Chinese FDI in the region, well above the 15-20% recorded during the Hu Jintao administration.

¢ For the period, Chinese FDI in health accounted for USD$590 millions (Ecuador, Trinidad and Toba-
£0); and in utilities USD$750 millions (Argentina, Brazil, Panama, Trinidad and Tobago, Venezuela).

185



8. EVALUATING CHINESE ECONOMIC ENGAGEMENT IN LATIN AMERICA (2003-2019)...

Fifth, during 2014-2019, FDI in raw materials totaled USD$27 billions, a drop of 43%
from 2003-2013 (Dussel 2020). Conversely, the amount and employment generation due
to Chinese FDI in manufacturing increased 200% and 122%, respectively. Likewise, FDI
in services and domestic market saw a relative increase of 25%; and Chinese FDI in tech-
nology, which during 2003-2013 was negligible, has totaled USD$2 billions since 2014.

Finally, during 2014-2020, Brazil was the top recipient of Chinese FDI with USD$38
billions, followed by Peru (USD$18 billions), and Argentina (USD$13.6 billions) (AEI
2020).%2 While the trend is overall similar to that of 2003-2013, since 2017 Chinese OFDI
increased its dynamism in Chile and Mexico. For instance, Chile became the top recipient
during 2017-2019, attracting 31% of China’s FDI in LAC —Mexico attracted 11.5%—.%3 By
contrast, in Colombia, a major destination since the 1990s, Chinese FDI declined 85%.

d) Financial Flows

Chinese loans to LATAM decreased 51% from the prior administration, totaling USD$54.5
billions during 2014-2019. The data reflects that lending has diminished after reaching a
high of USD$21.5 billions in 2015 (see Figure 8).% This trend is in part explained by Ven-
ezuela’s inability to service its loans —which during 2003-2013 represented above 50%
of LAC’s total Chinese loans— due to the fall in oil prices and its economic deterioration;
together with traditional borrowers like Brazil and Ecuador diminishing their loans from
China.

The case of Venezuela’s indebtedness is also apparent in the proportion of Chinese
loans by sector. Although during 2005-2013 energy accrued 75% of the total, it has de-
clined to 53% —whereas loans in infrastructure and mining increased their share to 23%
each—. As China’s high demand for energy remains constant, in order to decrease its de-
pendency on Venezuela, the number and value of loans to Brazil and Ecuador have in-
creased, representing 38% and 20% of Chinese lending to LAC during 2014-2019 (Gal-
lagher and Myers 2020).% In contrast, while Venezuela accrued 20.5% of the total, since
2016 China has stopped lending to the country.

62 Other destinations for Chinese FDI in the region were Ecuador with USD$5 billions, Bolivia USD$4.5
billions, Panama USD$3 billions, and Mexico USD$2.5 billions.

% Between 2017 and 2019 Peru attracted 21.5% of the total Chinese OFDI in the region with USD$8
billions in only 8 transactions, and Brazil attracted 17.7% with USD$6.6 billions reflected in 37 transactions.

64 In fact, since 2016 the Development Bank of Latin America (CAF) and the Inter-American Develop-
ment Bank (IDB) have each lent more to the region than the CDB and China EXIM combined.

% Chinese loans to Argentina remained constant between 2014-2019, representing 12% of the total in
the region and being allocated in 3 infrastructure projects and 2 energy projects.
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Figure 8. China’s Loans to Latin America, 2014-2019 (USD$ Billions)
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China’s Strategic Interests in Latin America and Internal Dynamics

Gathering from the above, for China there are three key interests in its economic relations
with Latin America; and accordingly, has developed a strategy to enter the region. First,
Latin America represents a source of primary commodities that China needs to: a) meet
its rising demand for foodstuffs —associated with the expansion of its middle-class and
new consumer preferences—; and b) supply its growing industrial sector and infrastruc-
ture development. Second, Latin America has become an important market for Chinese
manufactures and the Chinese government has worked to improve Chinese firms’ access.
And third, the region has long played a major role in the PRC and ROC’s diplomatic com-
petition.

A) Latin America as a source of raw materials and primary commodities
China’s interest in LATAM as a source of raw materials is underscored by the structure of
regional exports to China, the establishment of FTAs with Chile and Peru —major region-
al exporters of copper—, and China’s heavy investment and numerous loans in LATAM’s
energy and mining sectors. Nonetheless, the majority of explanations for the structure of
China-LATAM trade converge on similar, but incomplete claims. From media to schol-
arly accounts, these sources find a simple correlation between a rapidly growing and re-
source-scarce China vis-a-vis a resource-rich Latin America aiming to increase economic
growth and lower dependency on traditional markets.

Instead, China-LATAM economic ties should undergo a more careful analysis to an-
swer what is driving Chinese demand and underpinning its stability. In addressing such
one-dimensional arguments, it is imperative to first note that although China’s economy
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had been growing at an average of 9% since 1978, its engagement with the region increased
until the 2000s. While China’s entry into the WTO played a major role in expanding its
presence, and its “going global” policy procured the guidelines for its internationalization,
other changes in China’s development trajectory can help explain its economic relations
with the region.

One example is China’s shift to heavy industry production in the 2000s, which, albeit
not a Central government initiative, was aimed at supplying rapid urbanization and infra-
structure development (Naughton 2008).%¢ Accordingly, in the early 2000s China under-
went an increase of 9% in energy intensity (Rosen and Houser 2007). From 2000 to 2005,
iron and steel production increased to over 3% of China’s GDP; and along with it, China’s
energy demand was soon outpacing GDP growth.®” In this context, Chinese demand for
energy and minerals increased to feed industry production; and thus directly impacted the
volume and price of these imports —generating the commodity boom in LATAM—.

Being a net importer of steel in 2000, by the late 2000s China became the world’s
largest steel producer (Yu 2009) and was consuming more than 70% of the world’s iron
ore exports (Garnaut 2010). Likewise, since 1993 China began importing oil as consump-
tion surpassed domestic production; and by 2003, China became the second largest oil
consumer. On this, although China holds important reserves of coal —which represents
70% of energy use—, facing a rising demand to fuel the transport and industry sectors and
looking to decrease emissions of air pollutants, the Chinese government has pushed to-
ward securing foreign oil supplies (Chan and Yao 2008), especially from the Middle East.

Nonetheless, aiming to diversify its oil supplies in case of any shock in the Middle East
after the US launched the “War on Terror,” there was an upsurge in Africa, Central Asia,
and Latin America oil exports (Hurst 2006). Hence, despite by the late 2000s the Middle
East remained China’s largest oil supplier, its share had declined more than 10%, whereas
LATAM’s increased to 3.5% of China’s oil imports (EIA 2020).%® Likewise, this strategy
reflected the Chinese government’s desire to find alternative routes to the troublesome
spots of the Strait of Malacca and South China Sea since in case of conflict with the ROC
or the US, a blockade may be enforced on China (Brewster 2016).

As China became the largest consumer of iron ore, copper, aluminum, nickel, zinc,
and the second largest consumer of oil, countries like Brazil, Peru, Chile, Colombia, Ec-

66 After China’s reform and opening in the late 19770s, production had moved from the Mao era model
of capital-intensive and heavy industry towards labor-intensive and light manufacturing. However, in the
2000s it reversed towards heavy industrial production.

67 Between the late 1970s to 2000, China’s energy intensity and demand had been decreasing due to the
shift from heavy industry production to light manufacturing.

% In 2009 Africa accounted for 20% of China’s total oil imports, while Russia and Kazakhstan com-
bined accounted for a little more than 10%.

188



THE GOVERNMENT OF XI JINPING: EVALUATION, RESULTS AND CHALLENGES

uador, and Venezuela have been by far the most benefitted in the region. Other commod-
ities that experienced an increased demand due to changes in China’s development were
soybeans. However, in this case, the concentration of Argentina, Brazil, and Uruguay’s
soybean exports accrued from the Chinese government efforts to shift from family-sized
to large-commercial pig farming, which translated into less farmland for agriculture (Fer-
chen 2011).

Likewise, as China’s economic growth has come with significant urbanization and new
consumer preferences, the Chinese market has been experiencing an increased demand
for proteins and processed foods like meat, fishmeal, fruits, vegetables, and wine. In this
context —in addition to online food shopping’s rising popularity—, LAC contributed with
around 25% of China’s total food-imports in 2018. In turn, since food security has become
a main concern for Xi’s government, China has boosted investments in agriculture and
across the production chain in Latin America.®

The recent US-China trade dispute has further increased LATAM’s agriculture and
food exports —soybeans, cereal, beef, pork, fruits, and nuts— to China. In this context,
Brazil, Argentina, Uruguay, and Chile could continue benefitting from the tit-for-tat
standoff through high commodity prices and wider opportunities to supply both markets.
If sustained, the trade dispute could further shift China-LATAM trade structure and at-
tract more Chinese investment. However, presuming a significant degree of volatility and
uncertainty, it is expected that countries holding FTAs and PTAs with China will be the
most safeguarded and dotted with improved market access conditions.

B) Latin America as an export market

Gaining access to the LATAM market has become an important aspect of the relationship
as China’s economic growth and its development pattern appear to have reached a bottle-
neck. Between 1978 and 2015, China’s GDP grew an annual average of 9.5%; however, in
2015 it declined to 7% and went further down to 6.7% in 2018 and 6.1% in 2019 (World
Bank 2020). Some analysts point that China’s growth slowdown is due to structural fac-
tors, namely its manufacture and heavy industry overcapacity (Perkins 2015; Huang 2016;
Yu 2017).

On the one hand, light manufacture exports have relied on cheap costs of production;
but these have radically escalated as China’s economy upgraded. For instance, migrant
workers’ wages —primary force of production in coastal cities— have grown more than
15% each year. Hence, labor-intensive factories in China have started relocating to low-

% All while the BRI has as well become a major conduit for China’s strategy in agriculture investment.
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cost places to maintain competitiveness. On the other hand, China’s heavy industries are
suffering from overcapacity as the domestic property and investment boom have ended
(Van Wyk 2010).7°

Concerned about overinvestment in heavy industries, the Chinese government de-
ployed subsidies and favorable exchange rate policies to stimulate exports and also re-
strained credit to slow down the property market. Hence, while major part of production
was for domestic consumption, China’s heavy industries became progressively export-ori-
ented and marked China’s trade surpluses with countries like the US (Anderson 2009).
However, since the mid-2010s, the expansion of Chinese steel exports has pushed down
international prices, whereas a handful of developed economies are unwilling to continue
tolerating large trade deficits from emergent economies (Du 2016).

As a result, Latin America represents an opening to relocate China’s excessive indus-
trial and manufacture production capacity by: a) increasing exports to LATAM; and b) en-
gaging in infrastructure FDI or loans, which also boosts China’s manufacture investment
and trade (The Economist 2015). In fulfilling these aims, most Chinese FDI, aid, and lend-
ing is “tied.” Besides furthering the access to markets, the deals require that at least 50% of
the materials, equipment, services, and workers are sourced from China (Dehart 2012).7

Moreover, loans to LATAM are often linked to agreements to buy products from
Chinese firms (Gonzalez 2011). Therefore, looking to reduce its dependency on devel-
oped-country markets —especially after the growth slowdown due to the financial crisis—,
Chinese FDI and loan deals have been as well paving the way for the expansion of Chi-
nese manufactured goods and services in LATAM. Another instrument has been obtaining
“market economy” status from LATAM governments. For instance, after Hu’s diplomatic
efforts during his first visit granted the consent of Argentina, Brazil, Chile, Peru, and Ven-
ezuela, there was an increase in these countries’ trade with China.

Furthermore, it is argued that the rapid growth of imports from China has been a
cause of concern in many Latin American countries complaining about unfair competi-
tion. However, while imports from China originally involved low-skill manufacturing, as
China moves from labor-intensive to high-value manufacturing to support its develop-
ment, these have become more sophisticated. Complementing this shift, greenfield FDI in
mining has lost share to rising projects in telecom and real state. Likewise, since the mid-
2010s, Chinese M&A investment in manufacture —i.e. telecom and electronics in Mexico

70 To understand the severity of this problem one has to note that during the past decade Chinese steel
output increased around 18% annually, while crude Steel output for the rest of the world only increased
4.3% annually.

7t As such, firms partaking in infrastructure projects like Sinohydro or Huawei have exported equip-
ment to the region.

190



THE GOVERNMENT OF XI JINPING: EVALUATION, RESULTS AND CHALLENGES

and Brazil— and in services —telecom, finance, construction, engineering— has increased
(Dussel 2020).

All in all, in China’s strategy to keep its economic growth afoot, upgrading industries,
increasing trade in services, and looking for new markets have become a priority. In this
context, as manufacture exports are still essential to boost the Chinese economy —despite
efforts to rely on domestic consumption—, the US-China trade dispute has complicated
China getting back on track its economic growth. Thus, as the US levied additional tariffs
on several USD$ billions of Chinese goods, China’s efforts to enter LATAM markets may
further increase during the rest of Xi’'s mandate.

C) China and Taiwan diplomatic competition

Chinese imports from Latin America, as well as Chinese investment and aid to the region
are visibly influenced by the PRC and ROC’s diplomatic competition. Ideologically spear-
headed by the “One China” policy, a main component in China’s strategy to reclaim sov-
ereignty over Taiwan is to: a) strengthen relations with countries that have switched their
recognition, and b) to forge economic relations with countries that still recognize Taiwan
as an incentive to switch their diplomatic recognition to China (Portada et al. 2020; Mag-
giorelli 2019).

Taiwan has signed FTAs with Panama, Guatemala, Nicaragua, Honduras, El Salva-
dor, and Paraguay. Since these were among the countries that did not participate in the
export-boom —excluding Panama—, some argue that diplomatic recognition played a ma-
jor role relative to variables like geographic distance and GDP (Jenkins 2012). However,
another explanation is that these countries are not endowed with the resources China
covets. Besides, an example of China using trade for diplomatic goals is Uruguay. Uruguay
switched recognition in 1988, and during 1983-1987 China doubled its trade and bought
more volume of certain commodities relative to Taiwan (Portada et al. 2020).

Concerning FDI and aid, China has often targeted infrastructure as a reward for
switching recognition. Besides Chinese flows come without policy conditions, less rigor-
ous guidelines, and the capital is readily available, infrastructure projects are designed as
“win-win” deals that create a positive perception of China and have the purpose of further-
ing bilateral trade. E.g. in return for recognizing the PRC in 2007, China funded a stadium
in Costa Rica, and assisted in the reconstruction after floods (Dehart 2012).

After the streak of successes in gaining allies during Hu’s administration, in 2008 the
KMT government in Taiwan and the PRC negotiated a policy détente (Cabestan 2010).
However, after the DPP took power in Taiwan, China reignited its diplomatic competition.
Since then, Chinese officials have been active in the region and gained new allies: Panama,
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Dominican Republic, and El Salvador. On these, although financially-motivated, Panama
was the only country receiving significant Chinese FDI; and after switching recognition
has been negotiating an FTA with China.

Likewise, Dominican Republic was granted a USD$600 million loan for an energy
project together with China’s announcement to build infrastructure projects in El Salva-
dor. In this context, however, it must be noted that the Trump administration has chosen
to take actions in the PRC and ROC’s diplomatic competition.” In March 2020, Trump
signed the TAIPEI Act, aimed at preventing diplomatic switching by threatening punitive
measures like altering the US security, economic, or diplomatic relations with these coun-
tries (Kuo 2020).

Therefore, despite China’s diplomatic efforts, the recent US administration’s stance
has put an unsurmountable amount of pressure on countries considering switching and
on China. Likewise, the outbreak of the Covid-19 pandemic has put the issue on the spot-
light, while accruing Taiwan opportunities for enhancing its international positioning
(Portada et al. 2020). These features, in addition to the dubious economic performance
of countries that recently switched recognition —i.e. Panama—, may further complicate
China’s diplomatic advances in LATAM.

d) Regime Legitimacy

The above interests that underscore China’s economic engagement in Latin America find
its rationale in the Chinese government’s top priority of sustaining regime legitimacy. Be-
ing a single-party state, Chinese officials understand that without economic growth, there
could be a problem with political legitimacy (Mitchell 2015). Nonetheless, the urgency of
feeding its rising domestic consumer demand and sustaining its troubled rate of economic
growth”s has made China heavily reliant on securing foreign supplies —energy, minerals,
and agricultural goods— and the access to markets for its products.

Hence, Chinese projects in LATAM’s energy and mining sectors only reflect China’s
pressing diversification strategy. This need to secure foreign suppliers is as well evident in
the fact that despite their political instabilities, poor governance, and dubious capability
to repay loans, states like Venezuela have received continued attention from China —es-
pecially during Hu’s mandate—. The latter, however, is as well explained by the govern-
ment’s pressure on SOEs and financial institutions to invest in infrastructure abroad to

72 After the latest diplomatic switching in the region, the US pulled its top diplomats from Panama,
Dominican Republic and El Salvador and warned them about the consequences of cutting ties with Taiwan.

73 Due to higher incomes as well as manufacture and industry production overcapacity, among other
sociodemographic and development pattern changes.
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absorb industry overcapacity and to maintain their survival and legitimacy (The Econo-
mist 2015).

In fact, the majority of Chinese large investments in the region are made by SOEs,
which do not face the same pressures as private firms to earn high returns (Bai et al.
2006) and are often commissioned as part of state-to-state deals without much regard to
local conditions. Likewise, another reason may be that looking to diversify its partners,
FDI and loans to countries with poor governance or weak macroeconomic conditions
represent a strategic effort to thrive where others fear to tread and seize “the void left by
American presence” (Urdinez et al. 2016). Nonetheless, since the mid-2010s the Chinese
government has become more accountable to its population with regards to its foreign
economic policy.

The Chinese have grown dissatisfied with China’s high volume of ODA and its lack of
transparency, when they view these funds could be used for development at home (Zhang
2018). Therefore, China cutting loans to Venezuela reflects a shift in its strategy in favor
of a more practical and economic-guided approach. As Chinese people demand better re-
turns on state-FDI and loans, it is reasonable to expect that the government will continue
pulling back from projects in these countries as long as China finds alternative sources or
markets.

Furthermore, since internal political stability is as well underpinned by nationalism,
the goal of strengthening the state is naturally interlocked with China’s efforts for: a)
pushing the recognition of the “One China” policy, b) defending its territorial integrity,
and c) achieving greater international presence. On the first and second, any [diplomatic]
advance of Taiwan would be seen in China as a sign of weakness and undermining the rec-
ognition of its territory. Accordingly, after Taiwanese President, Tsai Ing-wen, refused to
acknowledge the “One China” policy in 2016, China resumed its campaign for diplomatic
competition.

On the third, foreign policy under President Xi signals a departure from Deng Xia-
oping’s “keeping a low profile” in international affairs. China’s foreign policy has become
more proactive as nationalism among its population has increased alongside China’s
emergence as the second largest economy. Additionally, in pursuing a more balanced
model of economic growth, foreign policy has become more centralized. In this context,
the internationalization and diversification of Chinese economic activity have been ideo-
logically and strategically spearheaded by Xi’s Belt and Road Initiative, revealed in 2013.

In addition to the founding of the AIIB in 2015, the BRI is an effort to demonstrate
China’s capability to put forward large-scale initiatives for economic and financial gov-
ernance. While the AIIB attempts to accrue China with an influence in the international
financial system that matches its status, both aim to expand China’s access to suppliers
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and markets, as well as to help absorb production overcapacity by participating in infra-
structure projects. In this sense, with both initiatives, President Xi is clearly motivated to
resolve the pervasive domestic economic challenges that have gradually dented China’s
economic growth and its path towards becoming a global power.7

While Latin America was not a main target in these initiatives, the region has showed
its willingness to cooperate with China. The fact that many LATAM countries —especially
some of the US’ traditional allies— are prospective members of the AIIB and/or joining
the BRI, represents a remarkable achievement for China. Consequently, China’s economic
policy —and its evolution— in Latin America should be understood not only as shaped by
external phenomena —such as the War on Terror, the financial crisis, the change of gov-
ernment in Taiwan, the US-China trade dispute, etc.—, but as well as heavily conditioned
by China’s internal priorities and development trajectory.

Conclusion

Most of the studies on China-LATAM relations have privileged the implications of in-
creased Chinese economic activity in the region and often ponder how this will reshape
the economic development of target countries. However, a major drawback is that by
omitting China’s own development trajectory, the possibility that China is growing reliant
on accessing commodity suppliers, new markets, and investment opportunities abroad in
order to sustain its troubled rate of growth and maintain CCP regime legitimacy has been
disregarded.

It must be noted that while in the most common sense the driver behind China-LA-
TAM economic ties is China’s demand for energy, mineral, and agriculture inputs, since
the 2000s the Chinese government has reframed its foreign policy according to domestic
priorities: maintaining economic growth and development. As China suffered from man-
ufacture overcapacity and an increased demand for energy and minerals since the 2000s,
China’s manufacture exports, primary commodities’ imports, and FDI in energy and min-
ing increased. Additionally, since during Hu’s mandate China’s growth model was highly
resource-intensive and global prices for commodities were rising, it made sense to enter
countries with risky environments like Venezuela, Colombia, and Ecuador.

Under Xi, however, China’s approach to Latin America gradually evolved. Inheriting
an economic model that began showing signs of exhaustion since the late 2000s, Xi made
his top priority to boost China’s economic growth by pushing trade and FDI diversifica-
tion as well as the restructuring/upgrading of domestic industries. With the contributions

74 All presuming the continued strengthening of CCP’s domestic legitimacy.
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of the main drivers for economic growth —exports and IFDI— falling (Timini 2017), Xi’s
foreign policy became more proactive and globally-driven than from his predecessors.
As China’s economic power accumulated, the Chinese appeared more confident and de-
manded better returns on state FDI and loans, to which the government became more
accountable.

While China’s interest in the region remain: a) securing the access to raw materials and
energy resources, b) opening markets for Chinese goods, and c¢) ensuring the recognition
of the “One China” policy, since the mid-2010s the government has emphasized initiatives
that involve heavy FDI and numerous loans in infrastructure, manufacture, and services.
This is to help absorb heavy industry overcapacity and due to higher costs of production,
slowing total factor productivity, and troubled competitiveness in its manufacture sector.
Likewise, in upgrading its industries and developing a more sustainable economic model,
China aims to expand its markets for high value-added products, technology, and services.

Nolan (2012) makes a case that China is far from “buying the world,” especially when
considering the sustainability of China’s economic model and Chinese firms’ participation
in developed countries or high-tech. Likewise, although China’s trade and FDI in LATAM
has escalated, it is considerably lower relative to other regions —East Asia, Europe, Cen-
tral Asia—, whereas the US still retains a prominent position. Therefore, it is more likely
that governments’ perceptions play a more significant role over China’s influence than the
current size of trade and FDI (Ellis 2011). On this, good political relations, FDI and ODA,
and the hopes to access the Chinese market have helped China leverage its access to some
countries.
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