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INTRODUCTION

The world people live today is interconnected, interdependent and not isolated. The economic
development, the technological revolution and the achievement of welfare contributed to the
space contraction and to the interconnection among people of every part of the world. Along
with the sharing of common thoughts and trends that in few minutes immoderately widespread
thanks to the unrestrained use of social networks, the world has become even more
interdependent. Markets are free and capital can freely flow as well as people and goods, world
countries’ economies are closely linked as well as financial transactions. The interconnection
and the concrete integration among countries and people our era is continuing to experience is
the result of what it is generally called globalization. The attempt to give an exact and accurate
definition to globalization have been various and mostly not succeeding. What one may affirm
is that globalization is a process and as the word process suggests, it changes and evolves, it
transforms then over time, facing different historical periods and regarding different countries
with distinct culture and opportunities. The phenomenon of globalization is inevitable in its
essence and it encompasses a wide range of trends, economic, technological, social and cultural
that are interactive and co-evolve in space and time. The fact that the process of globalization
does not embrace only one sphere of people’s life is the main reason why giving a satisfactory
definition of globalisation is always leading to failure. To understand such a complex
phenomenon as a whole, is necessary to analyse its evolution over time, proceeding from
previous historic eras, coming up on the period we live today and taking into consideration all
the various trends and landmarks that are changed and developed over years and that have
pushed the process of globalisation further, giving the shape it has today. Globalization is the
process by which the economies of the world become more integrated, leading to a global
economy and increasing global cooperation, but as it has been said, globalization refers also to
an emerging “global culture”, in which people consume similar goods and services across
countries and share the same customs!. However, if it is true that globalization suggests
exciting business opportunities, efficiency gains from trade, more rapid growth of knowledge

and innovation, it is also true that it rises troubling concerns, namely the accentuated

! Michael P. TODARO, and Stephen C. Smith, Economic Development, Eleventh Edition, Pearson Education,
Ltd, 2013, p. 382.



inequalities among and within countries, the acceleration of environmental degradation and the
dominance of richest countries which left behind the poorest and backward ones. Thus,
globalization carries benefits and opportunities as well as costs and risks. The globalization’s
path the world is currently experienced has precisely brought all of the above-mentioned risks,
shaping a world in which the 1% of the global population is richer than the 99%, the most
developed countries have managed for decades the world’s economy, exploiting resources and
employing the poorest countries in the south of the world as their factory. The outcome gained
has been an increasing disparity between north and south of the world, an uneven distribution
of wealth and a pattern of dependence of developing countries on the developed ones. Being a
process and a phenomenon that cannot be stopped, the globalization wave that marked almost
the whole 20" century and the beginning of the 21% is seems coming to an end, after the heavy
financial and then economic crisis that has affected all sector of the economy worldwide, the
dominant position the United States possessed in the international economy and more in
general in the global order has started to decrease. At the dawn of 21% century, new and
developing countries have emerged, ready to depose the US from their predominant position
and conquer the major role in the leading of a new wave of globalization, apparently different
from those have come before, aiming the creation of a new global order in which all countries,
especially the developing ones, can benefit and take advantage from economic, political and
cultural globalization.

Important developing countries have recently been using globalization as an opportunity to
accelerate their rate of catch-up by growing faster than the developed world, in such a
backdrop, China embodies an outstanding example of development and growth. It succeeded
in becoming the world’s second largest economy, growing at an average rate of approximately
9% a year from 1978 to 2008, an unprecedented achievement for any economy in history. As
the second largest economy in the world and according to statistics probably the world’s first
largest economy by 2020, China is progressively increasing its role in the globalization process,
showing up as the major player in the creation of a new global economic order and taking
growing responsibility in the international stage. The Belt and Road Initiative (BRI) is exactly
the huge proposal that embodies the purpose of China not only to “going global”, cultivating
new advantages to participate in and lead international economic cooperation and promoting
reform through opening up, but also to establish a strategic framework focused on an inclusive

concept of globalization in which connectivity, win-win cooperation and equality are took as



fundamental®. The Belt and Road initiative firstly means “two wings”: the land route, the Silk
and Road Economic Belt that is a Eurasian transport network and a new economic development
area taking shape in the basis of the ancient Silk Road and the 215-Century Maritime Silk Road,
designed to go from China’s coast to Europe through the South China Sea and the Indian Ocean
in one route, and from China’s coast through the South China Sea to the South Pacific in the
other. The Belt and Road Initiative is a project extremely relevant in a wide range of fields. In
the first place, it is based on the comprehensively deepened reform within China and the
country’s all-round opening up, as an effort to realize the “Chinese Dream of rejuvenation of
the country”. Moreover, the BRI is closely associated with the two China’s bigger goals, which
President Xi has strongly reconfirmed in the last Party’s Congress, that are to complete the
building of a “moderately prosperous society by 2020” (the centenary of the CPC) and to build
China into a “modern socialist country that is prosperous, strong, democratic, culturally
advanced and harmonious by 2050 (centenary of the People’s Republic of China), achieving
the great rejuvenation of the Chinese nation. In the second place, not less important, the Belt
and Road Initiative assume a global relevance, not only because it aims to establish a huge
economic network and to create a connectivity net never existed before, but also because it is
going to change the global economic order, shifting from a West-centric word to an East-
centric one in which China is demonstrating the purpose to go beyond the Western model of
modernization, not imitating it but exploring and building a new one. The Belt and Road
Initiative has as its core principle the connectivity, among people, countries and economies
along with the win-win cooperation and the mutual aid in order to equally benefit from the
Initiative. For this reason, this large proposal may actually fulfil three major missions that
inevitably will lead to a reshaping of our world. It could explore different ways of global growth
in the post-crisis era, since the Americanization seems come to an end, through the BRI China
could establish a more balanced global development partnership. Secondly, the BRI may
rebalance the globalization process that until now has been uneven and western-centred,
encouraging the opening up towards west and advocating an inclusive development for
globalization in the international community. Lastly, the BRI could create new models for
regional cooperation in 215 century?. The Initiative promoted by Beijing has undoubtedly great

potentiality founded on solid financial gear (to funding the BRI have been established the Asian

2 Yiwei WANG, China Connects the World: What Behind the Belt and Road Initiative, Beijing, China
Intercontinental Press and New World Press, 2017, p. 47.
3 Ibidem, pp.69-71.



Infrastructure Investment Bank and the Silk Road Fund) along with the dynamism of China’s
state capitalism. However, such a wide Initiative comes with risks, challenges and questions,
within Chinese think thank and among international actors. To discover the nature of the Belt
and Road Initiative it will certainly take years since the project is now in its first stages, but the
intrinsic purpose of this dissertation is trying to understand and answer to what are the
implications of BRI in the process of globalization, examining what may be the meaning of the
Belt and Road Initiative within the global order then consequently analysing the changes in
values, norms and institutions the Initiative will bring or will make it necessary.

The dissertation will proceed at first giving a theoretical introduction concerning the
implication of the Belt and Road Initiative in the globalization process, trying to answer the
questions beforehand posed. It will be observed the internal development process witnessed by
China alongside with its economic, political and social transition. It will be used the Theory of
Change and more in general the Theory of Institutions to deeper examine the implications of
China’s proposal in the form of values, norms and institutions and therefore changes or new
conflicts that may arise within China and in the international stage.

From 1978, year in which China decided to start its reform process and opening-up to the
world, the country witnessed a deep economic transformation from the biggest rural country
of the world to one of the biggest economies, from being a country mostly based on agriculture
to one drove by market economy. The process of transition that characterized China over the
last thirty years did not only concern Chinese economy, but it obviously interested the society,
the political system as well as the environment and the culture. Still further, the way in which
reforms have been implemented in China has been important as the fact that they were
introduced at all. One of the most important features in the recent China’s economic history is
the gradual and systematic implementation of reforms. China’s approach has been the opposite
of that of many other countries such as Russia and Poland, which opted for a “big bang”, a
sudden and comprehensive shift to a free-market economy. Rather, China has introduced new
and transitional institutions maintaining in the same time the previous institutions of central
planning for extended periods #. The thirty years of reform and opening-up in China have been
characterized by the focus on unleashing and developing productivity, pursuing the task to
increase the economic position of China in the global stage. Obviously, such a development

came with costs and with conflicts. As a matter of fact, despite China’s has experienced the

4 Ibidem, pp. 124-127.



world’s most dramatic reduction in poverty, its average per-capita income (GNI)° is still one
of the lowest in the world as well as its human development index (HDI)®. This data suggests
that the cost of economic development and the globalization experienced by China have led to
severe conflicts and social risks. First of all, the growing disparity between the urban and rural
areas, the pressure on resources and the environment caused by the rapid growth of economy
and its unbalanced development. Secondly, the conflict between the rapid growth in public
needs of the society and the inadequacy of public service and basic public products’. The
economic reforms in China have been political, cultural and above all global processes.
Coming to a new stage of its development, China is therefore facing new struggles, the
economic growth now needs to be accompanied by an improving in the economic system in
order to guarantee sustainable development and further reforms on social and political system.
Despite in recent years the Chinese leadership is more focused on the social reforms, especially
on the system of management, funding and distribution of social services (education, health
and pension), it still lacks in the recognition of fundamental civil rights such as the right of
association or the one of freedom of expression. Rather, the Chinese current leadership led by
Xi Jinping, seems have fell back the country in a renewed standardisation pressure and a
shrinkage of public debate®.

Extending the argument to the Belt and Road Initiative, one of the most important aspect to
pay attention to is exactly the potential contradiction and conflict that may arise between a
country still authoritarian as China and its liberal and democratic partners. In spite of China’s
liberal promotion of the Belt and Road Initiative as a project in which every involved country
will gain benefit, alongside with the commitment to the creation of an equal and inclusive
globalization, the values, norms and institutions diversity that characterize the Chinese
experience certainly worth a careful consideration. Although China has been involved in a deep
transition from a communist totalitarian nation to a socialist market economy over the last

quarter century, is still an authoritarian country in which the Communist Party holds power

5 Gross National Income (GNI) per capita, is the most common measure of the overall level of economic activity,
is often used as a summary index of the relative economic well-being of people in different nations.

¢ The Human Development Index (HDI) is composite index based on standard of living, education and health and
it a widely used measure of the comparative status of socioeconomic development.

7 Fulin CHI, Starting Point: Thirty Years of Reform in China, Foreign Language Press, Beijing, 2008, pp. 44-45.
8 Giovanni ANDORNINO, Cina 2020: implicazioni globali del nuovo ciclo di riforme e prospettive per il
partenariato strategico con I'Italia, Osservatorio di Politica Internazionale, Torino World Affairs Institute (T.wai),

n. 112, November 2015.



and the drafting of a more democratic rule of law appears far as well as the prospect of a
horizontal dynamism of civil society in taking part in the public debate.

Having made those points, it seems clear that the Belt and Road Initiative will bring strong
contradictions from the perspective of the international law’s development. It will raise issues
about the feasibility of an economic and political collaboration with Western countries in which
the political system and its institutions have a marked democratic and liberal foundation and
the defence of civil rights comes first. In a current situation in which President Xi Jinping has
a great concentration of power in his hands, which can only be compared to the one of Deng
Xiaoping, China future purposes have loudly emerged at the 19" Party’s Congress held the last
October in Beijing. In his speech, Xi Jinping has emphasized the importance of China’s
increasing role in the new global order, showing the country’s growing willingness of taking
more international responsibilities. Nevertheless, President Xi has also strongly argued the
“Chinese Dream of a great rejuvenation of the nation”, expressing the purpose to make China
a “moderately prosperous nation” before 2020, following the so called “socialism with Chinese
characteristics”. A socialism thus, that fit the Chinese characteristics and that is likely not
willing to adhere at the set of democratic values, rules and institution typical of Western
countries, rather it seems resist them’.

In a context as described above, it is clear that the world is coming to facing new challenges
and the Belt and Road Initiative may actually represent the tool and the field of action in which
these challenges will meet. A bigger question is thus obvious, the world will face a
globalization in which the Chinese authoritarian model will be accepted as an exception
creating then a pluralistic global scenery in which different experience live together or China
will adapt its political and economic system to one more democratic? Or is emerging a potential
different scenario in which China will do not adapt their values, norms and institutions but
rather it will become the model at which other countries will look at?

In order to analyse the issues previously raised, it undertook a careful and deep reading of
research articles and government reports. It has been examined China’s recent history and the
economic, political and social transformations it has faced in order to understand the current
situation and the future one. China’s government reports, official speeches and promotional
propaganda have been taken into account to assess the Chinese leadership’s positioning about

China’s future purposes, especially about how the Belt and Road Initiative will be

® Maria Adele CARRALI, Sogni cosmopoliti: il costituzionalismo globale e le sfide dell’eccezionalismo cinese,

published in La Cina verso I’Era di Xi, T.wai Journals, Torino World Affairs Institute, November 16, 2017.



implemented. On the other hand, scientific discussions of international think-tank represented
a key point to understand what international opinion thinks about China’s Belt and Road
Initiative and the concerns underlie it.

After this brief introduction, the first chapter will tackle the issue of globalization in a more
concentrated way examining the various globalization processes that have happened
throughout history and the changes they led. The second chapter will follow with a short
historic excursus about China’s three last decades, starting from the end of Mao’s era and the
beginning of economic reforms under the leadership of Deng Xiaoping culminating then in the
achievement of economic global power as the world’s second largest economy. Alongside with
historic subject, a special attention will be paid to the peculiar Chinese development model and
its transition over the years, investigating the changes it went through. The third chapter will
be the central one since it will provide a detailed explanation about the Belt and Road Initiative.
Firstly, the prerequisites that had led China to the BRI’s proposal will be introduced, after an
analysis on the current globalization path and the transitions it is going to occur. In the second
place, it will clarify the nature of the project, the actors involved and the means that will be
used for its implementation. Lastly, the final part of the chapter will deal with the
implementation method of the Belt and Road projects, observing the values, norms and
regulations that govern them and consequently reflecting on their potential changes in the
international stage as well as the potential creation of a new globalization path with Chinese

characteristics.



1 WHAT IS GLOBALIZATION

1.1 Concept of Globalization

Globalization is certainly one of the most discussed themes of our time, nowadays everyone
makes outrageously use of this term even sometimes does not know the right meaning, just
because it is already entered in our daily vocabulary and almost every day one can read or listen
to the word ‘globalization’ on internet, newspapers or social network. Globalization is one of
the most discussed theme in social sciences, for long time theorists and scientists have been
trying to define this concept but today the discussion still remains inconclusive. There is no
universally agreeable definition of the concept and the process of globalization, neither its
content has been specifically defined.

Due to the uncertainty linked to it, globalization cannot be considered as a whole process or
condition because it differs in social, cultural and political forms. As intuitively the term
suggests, globalization can be described as the increasing cross-borders flows of goods,
services, money, people, information and culture!®. More precisely, globalization is the
phenomenon caused by the intensification of international exchanges and investments between
states, came into bloom on 20" and 21 centuries, resulting in an increasing interdependence,
before economical but then cultural, social and political, between states all over the world. The
relevance of its effects can be traced worldwide resulting in a deepening interconnection
between people through the development of high technology but most of all in the oscillation
of economy and financial markets whose crisis or success have consequences on the economy
of each nations in the world.

Sociologists Martin Albrow and Elisabeth King define globalization as ““all those processes by
which the people of the world are incorporated in a single world society”!!. In 1992 a professor
of sociology at the University of Aberdeen, Roland Robertson, one of the first writer on this

field, stated that globalization “refers both to the compression of the world and the

19 David HELD and Anthony G. Mcgrew, David Goldblatt and Jonathan Perraton, Global transformations:
politics, economics and culture, Stanford, Stanford University Press, 1999, p.16.

1 Martin ALBROW, and Elizabeth King (eds.), Globalization, Knowledge and Society, London, Sage
Publications Ltd, 1990, p.8.



intensification of the consciousness of the world as a whole”!?. And at the end sociologist
Guillén propose to combine Albrow and Robertson perspectives about globalization defining
it as a process leading to greater interdependence and greater awareness (reflexivity) among
economic, political, and social spheres in the world, and in general between actors!'?.

Despite observers and theorists’ numerous perspectives, globalization is also an ideology with
various meanings. Sometimes it seems roughly related to the idea of neoliberalism and to new
economic model of development' that is followed the liberalization of world trade. In such
cases, globalization is also associated with cross-borders organizations involved in the
safeguard of environment, human rights, world peace, etc. globalization appears like an
inevitable force that no one can control but used as justification of certain political or economic
decisions but also as the cause of inexplicable changes whose effects are worldwide
recognized. It is clearly observable how the concept of globalization has a confused or even
insubstantial theoretical background.

The origin of the word ‘globalization’ has a non-specified genesis too. The term globalization
is derived from the word ‘globalize’ that refers to something that involve or affect the entire
world!®. The first known usage of the word globalization as a noun can be traced in a 1930
publication entitled Toward New Education where it expressed a universal view of human
experience in education. But it is the economist Theodore Levitt to be widely known to coin
the term in an article entitled Globalization of Markets, appeared for the first time in May-June
1983 volume by the Harvard Business Review. As a matter of fact, the term globalization was
employed before this circumstance (from 1944 in opposition to its older meaning of ‘total’)
and as well as by scholars from 1981!6, Hence, Levitt can be acknowledged to bring it to the

public and popularized it at the end of 1980s.

12 Roland ROBERTSON, Globalization: social theory and global culture, London, Sage Publications Ltd, 1992,
p- 8.

13 F. Mauro GUILLEN, “Is globalization civilizing, destructive or feeble? A critique of five key debates in the
social science”, Annual Review of Sociology, vol. 27, 2001, pp.235-260.

14 Robert W. COX, 'A Perspective on Globalization', in Globalization: Critical Reflections, edited by James H.
Mittelman, Boulder: Lynne Rienner, 1996, pp. 21-113.

15 Marriam-Webster Dictionary, definition of ‘globalize’, https://www.merriam-

webster.com/dictionary/globalize
16 J. Feder BARNABY, Theodore Levitt, 81, Who Coined the Term ‘globalization’ Is Dead, in The New York
Times, July 6, 2006.




The beginning of globalization is a contested issue too, several scholars affirm it started in the
modern era; others consider it as a more ancient phenomenon in the history experience. World-
theorists regard the expansion of European capitalism in sixteenth century as the start of
globalization, another group point out that only with the end of Second World War and the new
expansion of trade and investment, globalization rose up. Therefore, either in this case there is
no agreement whether globalization started, or to be more precise whether literature about
globalization should start.

Despite the debate about the time and space collocation of globalization, what persistently
emerge linked to the study of this phenomenon is that often erroneously perceived as a mere
growth objective, globalization is far from a uniform and inexorable trend. It is a fragmented,
discontinued and in some ways contradictory process instead, whose nature lies on uneven
relationships established during the history among national states. Thus, one could argue that
the foundations of globalization concept inevitably are industrialization and modernization,
which in turn are linked to the idea of nation-state and colonization.

Defining globalisation remains a difficult task and it would probably be non-performing to do
so, circumscribe it to a unique sphere or consider it only as an historic process results to be too
simplistic since globalisation is the interactive evolution of different trends that change and
transform among the years. There are many factors that act as the driving forces of
globalization and their boundaries are not fixed, rather they are interconnected and interrelated
and they affect each other in different ways. Taking into account these considerations, it could
be argued that it is impossible, if not incorrect, to refer globalization as a unitary process, it
should be rather examined with a plural approach that enable us to perceive globalization as a
phenomenon that comprehends many domains which simultaneously evolve, therefore as a
process that contains many processes affecting different spheres and contribute to the evolution
and to the transformation of globalisation. As a consequence, the term globalisation could be
seen as a collective one, partly resolving the attempts to label it as a unique giant process so
that adopting a pluralistic approach seems to have sense in order to deep comprehend
globalisation in whole, analysing then past and current processes taking place in different

domains. A timeline of globalisation may help to immediately understand the range of this
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phenomenon and prevents to fail in the error to give an oversimplified view at the complexities

involved in the globalisation but to refer to them as flexible processes within globalisation!”.

1.2 Different Phases of Globalization
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FIGURE 1 - GLOBALISATION TIMELINE

Source: Ward RENNEN and Pim MARTENS, “The Globalisation Timeline”, Integrated Assessment, vol. 4, n. 3, International
Centre For Integrative Studies, Maastricht, University of Maastricht, 2013, pp. 137-144.

Globalization as we see today is obviously the result of a process started before in history and
developed along years, changing its characteristics and its goals. As it has been said, the first
attempt of globalization can be traced in the sixteenth century, in the era of big geographical
discoveries and the beginning of European colonialism. After Columbus discovered America

on 12" October 1492, Vasco de Gama sailed after him reaching the Cape of Good Horne in

" Ward RENNEN and Pim MARTENS, “The Globalisation Timeline” , Integrated Assessment, vol. 4, n. 3,

International Centre for Integrative Studies, Maastricht, University of Maastricht, 2013, pp. 137 - 144.
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South Africa and Spanish began their occupation of Latin America. New lands had been
discovered and others will be discovered in the following years, men and goods began to move
around the world and for many scholars, this is the historical starting point of globalisation
process. Before the Fifteenth century, every part of the world was still rather isolated,
communication and transportation were backward and it does not exist an idea of globalization
yet. With the beginning of sixteenth century and with the development of new forms of
technology, European countries such as Portugal, Spain, the Netherlands, Britain and France
were able to expand their boundaries overseas with the opening of new seaways'®. The
inexperienced navigation routes allow them to discover new parts of the world and start the era
of European colonisation, the import or better the plunder of new goods from initial colonies
created the first path of globalization and a primary economic exchange. This starting phase of
globalization can be called “Portuguese model” and it is characterized by military plunder.
The second wave of globalization can be placed during the two Industrial Revolutions that
characterized some European countries, such as Britain, from eighteenth century to the
beginning of twentieth century. After the industrial development, colonisation and expansion,
countries like Britain, France and the United States reached the maximum evolution and in
such a process, the power of capitalism was the main player in this new separated world, setting
forth the capitalistic world system and shaping the global market system. This secondary
globalization path can be called “British model”, its main characteristics is the military
colonisation and it can refer to it also as ‘Globalization 2.0’!°.

What is worth a reflection is the still existent debate over the historical beginning of
globalization, which actually continues to divide the academic world. If it has been pointed out
that many scholars identify in the first geographic discoveries the inception of globalisation,
many others, considering globalisation mostly driven by economic forces, trace in the
emergence of capitalism its beginning and as Michael Hardt and Antonio Negri in their book
Empire, argue that globalisation is founded on capitalism and not on international trading°.

This idea derives from the Marxist concept of capitalism, that is the accumulation of capital

* It is generally admitted that Vasco da Gama for Portugal and Magellano and Culumbus for Spain led the way

to the opening of new maritime routes.

“Keyun ZHANG, Zhibing Cai, “Globalization 4.0, Regional Coordinated Development 4.0, and Industry 4.0:

the background to the ‘One Belt, One Road’ strategy and its intrinsic nature and critical power” , Erina Report,
n. 127, 2015, pp. 37-45.
* Michael HARDT and Antonio Negri, Empire, Cambridge, Harvard University Press, 2000.
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through a production system that adds surplus value to the product?!. Scholars recognized
capitalism as the starting point of globalisation because only this economic system makes the
distinction between productive and non-productive labour. With the term productive labour is
meant the labour that adds a monetary value during the production process and because of this
it is possible to accumulate capital by using productive labour. Moreover, a distinctive
characteristic that makes capitalism different from other economic systems is the investment
of non-productive capital, which previously was normally saved or spent on material goods. If
this perception is taken into account, it is implausible the presence of any globalisation forms
before the rise of capitalism. But, as previously said, many are still inclined to think that the
globalization process should be dated back at two centuries before, when the world has begun
to be explored.

The modern wave of globalization, also called ‘Globalization 3.0°, took shape after the First
and Second World War, the interwar period was characterized by a progressive closure of the
nation states, deep nationalistic movements rose up and people were more and more restricted
in their own national borders. In addition, the economic movements and investments came to
a standstill, strong economic nationalism and barriers on trade prevailed. Due to the destruction
caused by the war, many economies had to be rebuilt and the economic dependency had to be
reduced. For these reasons, many services were nationalised and tariff barriers were raised to
protect the national economy, as a consequence, also financial transactions were restricted.
However, at the end of the Second World War, many governments realized that an international
cooperation was necessary in order to avoid another global conflict, so that a gradual reopening
of the international economy and a recovery of cross-border exchanges was observed and many
international organisations, precisely born with the aim of exclude new potentially dangerous
conflicts and rather maintain the peace, were founded. The previous global economic system
that had been constructed by Britain using military force started appearing weak, a great
number of colonies began to struggle for their own independence and the need for a new global
system was coming to a call. Sharing the same fate, French Empire, as well as the Belgian and
Dutch one saw the end of their political and economic predominance in the territories of their
colonies, which gained more and more political independence from the motherland and began

the process of decolonisation??. The process towards independence rarely was peaceful, rather

# Karl MARX, Capital: A Critical Analysis of Capitalist Production, London, William Glaisher, 1912.

# Definition of decolonisation in Encyclopedia Britannica, https://www.britannica.com/topic/decolonization
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most of the time brought to violent conflicts, as Indochina and Algeria’s examples can
document. The emergence of a variety of new States increased the necessity to the
establishment of a new global order.

Following the United States lead, Western countries did the groundwork for the tertiary
globalization path, built on global economics, trade and financial international organization.
What effectively identified this new modern globalization era was the strengthening of
international institutions. Beyond any doubts, the main driving forces of globalization laid in
the economic field, which primary influenced globalization and then have consequence on all
other sectors. How can be observed in the above description about the globalization process,
the key factor that moved people and goods had been always the economic one. Thus, it is not

a coincidence if the domination form of globalization is actually the capitalistic one?*.

1.3 The Role of the Bretton Woods Institutions

The willing of most power countries’ leadership of break down the barriers and create a global
economic system led to the Bretton Woods agreement whose purpose was to speed up
reconstruction after the Second World War and create a framework for international commerce
and finance. The Bretton Woods system, that emerged from the conference, brought to the
creation of two important institutions: the IMF (International Monetary Fund) and the World
Bank, it also instituted a rate-fixed exchange system, which lasted until 1970s?*. The Bretton
Wood institutions and the GATT?°, whose task was to regulate international trade and
investment, were the key features for the development of economic globalization that turned
from a disorder path into a new systematized and institutionalized one.

The Bretton Woods institutions came to an establishment within an atmosphere of theoretical
consolidation of liberalism. Having as its base the belief in progress and the freedom of human
nature, liberalism helps to accept the idea that cooperation among states can lead to progress,
both international and individual. In a similar assumption has been essential the contribution

of the great minds which had laid the foundation for the development of liberty and progress’

“Maria Eleni VOUTSA, George Borovas, “The role of the Bretton Woods institutions in global economic

governance” , Procedia Economics and Finance, n.19, 2015, pp 37-50.
* What Was Decided at Bretton Woods Summit, The Economist, April 24, 2014.

* GAAT was the predecessor of WTO
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ideas in the previous centuries. John Locke, in particular, believing that human nature is
characterized by reason and tolerance, stated that in a natural state, all people were equal and
independent, and everyone had a natural right to defend his "life, health, liberty, or
possessions".2® After him, John Stuart Mill gave a wide contribution to the social theory and to
the idea of progress, in his essay “On Liberty”, Mill’s argument for freedom of character —
individuality — is expressed as dual, on one hand, he argues that it is best for individuals that
they are given freedom and space to develop their own character. On the other, he argues that
it is best for society, t00.2” Moreover, every individual should be free to develop his own way
of livings, allowing people to be inspired by a wide range of possible forms of life, and it is
exactly a similar variety the key to maintaining social progress®s.

With the human freedom and the satisfaction of individual needs set as the two main priorities
of the State, liberalism proposed that the State should work protecting individual and serving
collective as the interior side of the State, and cooperate in the form of international institutions
as the exterior part of the State. Liberalism promoted the idea that international institutions
could embody roles and assume responsibilities that States were not able to implement. The
main functions of these international organizations were to regulate the harmonious
coexistence of the States in the new world system and guaranteed an effective multilateral
cooperation that was necessary to the peace maintenance and would ensure international
security. The establishment of the UN? at a political level and the establishment of Bretton
Woods Institutions and GATT at an economic level, concretized these principles.

The Bretton Woods system was established in 1944, taking its name from the New Hampshire
town where the agreements were drawn up, it created an international basis for exchanging one
currency for another and it also included the establishment of the International Monetary Fund
(IMF) and the International Bank for Reconstruction and Development, currently known as the
World Bank?°. The IMF was set up to enforce a set of fixed exchange rates that were linked to

the dollar and it short-term helped countries in balance of payment difficulties to avoid

?* John LOCKE, Two Treatise of Government, Cambridge, University Press, 1960.

? John S. MILL, On Liberty, Kitchener, Batoche Books Limited, 2001, p. 260.

28 Ibidem, p. 188.

2United Nations, international organization established after World War II, whose aim is to prevent and ensure
world peace and security.

30 Sabine DAMMASCH, The System of Bretton Woods: A lesson from history, 2007. http://www.ww.uni-
magdeburg.de/fwwdeka/student/arbeiten/006.pdf
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devaluation. The World Bank should provide long-term loans to underdeveloped nation,
including the restoration of economies destroyed or disrupted by war and reconversion of
productive facilities to peacetime needs.

The contribution to the development of global economy Bretton Woods institutions should had
bring seemed indisputable. The project negotiated with the sign of Bretton Woods agreements
by 44 country’s member who joined the discussion aimed to create a regulated and multilateral
system of cooperation in which external institutions controlled financial exchange and
economic relationship that every country had to respect, it would have also established a system
to control and prevent any further crisis or a new global economic recession. The role of the
Bretton Woods institutions was not only economic; it played an important part also in the
global governance field, setting as a compromise between the national and the global factor.
When an intervention or financial assistance would be necessary, it could not impose any
specific policies and measure that would replace or modify internal ones, in their tasks, the
Bretton Woods institutions could not overcome domestic policies of specific country. In this
way, the international economic policy had better to serve and respect the objectives of
domestic policy. The system established by the implementation of Bretton Woods institutions
policy would have created stability and security and would have led to a rise of globalization
and a flourishing economic period.

The concepts at the base of Bretton Woods institutions were among the most noble ones,
considering the global policy inferior to the internal priorities, respecting the differences
between every country and never impose itself as a superior institution. The famous British
economist John Maynard Keanes, who drafted much of the plan, actually suggested a genuinely
independent international monetary system, one that disciplined deficit and surplus nations
alike. However, each institution established by the Bretton Wood system changed its role over
time. In a combination of historical contingencies, in which the post-war reconstruction became
a necessity as well as the effort to free international trade, the member states agreed to fix their
exchanges by binding their currencies to the U.S dollar that in the meantime was linked to gold,
$1 equalled 35 oz. of bullion. Nations also concurred to buy and sell U.S. dollars to keep their
currencies within 1% of the fixed rate*!. Thereby, US currency attained the dominant position

in the world economy, allowing the United States to run a trade deficit without having to

31 Matthew Johnston, “The Bretton Wood System: How it changed the world”, Investopedia, December 22, 2015.

https://www.investopedia.com/articles/forex/122215/bretton-woods-system-how-it-changed-world.asp
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devalue®?. In addition, the US that most committed to IMF and World Bank, also acquired the
most voting rights, giving it a veto on major policy decisions?>.

The globalization era marked by the presence of the Bretton Wood system is often thought as
a time of relative stability and order, but firstly because it took nearly 15 years after the
Conference in 1944 before the system was fully operational, then because it has not been done
enough to maintain stability and order, it actually more accurate to consider this era as a
transitional stage for a new global order. Far from being a period of international cooperation
and global order, the years characterized by the Bretton Woods institutions manifested all the
difficulties of establishing and maintaining an international order and international institutions
that may succeed in economic cooperation while continue to pursue their domestic policy
goals. This era probably signed the transition from a strict international monetary order to a
new one significantly more flexible.

The Vietnam War and the increasing of American public expenditure and debt led to the
collapse of Bretton Woods institutions between 1968 and 1973. On 15" August 1971, the U.S
president Richard Nixon suspended the dollar’s convertibility into gold, proclaiming a new
economic policy era. While the conversion request into gold were growing, the American
reserve were increasingly smaller, then December 1971 signed the end of Bretton Woods
agreement. Besides, an attempt to revive the fixed exchange rate failed so that the American
dollar was devaluated and by March 1973 the major currencies began to float against each
other. 3

Many feared that the collapse of the Bretton Woods system would bring to the end of the period
of development and growth. As a matter of fact, in October 1973, the oil exporting countries
(OAPEC?) instituted an oil embargo on the United States because of the president Nixon

request for the congress to make available a large sum of money as emergency aid to Israel.

32 M. J. STEPHEY, “A Brief History of Bretton Woods System”, The Time, October 21, 2008.
http://content.time.com/time/business/article/0,8599,1852254,00.html

33 Steve SCHIFFERES, “How the Bretton Woods Reshaped the World”, BBC News, November 14, 2008.
http://news.bbe.co.uk/2/hi/business/7725157.stm

34 The end of Bretton Woods system (1972-81), International Monetary Fund,

http://www.imf. org/external/about/histend.htm

35 The Organization of Arab Petroleum Exporting Countries (OAPEC) is a multi-governmental organization
headquartered in Kuwait which coordinates energy policies among oil-producing Arab nations.

http://www.oapecorg.org/Home
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The embargo stopped US oil imports from OAPEC countries and started a series of production
cuts that altered the price of oil worldwide.

A central factor in the rise of oil price was also the devaluation of dollar at the beginning of
1970, because the price of the oil was quoted in dollar terms, the fall of dollar value obviously
decreased the revenues of oil exporting nations. Therefore, these countries restarted to pricing
their oil in term of gold and not in dollar but with the end of Bretton Woods institutions, the
price of gold immoderately rose up.

Even if the Bretton Woods came to an end, its institutions such as the IMF, survived, but they
were called to redefine their priorities as well as their goals. The IMF was initially assigned to
distribute loans tied to compliance with specific conditions and plans of rigorous
macroeconomic stabilization. This was what it did to respond to the challenges created by the
oil price shock of the 1970s; the IMF adapted its lending instruments and helped oil importers
deal with account deficit and inflation, this role lasted until 1971, when the system was
abandoned and flexible exchange rate took its place.

With the introduction of the floating exchange rates, the IMF changed its role of surveillance
and shifted it to internal macroeconomic policies pursued by members and to structural
elements of their markets. The IMF evolved over the years reflecting the demand for its
services and its willingness to provide services, the change in the international environment,
which has followed the collapse of the Bretton Woods system, brought to a new global order
of new mobility of capital and financial deregulation. The IMF responded to these challenges
by expanding its activities. It enlarged the scope of policies considered as part of the
surveillance exercise. Financing from the IMF is “conditional” in the sense that recipient
countries must meet a set of requirements based on the purpose of the loan, known as
conditionality. But the IMF has been often criticized and its role remain controversial due to
the terms of conditionality that are often considered harsh, making impossible for developing
countries to pay back the loan and therefore to lift up their economy and debtor countries
frequently become trapped in a welfare dependency. Examples of these policies are multiples,
there were established new policies aimed to longer time framework for the adjustment process,
most of them were implemented in African Countries in the late 70s but turned to be
unsuccessful and come with many disappointments®¢. One of the most remarkable examples

was Mexico, and in general the crisis that affected the Latin America in the late 90s. In 1995,

36 Michael BORDO, and Harold James, “The International Monetary Fund: Its Present Role in Historical
Perspective”, National Bureau of Economic Research, NBER Working Paper, n. 7724, Cambridge, 2000.
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Mexico GDP decreased of 7% and industrial production decreased of 15%, millions of
companies failed and hundreds of thousand workers lost their job. The IMF took action in the
Mexican crisis lending huge sum of money but imposing strictly cut to social expenditure and
a severe wage reduction crumbled the country below the poverty line. A similar destiny
affected Asian Countries during the 1997’s crisis, which came as a combination of interaction
among shortcomings in the global system, flawed national financial systems and deficient
corporate and public governance. In this case, criticism to the intervention of IMF and its role
mostly regards the failure to predict the financial crisis in Asia, which proves that the
surveillance methods do not work, and IMF’s programs structured wrong because they include
high interest rates that are inappropriate, rather neglected the private sector debt problems?®”. In
the global financial crisis that began in 2008, the IMF’s role was again instrumental in
restructuring and undertook exceptional measures to effect adjustment but the debate over its
role and the plans adopted was newly questioned.

In the succession of events, the end of the Bretton Woods institutions, signed the beginning of
a new era of global economic organization. The International Monetary Fund and the World
Bank gained increasing action power, changing their previous role and entering in a global
system characterized by liberalization and market deregulation along with expanding economic
interconnection and interdependence, which in many cases as we seen, led to global financial

and economic crisis.

1.4 The New Era of Globalization and its Driving Forces

The free market was the main characteristic of the new economic model proposed after the
crisis and known under the name of ‘Washington Consensus’*®, a set of economic policy
recommendations agreed amid the international Monetary Fund (IMF), the World Bank and
the US Department of the Treasury, for developing and Latin America countries that became
popular during the 1980s. The economic and political ideology supporting these new policies

was the neoliberal one, whose main characteristic was precisely the liberalization of markets

37 Moore, Terbeek and  Thym, International ~ Financial  Crisis, Stanford  University,

https://web.stanford.edu/class/e297c/trade environment/global/hcrisis.html

38 Definition of Washington Consensus in Encyclopedia Britannica,

https://www.britannica.com/topic/Washington-consensus
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and trade. The ‘Washington Consensus’ assigned a significant and major role to international
institutions such as IMF and World Bank, acting as first players on the managing of debt and
in the development of global policy. The respect for domestic policies and priorities set as a
main goal by the previous Bretton Woods institutions was wiped out by the ‘Washington
Consensus’ agreements which established the unconditioned superiority of trade and markets,
and the international institutions working at its service.

Neo-liberalism can be described as an ideology and an economic politic model that takes its
foundation in the 19™ century classic liberalism, associated with the ideas of economic laissez-
faire and the development of human nature. However, neoliberalism is a modified form of
previous liberalism, it arose as an opposition to the 50s-70s mainstream trend inspired by
Keynes economic idea of capitalism in which there was a deep integration between economy
and state’’.

Exactly at the opposite side laid the neo-liberalism doctrine, the centre of this school of thought
was the University of Chicago and its major ideologist was the German economist Friederich
von Hayek. He promoted an ideal world exclusively regulated by economic laws and without
any state interference. Although most European and American countries in 50s-70s saw a great
economic and social development due to an important presence of the state in the economic
decisions, the neo-liberalism ideology knew a rapid growth, indeed, thanks to a particular
charismatic scholar, Milton Friedman. He was strongly decided to shake up the economic
theory grounds proposing an ideology built around a purpose and a means but with a unique
precondition.

The premise was the “vision” of an ideal world in which demand, inflation and unemployment
worked in the same way as natural forces. The market, seen as an auto regulated ecosystem,
would have created the precise number of products at the accurate cost, realized by workers
which collected wages perfectly sufficient to buy those goods: a perfect world characterized
by full employment, creativity and perfect growth*®. This kind of “vision” makes economic
doctrine act more as an ideology than a scientific model with some historical evidence;

Friedman and his followers intended to promote the scientific accuracy of their postulate

* John Maynard Keynes’ s economic idea of capitalism, exposed in its book “General theory of employment,

interest and money” (1936), advocated a remedy for economic recession based on a government-sponsored
policy of full employment.
““ Milton FRIEDMAN, Capitalism and Freedom, University of Chicago Press, 1962.
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whereby if people act in accordance with their egoistic interests then they will create maximum
benefits for everybody. When the market presents problems, inflation increases or growth
decreases, it just means the market is not free enough.

The economist Milton Friedman collected his theories in his book “Capitalism and Freedom”,
in which he presented the key points to achieve a neoliberalist economy and society. First,
recalling Ricardo's theory on the abolition of customs duties and more generally of protectionist
taxes, it is hoped that all those rules and regulations that limit the accumulation of profit would
be cancelled. Subsequently, the neo-liberalism theory cornerstone, privatization. Starting from
the dogma that private efficiency is greater than the public one, neoliberalism hoped that the
public services would be replaced with private and privatized services. Friedman proposed the
privatization of Health, Postal Service, Education, Pension System and National Parks. At last,
social expenditure reduction. In order to clean up economy polluted from state activity, it is
necessary to drastically reduce social spending. Cut funds for the pension system, health care,
unemployment, etc. Friedman insisted on reducing taxes; they must be low and with fixed
income tax-independent. (This measure would later serve as a troika horse to gain political
consensus even in the social strata heavily damaged by this measure).

The implementation of this new form of liberalism in the late 70s has constituted also the base
for the development of a new globalization era that can be called ‘hyper-globalization’. The
key feature of this new globalization path is interconnectivity, meaning that it is not relevant
where individuals and communities are located or their geographical distance, events, decisions
and activities in a region of the planet are acquiring increasingly importance and have
worldwide consequence. This is a dramatic change compared with the previous stages of
globalization, which leads then to time compression and space contraction. The territorial or
national boundaries no longer constitute ‘natural’ limits of economic choices and political
decisions, activities are not organized now on the basis of borders but they are deterritorialized.
With the hyper-globalization era, the world is moving from the phase of interdependence
among nation-state to one that is acquiring features of common area. The autonomy of the
unitary state is now subsidiary to international institutions and to the market laws, states does
not operate as a closed system and its policies are no longer exclusively national.

The new global economic model advocated that markets should be set free from political
interventions and when the international institutions like IMF and World Bank adopted these
principles, it started the imposition of measures and conditions that completely sent away the
socio-political development approach adopted by the Bretton Woods institutions. Economist

and financiers considered the state as a barrier to the economic development and reputed the
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free market as the solution. The globalization of markets, capital and products became a goal
itself at disadvantage of domestic policies that were relegated.

If most economists and financiers considered neo-liberalism an ideal economic model and a
harmless way of growth, soon it revealed a disastrous and uneven pattern. As should have been
clear, the complete liberalization of global trade did not benefit everyone involved. With the
exception of indubitable developed countries that gained evident advantages, many others, in
particular developing world countries, rather experienced severe difficulties and incurred bitter
economic losses.

However, the adoption of this model by a consistent number of developed countries led to an
increasing risk of global crisis. The exposure to global challenges in a period of public
expenditures reduction and state limitation interference result in a contraction of social
protection provisions, an excessive exposure to international risk and the inability to exercise
social policy*!.

After a deep analysis on the birth and development of globalization process, we can conclude
that all the three waves of globalization, which characterized human history from 16" century
until now, they all have in common a strong inequality. This disparity emerges in an unequal
status, unequal development and unequal benefit. Starting from the first path of globalization,
most powerful countries like Spain and Portugal took greater advantage militarizing and
colonizing poorer countries that actually did not benefit at all. Even the later globalization
model leading from United State showed prominent signs of inequality. Although US
abandoned former military approach they had not promoted links among different regions of
the world, rather they relied on economic power and capitalistic market to build their force,
designing basic framework to manage the global market and formulating management rules
beneficial to their own country.

Moreover, because the United States is now a sole superpower in the world, this disparity is
more than ever tangible in the global equilibrium role that this country hold. Ascertained that
the economy is the main driving force of globalization and the financial transactions the means
by which the globalization materialized, US dollar is currently the most powerful currency in
the world, sustaining the United States model and bringing to it the capability of powerful
control, besides giving it an advantaged position in the world trade. Still further, the US used

the economic hegemony to achieve their idea of globalized world but they actually employed

“ Ulrich BECK, Risk Society: Toward a New Modernity, London, SAGE Publications Ltd, 1992.
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the idea of democracy along with the recognition of civil rights and freedom as a justification
to their dominion. As a matter of fact, in the globalization 3.0, the concept of democracy
combined with the neo-liberal one in the economic sphere have been the foundation on which
the United States had built their empire. The military path typical of the previous globalization
models was actually left in name only, the US as a developed and liberal country started to
exploited democracy concepts in order to “civilize” those countries where liberal ideas were
oppressed, appointed their selves as promoter of human rights and democracy. This idea of
“spreading democracy” is actually dangerous. The rhetoric implies that democracy is
applicable in a standardised (western) form, that it can succeed everywhere, that it can remedy
today's transnational dilemmas, and that it can bring peace, rather than sow disorder. Such
rhetoric is the result of the combination of US megalomania and messianism derived from its
revolutionary origins, its techno-military supremacy and the superiority of its social system’s
belief*?. The US foreign policy actually revealed its economic and political interests which
often led to a military occupation and an economic subjugation of developing countries upon
the US. The US campaign showed its difficulty and often failed in exporting democracy mostly
because of the impossibility to simply establish democracy ideas or institutions in countries
neither socially nor economically ready to receive them. It could not simply remake the world
or abbreviate historical transformation, nor can they easily effect social change by transferring
institutions across borders. Thus, a large number of developing countries became economically
dependent on the US and more in general on the developed countries. This not only increased
the US hegemony but also raised the economic interconnection due to the liberalization and
deregulation of markets and trade, expanding the impact of changes and especially of crisis
affected the US economy all over the world.

Such a global economic model in which there is only a benefactor and all the power is focused
on few and privileged nations is obviously not able to satisfy the benefit and demands of all
the participants at the same time. In addition, because usually leading actors lack on
supervisions and controls, the path of globalization will never be stable and a crisis of the
dominant actors will surely end up with the crisis of all other countries and the world. An
appropriate example in this sense is the 2008 financial crisis, whose started point were the
United States but then spread out also in Europe and Asia, having disastrous consequences on

global economy and geopolitical equilibrium. The crisis that blew up in the US, in the core of

“ Eric HOBSBAWM, The dangers of exporting democracy, The Guardian, January 22, 2005.
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capitalist system, resulted in the debating of hyper globalization principles as markets were
subjects to the impact of weak global economic governance and the absence of regulations.
Under such circumstances, therefore, it is a necessity for a majority of nations to design a new
management system for globalization whose characteristics are equality, innovation and
benefit for everyone.

A compromise between national governments and markets is also required, in order to maintain
the global economic system operative. States must have their own national policies and take
decision that will collide with the operation of markets. If nations are given large autonomy,
the risk is that they may implement strong protectionist policies. On the other side, if there is a
full deregulation of markets and an absence of governments in the economys, it could result in
instability and vulnerability that may cause crisis.

The harmony between states and markets should be repaired, the Bretton Woods institutions
model has been a good example, and since the history has shown, markets work best in
countries with strong institutional structure. For this reason, markets need the nation guidance
to operate correctly and as long as there is no global government, each nation should arrive
individually to this agreement and develop differentiated options for varieties of capitalism.
The demand for a more justice and egalitarian global model include changes in the theoretical
background and the fundamental objectives of the institutions at global level by replacing the
exclusively economic goals with other political, social and environmental ones.

The question raised is whether actually exist a sustainable model of economic governance
when system remains democratic and it exercised by nations. As Dani Rodrik*® affirms,
professor of international political economy at Harvard University, this is the fundamental
political trilemma of the world economy: democracy, national sovereignty and economic
hyper-globalization cannot be encouraged at the same time. His idea come from the

9944

“international economic concept of impossible trinity”**, which states that it is impossible to

“ Dani RODRIK, The Globalization Paradox: Democracy and the Future of the World Economy, New York, W.
W. Norton & Company, 2011, pp. 200-201.

“ The idea of the impossible trinity became the foundation of macroeconomics in the 1980s, in that time capital
controls were lacking in many countries, and conflicts were visible between pegged exchange rates and monetary
policy autonomy. In 1997, Maurice Obstfeld and Alan M. Taylor brought the term "trilemma" into widespread
use within economics. With the collaboration of Jay Shambaugh, they developed the first method to empirical

demonstrate this hypothesis in international economics.
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have a fixed foreign exchange rate, free capital movement (absence of capital controls) and an
independent monetary policy together.

In a condensed way, when democracy and national authority are put as aim, hyper-
globalization cannot exist due to the lack of a legitimate and organizational body, which
prevent its development. The absence of such body is not just technical, but it come from a
deeper consideration. In order to create a global and effective guidance this should be based on
common grounds, beliefs and identity, it should share a common history and lie on similar
social and political foundation. Actually, the world we live is composed of too many different
kind of persons, which have disparate histories and do not share even the same languages, so
that the perspective of a similar creation is too far away in time. The realization of such depicted
world could be ideal but certainly extremely difficult to obtain, if not utopian.

Relying on the political trilemma of world economy theory, some considerations can be drawn
as Rodrik propose. One possible option is to go for global federalism where the goal of
democratic politics aligns with the goal of global market. However, how cited before on the
discussion, a world with this feature is thoroughly improbable, because of the complexity to
achieve a global scale governance. The experience of European Union can easily exemplify
the difficulty encountered to reach a similar economic and politic homogeneity even among
countries close and relatively like-minded.

A second possibility is to maintain the nation-state but to make it highly responsive to the needs
of international economy. It would become a state that would pursue the international economic
integration damaging the realization of other domestic objectives. The combination of nation-
state with hyper-globalization would consider the acceptance of the ‘golden straitjacket’. That
is, a nation-state in which the domestic policies are completely aligned with the international
standards that mostly depend on market forces. The global set established in the nineteenth
century with the golden standard provide an example of this kind of state. The collapse of the
Argentine convertibility experiment of the 1990s provides a contemporary illustration of its

inherent incompatibility with democracy.*¢

“ The ‘golden straitjacket’ is a term by Thomas Friedman with which he refers to the ‘Washington Consensus’, it

is the typical element of deep globalization and consist of free market, free trade and limited state intervention.

“ The convertibility plan (Lay de Convertibilidad) pegged the Argentinian peso to the US dollar in an attempt to

eliminate hyperinflation and stimulate economic growth. The convertibility law reduced inflation and preserved

the value of the currency, the quality of life raised for many people and the fixed exchange rate reduced the cost
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Finally, the last option and maybe the most accredited is to downgrade the ambitions about
globalization and aspire for a limited version one. This is what the post-war Bretton Woods
agreements were about, a regime that despite its own decline, represented a valid compromise
in the proposal of a global economic model. Rodrik remembers again that any reform in the
international system should take into consideration the politic trilemma of world economy.
Starting from the awareness that not all three factors can coexist, if it aims to more
globalization, it must give up on some democracy or national sovereignty.

The failure of neo-liberalist theories and the large financial crisis spread up in 2008, put the
United States in a declining position and opened the door for the entrance on set of other
countries, especially, China. The contribution to the world economy by the Asian giant is
increasing unremittingly and is shaping a new global equilibrium. Looking at the unsuccessful
globalization models of the past, many nations, including China have begun to demand for an
innovative global management system.

China is today the second largest economy in the world, its foreign currency reserves reached
approximately one third of the world’s foreign currency reserves. Such results derived from
the third path of globalization in which developed countries were the major actors and many
other nations suffered from profound inequality. The most capable developing countries, like
BRICS*, took a defensive position against this kind of model that it was not able to guarantee
equality in terms of status, development and benefit to the majority of nations, they demanded
for a more stable and inclusive global system in which mutual benefit and mutual collaboration
was possible.

China under these basic principles proposed the idea for the quartary path of globalization, in
which the “Belt and Road Initiative” is the main ingredient. Its core purpose is to promote an
equal development among nations and an economic growth whose everyone can benefit, with

the respect of their own policies besides. The Belt and Road Initiative (BRI) aims at the

of imports. However, government expenditures remained too high and corruption unrestrained, so that Argentina’s
debt grew enormously during 1990s.

“"BRICS is the acronym for an association of five major developing national economies: Brazil, Russia, India,

China and South Africa. The BRICS members are all leading developing or newly industrialized countries.
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promotion of an authentic paradigm on the path of a new globalization era, the globalization
4.0, in which China will not only play a major part but also it will enact the rules*.

The establishment of a new globalization system implies the creation of original international
relations centered on gaining benefit along with mutual cooperation, unbiased economic
position and reciprocal collaboration, in order to realize a brand-new style global organization
which will be fair, free and balanced.

The “Belt and Road Initiative” is the departure point for the creation of new international
relations based on cooperation, equality and collaboration. It does not pursue to reach for China
a hegemonic position as the Marshall Plan intended to do with the United States. Obviously,
the Chinese strategy is also aimed to speed up the development of Chinese economy and to
strengthen the presence of China in the global economic system. But antithetically to the
America’s Marshall Plan*, the “Belt and Road” strategy proceeds on the construction of a new
international relations system which is inspired on a win-win cooperation, in turn centered on
inclusive, open and mutual relief. These kinds of relations may ensure that the “Belt and Road”
strategy will not lose its nature and it will persist on the making of globalization model 4.0°°.
As a matter of fact, official rhetoric surrounding BRI, continuously emphasizes its

29 ¢¢

characteristic trends towards a “multipolar,” “globalized” and “culturally diversified” world
that is headed for an allegedly more equitable future. These terms are often used to articulate
essential principles of Chinese foreign policy more in general, but they constitute implicit
critiques of what is perceived to be a hegemonic or unipolar American-led order in which
diversity (of regime-types at least) is not respected, and in which mutual benefit, win-win
cooperation and other principles of sovereign equality are not genuinely embraced. Given that,
BRI’s inner-facing reality is that it is a comprehensive plan for advancing China’s economy to

the next stage of development and its outward-facing reality is that it is a comprehensive anew

global path that has China as the focal point of the next stage of globalization. This pluralistic,

“ Keyun ZHANG, and Zhibing Cai, “Globalization 4.0, Regional Coordinated Development 4.0, and Industry

4.0: the background to the ‘One Belt, One Road’ strategy and its intrinsic nature and critical power” , Erina
Report, n. 127, 2015, pp. 37-45.

“ The Marshall Plan was one of the economic-politic plans promoted by United States for the reconstruction of
Europe after the Second World War.

* Caihua ZHU, The Belt and Road Initiative Leads the Re-Balancing Process of Globalization, in “China

Association for international friendly contact” , 2017, http://www.caifc.org.cn/en/content.aspx?id=4476# ,

November 27, 2017.
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open and multicultural order maybe will not have a “leader” like the current globalization stage,
but it will certainty have a center of gravity>'.

In the second place, the international organizations will hold an important task to the
completion of a new world-level economic system and free trade, they will guarantee the
respect of shared regulations and in particular, they will certify the consolidation of
fundamental operating rules for the dawning of globalization 4.0. Since the management model
of the currently international organizations is not in accordance with the benefit of majority of
nations pursued by the “Belt and Road” strategy, the new organizations promoted by new
developing countries should actively participate in the financial aspect and in promoting
activities, in order to fortify the operating rules needed in the new globalization path.

After this brief excursus on the history and development of globalization, what intensively arise
are the enormous changes that occurred during a history not particularly long. Furthermore,
how these changes had prominently influenced the world we know today. We now are in a
transition era, the United States world’s hegemonic position is currently declining and new
forces are coming up in the international scene, China is covering an always larger role in this
new scheme and it is already revealed itself as the new main character, who assumed the task

of establish a new global economic system and promote a new globalization path.

* Alek CHANCE, Checking in on the Belt and Road Initiative, “Occasional Paper” , n.10, Makati City,

Stratbase Adr Institute, 2017.
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2  GLOBALIZATION IN CHINA

2.1 From the Construction of Chinese Socialism to the Opening

Economic Reform

In 1949, the Chinese Revolution led the Chinese communist party to the guidance of the
country and it designed the transformation of Chinese political system. The revolutionary
process, started in the early 20s of twentieth century, ended about thirty years later with the
nationalist defeat and the victory of communists. Leading by the leader Mao Zedong, the
Chinese Revolution succeeded in the reconstruction of Chinese continental unity. But, it
created a new authoritarian power in which the masses, mostly made of peasant, constituted
the fundamental force to the economic development and to the modernization of China.

Before proceeding it is therefore interesting to briefly reflect on the concept of modernization.
Modernization, as described by Walt Whitman Rostow, an American economist and
government official and one of the key thinkers in twentieth century Development Studies, is
explained as a five steps process, drawn in his “Stages of Economic Growth>*”. Rostow pointed
out that every country must pass through these five steps to become developed, which are
traditional society, characterized by a subsistent, agricultural based economy, a static or rigid
society and a limited technology; preconditions to “take off”, society begins to develop
manufacturing, technology increases and national identity starts to develop; take off, short
period of intensive growth, urbanization increases and workers and institutions become
concentrated around a new industry; drive to maturity, characterized by an increase of living
standards and diversification of economy as well as a rapid development of transportation
infrastructure; the last stage is the age of mass consumption, a country characterized by mass
production and consumerism>3. The Rostow’s five stages of development is one of the most
influential development theories of twentieth century, however, it has to be contextualized with
the period in which he wrote it, that was the Cold War period. He actually modeled his theory

after western capitalistic countries, already industrialized and modernized and with a strong

52 Walt Whitman ROSTOW, The Stages of Economic Growth: A Non-Communist Manifesto, Cambridge
University Press, 3" edition, 2008.
53 Discussion about  Rostow’s 5  stages of growth, in  “ReasearchGate”, 2015,

https://www.researchgate.net/post/Are Rostows 5 Stages of growth still ideal for todays economies Must

an _economy follow these 5 stages to achieve sustainable economic growth
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anticommunist accent. There are therefore many critics to Rostow’s development model, his
faith in capitalistic model as the only path to development has been largely criticized by the
scholars mostly because it cannot be adopted to all countries>*. As a matter of fact, the
modernization occurred in China had its own characteristics and deviated from Rostow’s
development model.

After the foundation of the People’s Republic of China, in 1949, the situation of Chinese
population was in a dreadful state, the extreme poverty of millions of people was at the limit
of dead for starvation. This was the result of the century of humiliation suffered by Chinese
between 1848 and 1949. In this timeframe, many events occurred, from the Opium War to the
subdivision of China among imperialist powers, from the Boxer Rebellion to the Movement of
4" May 19193 and the Civil War between the nationalistic Kuomintang (KMT), led
government of the Republic of China, and the Communist Party of China (CCP)*¢. Feudalistic
system which had characterized China from the very past was swept away by peasant

revolution headed by Mao’s Communist Party.

5% Juliet JACOBS, Rostow’s Stages of Growth Development Model, in “ThoughtCo”, 2017.

https://www.thoughtco.com/rostows-stages-of-growth-development-model-1434564

55 On May 4, 1919, patriotic students in Beijing protested the decision at the Paris Peace Conference that Japan
should retain defeated Germany’s rights and possessions in Shandong. Many students were arrested in the rioting
that followed. Waves of protest spread throughout the major cities of China. Merchants closed their shops, banks
suspended business, and workers went on strike to pressure the government. Finally, the government was forced
to release the arrested students, to dismiss some officials charged with being tools of Japan, and to refuse to sign
the Treaty of Versailles. This outburst helped spread the iconoclastic and reformist ideas of the intellectual

movement, which became known as the May Fourth Movement. By the early 1920s, China was launched on a

new revolutionary path. https://www.britannica.com/place/China/Riots-and-protests

56 Chinese Civil war (1945-49), in a little more than four years after Japan’s surrender, the CCP and the People’s
Liberation Army (PLA; the name by which communist forces were now known) conquered mainland China, and,
on Oct. 1, 1949, the People’s Republic of China was established, with its capital at Beijing (the city’s former name
restored). The factors that brought this about were many and complex, subject to widely varying interpretation,
but the basic fact was a communist military triumph growing out of a profound and popularly based revolution.
The process may be perceived in three phases: (1) from August 1945 to the end of 1946, the Nationalists and
communists raced to take over Japanese-held territories, built up their forces, and fought many limited
engagements while still conducting negotiations for a peaceful settlement; (2) during 1947 and the first half of
1948, after initial Nationalist success, the strategic balance turned in favour of the communists; and (3) the
communists won a series of smashing victories beginning in the latter part of 1948 that led to the establishment
of the People’s Republic.

https://www.britannica.com/place/China/War-between-Nationalists-and-communists#ref590723
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After the CCP proclaimed the People’s Republic of China, the new leadership promoted China
industrialization as the main objective, as a matter of fact, a priority goal of the communist
political system was to raise China to the status of a great power. While achieving this goal,
the attention of communist policy moved from the countryside to the city, but Mao Zedong
maintained that the revolutionary idea, distinctive of rural struggle, would continue to guide
the party. In a series of speeches in 1949, Chairman Mao stated he wanted to create a socialist
society and, eventually, world communism.

With the first five-year plan (1953-1957), Mao began the conversion of Chinese society into
socialist society. The country, until then mainly agrarian, was reshaped by a manifold
intervention plan on multiple fronts: the agrarian reform led to redistribution of lands from big
landowners to small peasants. But, the expropriation land did not happen in a painless way, it
is actually estimated that 30 to 40 million people died due to the reconfiguration on land
management. As a consequence, the agricultural production went down, bringing about a
collapse in the foodstuffs production. Nevertheless, the plan was carried through and Chinese
land was controlled by community managed farms. The redefinition process of agrarian
productive system was particularly carried out in 1955-1957 two-year period.

Other than agrarian reform, similar to the one made in URSS by Stalin, it was made a massive
economic and technological investment in industry, especially the heavy one. Simultaneously,
it was launched a state apparatus, which despite the efforts to granted equal rights for all
citizens, actually remained high-ended and strongly repressive against everyone seemed not in
line with the power.

Marx elaborated his theories applying them to already industrialized state, following the
English model but communism actually spread out in the two countries mainly characterized
by an agricultural production: czarist Russia and post-imperialist China. For this reason, in
Russia as well as in China, after the land expropriation and redistribution and then the
management conversion of land from a private level to a community one, since heavy industry
was considered the driving force of any other industrial power, it was started a large
development intervention in this sector. In addition, Chairman Mao conducted also an
education reform.

After the first five-year plan, partially successfully ended by CCP, Mao started the second five-

year plan, which should had brought to a further increase in the agricultural and industrial
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production. The program, also known as “Great Leap Forward”>’, led to a disaster in the
production: in 1959 China was struck down by a serious famine, gone down to history as ‘the
Great Chinese Famine’*® which brought hunger, malnutrition and disease to all population.

A disaster of such magnitude had not pass without consequence: the party apparatus (in which
Deng Xiaoping character showed up) practically let Mao off being party’s chief. Liu Shaoqi®
took the new party guide instead of Mao, he was just a simple official who tried to restart
Chinese economy, but never turning back on him.

The second five-year plan disaster provoked discontent on Mao’s role also within CCP itself,
he was turned out as incapable to restart the country, on the contrary, he succeeded to impose
the first five-year plan only with serious tough methods, armed repression and provoking the
agriculture production collapse. The 1959’s famine did not allow further interpretations on
previous political decisions of regime. The widespread state of uneasiness also implicated the

explosion of popular riots. Mao, who de facto never had abandoned the political set, realized

57 Great Leap Forward (Chinese: X #X), the campaign undertaken by the Chinese communists between 1958 and
early 1960 to organize its vast population, especially in large-scale rural communes, to meet China’s industrial
and agricultural problems. The Chinese hoped to develop labour-intensive methods of industrialization, which
would emphasize manpower rather than machines and capital expenditure. Thereby, it was hoped, the country
could bypass the slow, more typical process of industrialization through gradual accumulation of capital and
purchase of heavy machinery. Chief changes in the lives of rural Chinese included the incremental introduction
of mandatory agricultural collectivization. Private farming was prohibited, and those engaged in it were
persecuted and labelled counter-revolutionaries. However, it is widely considered to have caused the Great

Chinese Famine. https://www.britannica.com/event/Great-Leap-Forward

58 The Three Years of Great Chinese Famine, referred to by the Communist Party of China as the Three Years of
Natural Disasters, was a period in the People's Republic of China between the years 1959 and 1961 characterized
by widespread famine. Drought, poor weather, and the policies of ruler Mao Zedong contributed to the famine,
although the relative weights of the contributions are disputed. According to government statistics, there were 15
million excess deaths in this period. Unofficial estimates vary, but scholars have estimated the number of famine

victims to be between 20 and 43 million. https://en.wikipedia.org/wiki/Great Chinese Famine

%9 Liu Shaoqi, chairman of the People’s Republic of China (1959-68) and chief theoretician for the Chinese
Communist Party (CCP), who was considered the heir apparent to Mao Zedong until he was purged in the late
1960s. Liu was active in the Chinese labour movement from its inception, and he was influential in formulating
party and, later, governmental strategy. He played an important role in Chinese foreign affairs after the

communists had gained control of the country. https://www.britannica.com/biography/Liu-Shaoqi
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that opposition to his own actions was pressing, to limit the effects, impose socialist orthodoxy
and rid China of "old elements" he launched a new reform: The Cultural Revolution®.

The Cultural Revolution (1966) started as justification of people’s revolutionary spirit, which
got weaken and had to be restored its strength, but actually it was just the excuse to stronger
impose communist doctrine and it served clear political goals. The Cultural Revolution was far
reaching into every aspect of Chinese life, with Red Guards terrorizing the streets and simple
citizens accused to be counter-revolutionaries. Under the revivalist spirit of Cultural
Revolution undertook a ruthless repression of party’s cadres and population who had ideas not
aligned to the party’s ones. The purge against internal and external political dissidents was
conducted with savage methods. Intellectual figures and universities in particular was attacked.
The economic and social results were devastating: China almost totally erased most thinking
heads in one fell swoop and it had to wait an entire generation before to restart a highly
qualified research activity. Besides, in the aftermath of repression, destruction and popular
dissatisfaction, the agricultural and industrial production experienced an additional slowing
down. To guide the operation, Mao closed the country to any foreign contact. In 1967 a whole
section of CCP had been cut out. The tragedy of Cultural Revolution plunged the country on
the rim of civil war and economic chaos. A crisis that lasted ten years and actually ended only
with Mao death in September 1976.

After Mao Zedong’s dead, and the defeat of the “Gang of Four”®!, Central Committee of

Chinese Communist Party, although it did not sentence Mao, it started the economy de-

60 The Cultural Revolution, formally the Great Proletarian Cultural Revolution, was a socio-political movement
that took place in China from 1966 until 1976. Set into motion by Mao Zedong, then Chairman of the Communist
Party of China, its stated goal was to preserve 'true' Communist ideology in the country by purging remnants of
capitalist and traditional elements from Chinese society, and to re-impose Maoist thought as the dominant
ideology within the Party. The Revolution marked the return of Mao Zedong to a position of power after the Great
Leap Forward. The movement paralyzed China politically and negatively affected the country's economy and

society to a significant degree. https://en.wikipedia.org/wiki/Cultural Revolution

61 The Gang of Four (Simplified Chinese: Y9 A#F) were the most powerful members of a radical political elite
convicted for implementing the harsh policies directed by Chinese Communist Party (CCP) chairman Mao
Zedong during the Cultural Revolution (1966—76). The group included Mao’s third wife, Jiang Qing, and Wang
Hongwen, Zhang Chungiao, and Yao Wenyuan. Their backgrounds were similar in that prior to 1966 all four
were low- or middle-ranking officials who lacked leverage within the existing power structure.

The group came into prominence in 1965, as the Cultural Revolution intensified, the members of the Gang of
Four advanced to high positions in the government and the CCP. Manipulating the youthful Red Guards, the Gang

of Four controlled four areas: intellectual education, basic theories in social sciences, teacher-student relations
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maoization, opening the process to the economic strategy followed in the previous 20 years. It
condemned the over-investment, the stagnation of living standard, the resources’ reduction
from rural areas, the excessive relevance gave to heavy industries, the irrationality in the
company’s management, the obsession with self-sufficiency which caused significant waste of

resources.

2.2 Chinese Economic Development Over Three Last Decades

From the very beginning Mao aimed to free China from foreign domination and in the
meantime assured to citizens the economy self-sufficiency. Mao’s policy was centered on the
concept of revolution, by which he succeeded in achieving popularity and faith among people.
Mao’s concept of socialist society, alternative to the soviet one, was based on the harmonious
vision of the following factors: economic foundation and infrastructure, productive forces and
production conditions, hence Mao believed social contradictions and class struggle could
represent a problem if not properly managed.

Rather, Deng Xiaoping, the central figure in the process of Chinese modernization, argued that
China lacked means and appropriate structures to realize such grandiose goals, and more
important, he thought Chinese people was not mentally ready to start this change yet. The truth
was that at the eve of Deng Xiaoping’s reforms, the Chinese backdrop was actually
characterized by a high poverty rate, an economy exclusively aimed to national self-
sufficiency, besides without a real growth and development path. The currently situation was
the result of Mao’s communist policy, based on a closed and planned market, entirely managed
by state companies and without a growth opportunity because mainly intended to national

independence. Such a condition led Chinese people to progressively abandon the pursuing of

and school discipline, and party policies regarding intellectuals. After the initial turmoil of the Cultural Revolution
subsided in 1969, the Gang of Four maintained their power through control of the media and propaganda outlets
and by their seeming adherence to Mao’s policies and wishes. With Mao’s death in 1976, however, the Gang of
Four lost their remaining power and were imprisoned and later tried in 1980-81 for their activities during the
Cultural Revolution. Jiang and Zhang both received suspended death sentences (both reduced to life imprisonment
in 1983); Wang was sentenced to life imprisonment, and Yao to a 20-year term.

https://www.britannica.com/topic/Gang-of-Four
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growth also because the only objectives were those to satisfy state requests, conducted in
terrible working conditions.

Deng Xiaoping was far-sighted, he realized how disastrous the Mao initiatives had been and
what they caused to the millions of Chinese, although he was strongly earnest that Maoist
policies should have been revised and corrected, Deng never openly criticized his predecessor.
In the belief that it should have diverted the attention from the class struggle idea and from the
defense of Marxist-Leninist ideology, Deng began to put in practice the economic and political
strategy that he will develop and assert in 1980s.

The sentence "it doesn't matter whether a cat is black or white, so long as it catches mice"®?,
Deng pronounced in 1962 during the ninth CCP general meeting and then passed into the annals
of history as Deng’s core thought, actually highlighted which were his main goals, that is the
economic development and the recovery from food crisis. For this reason, Deng Xiaoping can
represent the essential figure for the turning point realized by China: the transition from a
socialist political orientation, based on planned economy to a pattern closer to capitalistic
model and oriented to free market. The origin point of such transition lies on the reforms Deng
Xiaoping carried out. The purpose of Deng’ reforms was synthetized in the ‘Four
Modernization’ program began in 1978: agriculture, industry, science and technology and
military apparatus. The strategy used to obtain the objective of modern and developed nation
was precisely the market socialist economy.

Deng argued that China was at the early stage of socialism and the Party’s task was to improve

it in order to make it a “Socialism with Chinese characteristics” (¥ B 4f & 4+ & £ X,
zhongguo tese shehui zhuyi ) intended as socialism adjusted to Chinese conditions. This

Chinese interpretation of Marxism reduced the role and the burden that ideology had in the
economic decisions as well as the effectiveness of directive lines that had to be followed. The

theoretical justification used to acquiesce the opening towards capitalistic market was:

“What is socialism and what is Marxism? We were not quite clear about this in the past. Marxism
attaches utmost importance to developing the productive forces. We have said that socialism is the
primary stage of communism and that at the advanced stage the principle of from each according to his

ability and to each according to his needs will be applied. This calls for highly developed productive

*"In quotes - Deng Xiaoping", China Daily, 20 August 2014, Excerpt from a speech at the Communist Youth

League conference on July 7, 1962.
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forces and an overwhelming abundance of material wealth. Therefore, the fundamental task for the
socialist stage is to develop the productive forces. The superiority of the socialist system is
demonstrated, in the final analysis, by faster and greater development of those forces than under the
capitalist system. As they develop, the people's material and cultural life will constantly improve. One
of our shortcomings after the founding of the People's Republic was that we didn't pay enough attention
to developing the productive forces. Socialism means eliminating poverty. Pauperism is not socialism,

still less communism."®

To facilitate the implementation process of the economic development, Deng Xiaoping in 1979

64 introducing the household

decided for the permanent dismantling of “People’s Commune
based-contract system in the production (€. T 2| 7 baogan daohu)®® and promoting the
development of collective and individual property, in order to release new productive energies.
Alongside with all these reforms, Deng Xiaoping supplemented with an opening foreign policy
and moved toward a freer market, focusing the attention on the international relations and the
necessity for China to create a peaceful and stable external environment, putting an end to the
long isolation China experienced over the previous years.

As stated above, Deng Xiaoping main attention was directed to economic development, his

idea was to promote the implementation of countries economically more industrialized

advanced economies and the introduction of little capitalism forms in order to encourage

63 Deng, XIAOPING, "Building a Socialism with a specifically Chinese character”, People's Daily, Central
Committee of the Communist Party of China, June 30, 1984. http://en.people.cn/dengxp/vol3/text/c1220.html
64 Commune, also called people’s commune, (Chinese: A K /A41), type of large rural organization introduced in
China in 1958. Communes began as amalgamations of collective farms; but, in contrast to the collectives, which
had been engaged exclusively in agricultural activities, the communes were to become multipurpose organizations
for the direction of local government and the management of all economic and social activity. Each commune
was organized into progressively larger units: production teams, production brigades, and the commune itself. As
a basic unit of China’s socialist system, the commune reflected the often-abrupt changes in political and economic
policy after 1949. https://www.britannica.com/topic/commune-Chinese-agriculture

65 Responsibility system (also contract responsibility system or household responsibility system) was a practice
in China, first adopted in agriculture in 1979 and later extended to other sectors of the economy, by which local
managers are held responsible for the profits and losses of an enterprise. This system partially supplanted the
egalitarian  distribution = method, = whereby the state assumed all profits and losses.

https://en.wikipedia.org/wiki/Household-responsibility system
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China’s economic progress. His attention was focused on Special Economic Zones®® where
were granted incentives to foreign investments and the company management was actually
capitalistic. Deng Xiaoping fostered the institution of Economic Special Zones placed in
strategic positions, on Taiwan, Macao and Hong Kong borders believing that they could
represent role models for China. It had to concentrate on exports but to do this it had to improve
Chinese products quality in order to make them competitive on foreign market.

All these measures greatly influenced growth: between 1984 and 1985, Gross Domestic
Product (GDP)%” increased of 15,2% and over 11% per year between 1987 and 19898,
However, simultaneously, inflation reached the 18% per year, leading to a drastic price
distortion, besides trafficking, speculation and corruption proliferated. To contrast such a
situation, the State decided to shelve the reforms and to deflate the economy restoring
administrated prices. Although similar actions have first of all technical characteristics, after

the renown popular demonstrations of May 1989, brutally quashed on Tiananmen Square by

% Special economic zones of China, (in chinese, £ % 4%) are any of several localities in which foreign and
domestic trade and investment are conducted without the authorization of the Chinese central government in
Beijing. Special economic zones are intended to function as zones of rapid economic growth by using tax and

business incentives to attract foreign investment and technology. https://www.britannica.com/topic/special-

economic-zone

7 GDP per capita stands for Gross Domestic Product (GDP) per capita (per person). It is derived from a
straightforward division of total GDP, defined as the total market value of all final goods and services produced
within a country in a given period. It includes private and public consumption, private and public investment, and
exports less imports by the population. Per capita GDP is typically expressed in local current currency, local
constant currency or a standard unit of currency in international markets, such as the U.S. dollar (USD).
https://www.focus-economics.com/economic-indicator/gdp

% China GDP per capita growth (annual %), World Bank Data.

% Tiananmen Square incident, also called June Fourth incident or 6/4, series of protests and demonstrations in
China in the spring of 1989 that culminated on the night of June 3—4 with a government crackdown on the
demonstrators in Tiananmen Square in Beijing. Although the demonstrations and their subsequent repression
occurred in cities throughout the country, the events in Beijing, and especially in Tiananmen Square, historically
linked to such other protests as the May Fourth Movement (1919), came to symbolize the entire incident. By the
spring of 1989 there was growing sentiment among university students and others in China for political and
economic reform. The country had experienced a decade of remarkable economic growth and liberalization, and
many Chinese had been exposed to foreign ideas and standards of living. In addition, although the economic
advances in China had brought new prosperity to many citizens, it was accompanied by price inflation and
opportunities for corruption by government officials. In the mid-1980s the central government had encouraged

some people (notably scientists and intellectuals) to assume a more active political role, but student-led
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Chinese army, they acquire a strong political connotation, because they are combined with an
ideologically debate and a strong policy tightening, intended to question the economic
transformations started with ‘de-maoization’ process.

Whilst reform process seemed finish, the undertaken transformation turned out to be
irreversible. Rural areas and local authorities (especially coastal region ones, which gained a
strong economic and financial freedom) put up a great resistance to the attempt to come back
to quo ante status. Furthermore, the fight against inflation slowed down the growth process,
provoking an increasing opposition as social consequences were making clear. At the end of
1990, ‘conservatives’ failed to prevail their line in the Party. The Soviet Union implosion at
the end of 199179 resulted fatal to them because it persuaded the rest of the leadership that the
legitimacy of China’s power was based on economic development and on the improvement of
people’s living standard. At the beginning of 1992, Prime Minister Deng Xiaoping relaunched
the reforms and, in the autumn, during the 14" Congress of CCP, set the aim to build “the free
market socialism™”!. As observed by Weber’?, “it is an ideological hybrid, justified by Beijing
with the consideration that some economic instrument, for a long time labeled as capitalistic,
are actually neutral and they could be used to promote economic growth. Socialism and free
market are not in contrast because market does not inevitably lead to capitalism and even

capitalist economies show economic planning forms”. In essence, the “free-market socialism”

demonstrations calling for more individual rights and freedoms in late 1986 and early 1987 caused hard-liners in
the government and Chinese Communist Party (CCP) to suppress what they termed “bourgeois liberalism.” One
casualty of this tougher stance was Hu Yaobang, who had been the CCP general secretary since 1980 and who
had encouraged democratic reforms; in January 1987 he was forced to resign his post.

https://www.britannica.com/event/Tiananmen-Square-incident

70 The Soviet Union was dissolved on December 26, 1991. It was a result of the declaration number 142-H of the
Soviet of the Republics of the Supreme Soviet of the Soviet Union. The declaration acknowledged the
independence of the former Soviet republics and created the Commonwealth of Independent States (CIS),
although five of the signatories ratified it much later or did not do so at all. On the previous day, Soviet President

Mikhail Gorbachev, the eighth and final leader of the Soviet Union, resigned, declared his office extinct, and

handed over its powers. https://en.wikipedia.org/wiki/Dissolution_of the Soviet Union
"1 Market socialism, also called liberal socialism, is an economic system representing a compromise between

socialist planning and free enterprise, in which enterprises are publicly owned but production and consumption

are guided by market forces rather than by government planning. https://www.britannica.com/topic/market-
socialism

2 Maria WEBER, Welfare, Environment and Changing US-Chinese Relations: 21st Century Challenges in China,
Northampton, Edward Elgar Publishing, 2004, pp 36-37.
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formula, which officially entered in the Constitution in 199373, meant that Communist Party
will continue to exercise control on fundamental economic sectors.

With regards to the opening up towards other countries that ceased thirty years of autarchy,
China inspiring to the Asian Dragons experience (which started the development process
promoting the creation of export capacity on light industries), implemented policies that allow
to take profit from own comparative advantage in labor-intensive sectors, through a selective
policy whether in external trade policy as in foreign direct investment. 7*

The long openness process culminated in 2001, when China joined the World Trade
Organization (WTO)’>. WTO membership opened up China’s market for more international
trade and investment and opens up the world economy for China’s exports.”® China’s entry into
WTO certainly answer to the international recognition necessity perceived by authorities but
in the same time it fulfilled economic policy demands. Commitments made by China also
represent an instrument to overcome internal resistances and to advance reform process, since
it is deemed that competition from imports and foreign investors contributes to speed up
renovation and economic activity rationalize. One of the most important consequences of
China’s accession to WTO was the major openness of Chinese market to foreign products, able
to reduce the serious imbalance in favor of exports’ liberalization.

In a quarter of century, China became one of the country most open to international trade,
between 1978 and 2005, exports rose from $10 billion to $762 billion while imports rose from
$11 billion to $629 billion. The weight of foreign trade in relation to GDP is more than

73

Constitution of The People's Republic of China, http:/www.npc.gov.cn/wxzl/wxzl/2000-

12/05/content 4585.htm
™ Adams et al., 2004.

" The World Trade Organization (WTO) is the only global international organization dealing with the rules of

trade between nations. At its heart are the WTO agreements, negotiated and signed by the bulk of the world” s
trading nations and ratified in their parliaments. The goal is to ensure that trade flows as smoothly, predictably
and freely as possible. The WTO officially commenced on 1 January 1995 under the Marrakesh Agreement,
signed by 123 nations on 15 April 1994, replacing the General Agreement on Tariffs and Trade (GATT), which
commenced in 1948.

® Gregory C. CHOW, “The Impact of Joining WTO on China’s Economic, Legal and Political Institutions”,

Journal of Economic Literature, Princeton, Princeton University, 2001, pp.1-14.
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quadrupled (in 1978, exports were 6,8% while in 2005 occupied 34,3%; in the same period
imports rose from 7.4% to 28.3% of PIL).”’

With WTO membership, China fostered international assembly and subcontracting operations,
by exempting imports intended to be re-exported after undergoing a transformation process
from custom duties. The country became thus a global manufacturing base (‘the factory of the
world’ indeed), a central part of many supply chains able to use manpower at lower costs for
labor-intensive activities. Rather, assembled products exportation constitutes the most dynamic
part of external trade, as a result of the development processes undertaken, China became ‘the
global economy engine’. During three-years period 2001-03, it generated one third of the
global economic growth (the double in relation to the United States) and industrial production
almost increased of 50%; in the following three years, Chinese economy even increased at rates
higher than 110%7%.

As data above showed, it is clear that from the early 1990s, China’s trade and investment
reforms and incentives led to a strong increase in Foreign Direct Investment (FDI)”®, which
have been one of the essential key to the Chinese productivity achievements and its rapid
economic growth.

In China in 2010 were registered 445,244 foreign-invested (FIEs) enterprises that employing
55.2 million workers, occupying 15.9% of the country manpower?°,

China’s global FDI rapidly grew after it began to open up to international trade and liberalize
its market regime at the beginning of 1980 with the economic reforms and especially after
China joined the WTO in 2001. In 2016, China’s FDI inflows were estimated at $134 billion
by the United Nations Conference on Trade and Development (UNCTAD), also China’s FDI
outflows rose rapidly over the past 10 years, according to UNCTAD data®', China’s FDI

77 China Reports from 1980 to 2022, International Monetary Fund,
http://www.imf. org/external/pubs/ft/weo/2017/02/weodata/weorept.aspx?pr.x=51&pr.y=10&sy=1980&ey=2022
&scsm=1&ssd=1&sort=country&ds=.&br=1&c=924&s=NGDP_R%2CNGDP_RPCH%2CNGDPD%2CNGDP
RPC%2CNGDPDPC%2CTM_RPCH%2CTX RPCH%2CLUR%2CLP&grp=0&a=#download

78 Based on statistic from The World Data Bank.

7 Foreign direct investment (FDI) is an investment made by a company or individual in one country in business
interests in another country, in the form of either establishing business operations or acquiring business assets in
the other country, such as ownership or controlling interest in a foreign company.

http://www.investopedia.com/terms/f/fdi.asp

80 China 2012 Statistical Yearbook. http://www.stats.gov.cn/tjsj/ndsj/2012/indexeh.htm
81 UNCTAD, UNCTADstat, available at http://unctadstat.unctad.org/wds/ReportFolders/reportFolders.aspx
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outflows rose from $27 billion to $183 billion in 2016, an increase of 578% (see Figure 2 and
Figure 3). For the first time China’s FDI outflows exceeded inflows in 2016, moreover, as
reported by the UN, in 2016 China was the second largest source of global FDI and third largest
FDI recipient. It is interesting to analyze and compare China’s FDI flows and United States
ones, also because the United States has been both the largest source of FDI stock and
destination for every year since 1980, when data on FDI began to be collected by UNCTAD.
In 2016, United States FDI inflows and outflows were respectively $391billion and $299
billion, still placed first in both categories. While, in accordance with UNCTAD data, from
1990 to 2015, global annual FDI flows grew from $205 billion to $1,746 billion (up 752%) and
the stock of FDI rose from $2,197 billion to $26,729 billion (up 1,116%) (see Figure 4).
Policies about Foreign Direct Investment have evolved and modified along with Chinese
economic development and its reinforcement of institutional capacity, in the process of
liberalization it was taken a gradual and prudent approach. At first, in the years that
development process began and market institution were not fully established, China
experimented with opening up to foreign investment in selected coastal and in special
economic zone focusing on the attraction of export-oriented manufacturing FDI.

When the development process took off, China shifted its primary goal from an emphasis on
GDP to services development. This resulted in a change of FDI to service industries. By 2009,
FDI in services increased 3 times from that in 2000, while manufacturing FDI in China
increased 81%. In the past few years, regional production networks in East Asia also grew
substantially, so that to align with China. The results have been extraordinary, thousands of
multinational corporations have invested in China. The latest UNCTAD report (2012-2014) on
World Investment Perception lists China in first place among the top 15 investment locations®2.
Even if is anything but easy give a comprehensive explanation of China development miracle,
according to economists, the major factors that allowed such a rapid economic growth in China
are mainly two: large-scale investment (financed by large domestic savings and foreign
investment) and rapid productivity growth. These two factors seem to have gone hand in hand,
economic reforms brought to higher efficiency in the economy which lifted up output and

increased resources for additional investment in the economy®?.

82 For more detailed information The World Investment Prospects Survey (2014-2016) is available here:
http://unctad.org/en/PublicationsLibrary/webdiaeia2015d4 en.pdf
8 Wayne M. MORRISON, China’s Economic Rise: History, Trends, Challenges, and Implications for the United

States, Congressional Research Service, 2018.

41



400
2004
0+ . IWEN - I il A ol A
200
Q12005 22008 Q32007 Q42008 Q12010 Q22011 Q3012 Q42013 Q12015 Q22016
QUARTER
MEASURE

Volume growth rate over previous period

Volume growth rate over corresponding period of previous year
Volume Index (2005=100)

Volume Index, seasonally adjusted (2005=100)

FIGURE 2 - CHINA VOLUME GROWTH RATE OF MERCHANDISE EXPORTS AND IMPORTS
20005-2017

EOOD@

Source: Unctad Reports

- /
YAVY

-100,000
1570 1875 1380 1385 1350 1555 2000 2005 2010 2015
YEAR
ECONOMY
O China B China, Taiwan Province of B Mongolia
[0 China, Hong Kong SAR [0 Korea, Dem. People’s Rep. of
B Chinz, Macao SAR [ Korez, Republic of

FIGURE 3 - FOREIGN DIRECT INVESTMENT: INWARD AND OUTWARD FLOWS AND STOCK,
ANNUAL, CHINA, 1970-2016.

Source: Unctad Reports

42



400,000
/
200,000 A / \ -
\
N~ A
o~ N\
D o " . s i
-200,000
o7 875 £ 285 1820 %85 2 2005 2 2015
YEAR
ECONOMY
@ Bermuda B Saint Pierre and Miguelon
O Canada @ United States

@ Greenland

FIGURE 4 - FOREIGN DIRECT INVESTMENT: INWARD AND OUTWARD FLOWS AND STOCK,

ANNUAL, USA, 1970-2016

Source: Unctad Reports

On 18" October 2017 opened the 19" Party Congress of CCP, the current President Xi Jinping,
celebrating the end of his first term in office, heralded the dawn of a “new era” of Chinese
politics and power. He asserted that after and thanks to decades of ‘tireless struggle’ is now
time for China to transform itself into ‘a might force’ that could lead the world on political,
economic, military and environmental issues. Xi continued to state: “The Chinese nation has
stood up, grown rich, and become strong and it now embraces the brilliant prospect of
rejuvenation [...] It will be an era that sees China moving closer to centre stage and making
greater contributions to mankind.®* As it can understand from current Chinese leader, China is
nowadays one the major global power and it continues to take up the way towards a more

global opening and growth, not abandoning the “socialism with Chinese” characteristic as its

* Tom PHILLIPS, “Xi Jinping heralds ‘new era’ of Chinese power at Communist power congress”, The

Guardian, October 18, 2017.
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political foundation. China has been in an ‘hyper-growth’ situation for years, as a matter of
fact, it has never seen in the economy history that such a large country could have a growth of
this dimension (8-9 annual per cent), in a such long period (30 years). According to various
sources, if China maintains sustained growth rates, even lower than the current ones, in the
next 40 years Chinese GDP would surpass the United States GDP.

Taking advantage of the peculiar conditions of its internal market, that is extremely low wages,
vast supply of manpower, environmental and working conditions not in line with international
standards, undervaluation of exchange rates, and opening up to international trade, China
became today the second world’s biggest economy, with $11trillion, representing the 14.8% of
the world economy®?, second only to United States which represent a quarter share of the global
economy (24.3%). However, the US may not dominate for much longer, because China’s
economy grew by 6.7% in 2016, compared with America’s 1.6%, according to the IMF. China
has also overtaken India as the fastest-growing large economy. The IMF’s World Economic
Outlook®® estimated China’s economy grew at 6.7% in 2016, compared with India’s 6.6%.
The way toward growth and development started, as said before, with Deng Xiaoping and
thanks to the reforms he conducted. Deng Xiaoping gradually opened Chinese barriers, in the
meantime continued maintaining a strong presence of the State in the economic and political
decisions. The objective of Deng’s economic policy was the capital accumulation®’, which
according to great classic economic theorists such as Ricardo, Adam Smith and Karl Marx, is

the preliminary basis to achieve economic development. This line, together with the “one-child

* The world’s 10 biggest economies in 2017, World Economic Forum, March 9, 2017.

8 A Survey by the IMF staff usually published twice a year. It presents IMF staff economists' analyses of global
economic developments during the near and medium term. Chapters give an overview as well as more detailed
analysis of the world economy; consider issues affecting industrial countries, developing countries, and economies
in transition to market; and address topics of pressing current interest. Annexes, boxes, charts, and an extensive
statistical appendix augment the text.

87 Capital accumulation (also termed the accumulation of capital) is the dynamic that motivates the pursuit of
profit, involving the investment of money or any financial asset with the goal of increasing the initial monetary
value of said asset as a financial return whether in the form of profit, rent, interest, royalties or capital gains. The
process of capital accumulation forms the basis of capitalism, and is one of the defining characteristics of a
capitalist economic system. In Karl Marx's economic theory, capital accumulation is the operation whereby profits
are reinvested into the economy, increasing the total quantity of  capital.

https://en.wikipedia.org/wiki/Capital accumulation

44



88 institution, which was able to control the limitless and uncontrolled demographic

policy
growth, ensured China being today the country with major economic prospects.

Since the introduction of economic reforms, China’s economy has grown substantially faster
than during the pre-reform period, and, for the most part, has avoided major economic
disruptions®. The reform at once dealt with easier fields and then to more complex ones, it
started from rural areas to arrive to cities, from oriental cost to West, from economic sphere to
political, cultural, social and technological one.

The objectives about economic development that China set, carried out in three major
landmarks: from 1981 to 1990, GDP per capita had to double from 250$ to 5008, solving
people food and clothing problems®; the second stage from 1991 to 2000, GDP per capita
expected to further double reaching 100083, that is a medium living standard. In the third stage
then, GDP per capita had to triple getting an income in the amount of middle-ranking countries
by the middle of 21th century. China fulfilled its first goal three years earlier in 1987 and in
1995 the goal expected as second stage. China then realized third stage’s objective
reformulating it in three phases lasting 50 years until the middle of 21th century. “Eleventh
five-year plan” objectives expected in 2010 was to maintain fast and durable national economy
development doubling the GDP in relation to year’s 2000 one, achieving then a significant
increase in the living standard. Peasant life had to considerably get better and all the rural areas
had to reach an average level of wealth. In the second phase, until 2020, economic and social
objectives are rural areas’ industrialization and urbanization. China will enter in this way in a
reasonable level of welfare. In the last stage, between 2020 and 2050, it set the task to come to

be a modern socialist country with an average development level.

88 At the beginning of the 1980s, the Communist party decided to restrict China’s population growth in order to
stabilise food and water supplies and improve individual prosperity. In September 1980, an open letter to the
country was issued by the Communist party calling for “one child per couple” rules to “keep the population below
1.2 billion at the end of the 20th century”. ‘What is China’s one-child policy?’, The Telegraph, October 15th,
2017. http://www.telegraph.co.uk/news/worldnews/asia/china/1 1197594/What-is-Chinas-one-child-policy.html

8 China’s economic growth slowed significantly followed the aftermath of the Tiananmen massacre that occurred
in June 1989. Several countries, including the United States, imposed trade sanctions against China. In addition,
Chinese economic reforms were essentially put on hold. China’s real GDP growth rate fell from 11.3% in 1988
to 4.1% in 1989 and declined to 3.8% in 1990. In 1991, Chinese economic reforms were resumed, and several
economic sanctions were lifted. As a result, China’s rapid economic growth rates resumed.

%0 GDP in China, Focus Economics, Economic Forecasts from the World's Leading Economists.
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In the early 80s, it gave priority to the development of textile and light industry. The ninth five-
years plan proposed the transformation of economic system and economic growth model. The
tenth five-year plan (2000) proposed the industrialization and urbanization strategy. In 2005,
Chinese GDP was 4.7% of total. From 2002 to 2007, at the eve of USA financial crisis, Chinese
GDP doubled, from around 1000 billions of euro to 2000 billions.”! During this period China
knew the fastest growth since reforms started, with a 10,6% average yearly increase, the
average rate of growth has been 5% bigger than the global one (see Figure 5). The World Bank
estimates that from 1981 to 2010, 679 million people in China were raised out of extreme

poverty®2.
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FIGURE 5 - CHINA GDP GROWTH (ANNUAL%) 1961-2016

Source: The World Bank, World Development Indicators

°!' See chart. China Annual GDP growth from 1961 to 2016.
https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG?end=2016&locations=CN&start=1961&view=ch
art

92 The World Bank, World DataBank, Poverty and Inequality Database. Extreme poverty is defined as those

living on less than $1.25 per day on a purchasing power parity basis.
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2.3 Communist Society and Global Power Capitalist Economy: China

Development Model

Since economy is also a social system, economic system especially in the developing countries
must be viewed in a broader perspective than traditional economics, they should be analysed
within the context of social system of that country, where social system means the set of values,
institutions and attitudes both at social and political level, but they should be viewed within the
global, international context as well. With such a precondition, it is imperative to look at
China’s economic development not just as an economic growth, an achievement of sustained
rates of growth but at the political and social change that brought or contributed or even allowed
the economic development discussed above.

To understand China’s growth is therefore essential to briefly analyse its political-economic
theoretical base, that is “socialism with Chinese characteristics”. The theoretical system of
socialism with Chinese characteristics is a dynamic historic process which matches with the
development and transformation of China, proposing the guide lines to follow and the new
objectives to achieve. It can be stated that the process of socialism with Chinese characteristics
is now entered in the fourth stage with the end of the 19" National Congress of the Communist
Party of China, in which, as already cited, the President Xi Jinping has rolled out the “Thought
on Socialism with Chinese Characteristics for a New Era” and embarked on a journey to build
a “great modern socialist country”, Xi Jinping outlined a two-step approach to build China into
a great modern socialist country after the completion of building a moderately prosperous
society in all respects by 20203,

Mao Zedong formerly theorized that “People’s Republic of China, during the middle-class
democratic revolution will not abolish the private property if it does not have an imperialistic
or feudal feature rather, it will promote its development. We have to protect any national
capitalism provided that it does not sustain imperialists or traitors to their country. In the
democratic revolution stage, the struggle between capital and work will have limits. Labour
law of the People’s Republic of China will protect interests of workers, the People’s Republic

of China will represent the interests of each section of population in its struggle against

® “CPC opens 19th National Congress, declaring 'new era' of China's socialism” , Xinhua, October 18, 2017.
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imperialism and feudalism”.”* He made this speech in 1969, exactly after the Great Leap
Forward and rural Communes failure; in order to continue communist tradition and the dream
of totally autarchy nation in which the state fully represented the interests of each citizens, Mao
made his people paid a tremendous price without obtain the expected results.

It is only after him that actually began the process to build the socialism with Chinese
characteristics, the first stage was Deng Xiaoping Theory stage, from the 12th National
Congress of the CPC to the 15th National Congress of the CPC. Deng Xiaoping said, “go our
own way and build socialism with Chinese characteristics”, and during his period at the guide
of the country he proposed thirteen points as how ought to be constructed the socialism with
Chinese characteristics, so in other words Deng Xiaoping Theory is the theory of building
socialism with Chinese characteristics.

The second phase is represented by Jiang Zemin who developed the “Important Thought of
Three Represents”®, from the 15th National Congress of the CPC to the 16th National
Congress of the CPC, the theory was then included on the original theory of building socialism
with Chinese characteristics. Talking about it, President Jiang Zemin stated, “the essential task
of socialism is to develop the productive forces. During the initial stage is particularly
necessary to give priority to their development. Several contradictions on economy, politics,
culture and social activity exist in China but the main social contradiction is that between
raising material needs and underdeveloped production. The major contradiction will be this
one during the initial phase of construction of the socialism in China”.

The third stage was from the 16" National Congress of the CPC to the 17th National Congress
of the CPC, is the stage of the “Scientific Outlook on Development”, developed by president
Hu Jintao. In this period have been promoted a series of important thoughts such as scientific
outlook on development and building a socialist harmonious society, etc. In the CPC’s Statute
launched in 2007, Hu Jintao described the ‘harmonious socialist society’, “the scientific

development’s vision is a theory that perfectly fit this time and it directly derives from

* Mao ZEDONG, Mao, On Tactics Against Japanese Imperialism, “Selected Works of Mao Tse-tung” , Beijing,

Foreign Language Press, 1967, p. 173.

%5 The meaning of the important thought of Three Represents: Representing the development trend of China's
advanced productive forces; Representing the orientation of China's advanced culture; Representing the
fundamental interests of the overwhelming majority of the Chinese people. People’s Daily, Communist Party of

China, June 23, 2006.
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Marxism-Leninism, from Mao Zedong’s thought, from Deng Xiaoping theory and from Three
Represent thought™®.

The fourth stage, that is currently in place, started from the 18" National Congress of the CPC,
it embodies the thought of the current leader Xi Jinping who predicts that China will see the
socialist modernization basically realized from 2020 to 2035. From 2035 to the mid-21st
century, China aims to develop into a “great modern socialist country that is prosperous, strong,
democratic, culturally advanced, harmonious, and beautiful™’.

After the analysis of the economic and the political circumstances have led China to achieve
the impressive economic growth that signed its recent history, it is clear that it was not just
about an opening reform process at the economic level but Chinese development was affected
by China’s political system in the same measure as the economic one; still further, the way in
which reforms had been implemented and the role State had in this process represent China’s
development hallmark.

When analysing all the stages of socialism with Chinese characteristics, it can observe that it
is not a closed system, as it could think of Mao’s communism, rather it changed as Chinese
conditions changed, and transformed itself as Chinese needs mutate. “It does not rigidly adhere
to rules or frozen in dead theories, and it develop new forms in accordance with the mutant
current conditions, representing not just a thought but a guideline”.”® It is thus a step up from
the past, but it cannot be considered as a radical change since China’s political system remains
authoritarian and Mao’s legacy still present. However, what is obvious is that China surely did
not follow and still seems not willing to follow the five stages of development stated by W.W.
Rostow, still being a one-party nation in which the economy is surely developed and industry
advanced but its social and political system continues to lack the key foundations to be
considered developed as well. China’s development or better its process of modernization has
therefore peculiar characteristics and it does not embody the classical development models

previously theorized.

% Hu JINTAO, 17th National Congress of the CPC, in “China.org.cn”, October 21, 2007. Full text of the
Constitution of Communist Party of China is available: http://www.china.org.cn/english/congress/229722.htm

97 “Xi Jinping delivers report to CPC congress, stressing socialism”, Chinadaily, October 18, 2017.
http://i.chinadaily.com.cn/newsdata/news/201710/18/473605/article.html

* Changsheng RONG, “Analyzing the Theoretical System of Socialism with Chinese Characteristics” , CCSE
Journals Online: Asian Social Science, vol. 5, n. 10, 2009, pp. 134-136.
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Among scholars is a long time that the debate about understanding and labelling the Chinese
development model is underway, most of them argue that we are faced with a development
model without precedent in the history. If it is true that the theoretical system of socialism with
Chinese characteristics is grew during last 30 years always with a strong presence of Marx’s
thought base, is at the same time true that it has been able to lead China being the major global
power that is now, also developing clear capitalistic features and experiencing an increasing
presence on global market and on international political decisions. As Arrighi®® suggests, it is

a mistake to associate China with neo-liberalism as some scholars like David Harvey!® (

neo-
liberalism with Chinese characteristics”) propose. It behoves to refuse the idea that the
development leading by Beijing it may be connected with the adoption of principles typical of
neo-liberalism.

Although China’s development model does not have an agreed and satisfying own definition
yet, it remains the only economic model that had been able to survive the global financial crisis
of 2008, setting itself as a viable alternative to the western capitalistic model of development,
which has not yet completely gone out from global economic crisis but anyway it seems
undergoing a severe structural crisis. Chinese’ transformations have been based on highly
effective agricultural reforms, they were characterized by a relatively egalitarian land
distribution that allowed peasants to not lose the control of their means of productions and
simultaneously be involved in other rural activities. Furthermore, Chinese developments has
not been driven by foreign capital, that is intervened only in a successive phase, but rather by
a concurrence between the expansion of internal market and the productive mobilization of a
qualified labour force. The almost immediate expansion of crisis to the rest of the world finds
explanation in the increasing level of interdependence among financial markets, in the
liberalization and flexibility of financial transactions along with markets automation. This is
the result of the new globalization model, almost entirely based on markets deregulation, which
has led Western Countries to show more vulnerabilities than China to tackle and overcome the
crisis, which actually maintained a banking system control by State and strong monetary policy.
China was also struck by economic and financial crisis but only marginally it suffered from
global crisis’ effects. However, Chinese economic model’ peculiarities have been reflected on

the characteristics of the impact: direct exposition to crisis has been limited and the strongest

* Giovanni ARRIGHI, The Long Twentieth Century, London, Verso, 1994.

' David HARVEY, A Brief History of Neoliberalism. Oxford University Press, New York, 2005, pp. 353-354.
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effect derives from fall in exports and in foreign investments. China can rely on some factors
that put it in an advantage position compared to Western Countries, such as the possibility of
the government to employ powerful policy instruments even though the increasing economic
openness that reforms brought. Aforementioned capacity to intervene is clear in the degree of
control on financial market, in the limitation to foreign investments and in the precautionary
measures used regarding to the complex financial products common in other countries.
Economic crisis has highlighted the distinctive features of Chinese economic model insofar as
some aspects generally criticized have rather revealed strong points in order to protect the
economy of Asian giant. Therefore, Western financial crisis has acted as catalyst to the
emerging role of China on world stage and to the growing leading role played by China. Thanks
to its increasing position in the global economic decisions and in the geo-political equilibrium,
China is emerging as the new and major character on the world stage, it is going to rebuild a
new economic global order no longer centred just on Western countries but more shifted on
Asian ones. However, China’s development model has, as usual, another side of the coin, that
is the possibility for its own political-economic system to become itself an obstacle to future
development. Still further, the cost China paid for its economic development in terms of social
instability, environmental crisis and unbalanced growth is huge. It is maybe true that it is
exactly China’s peculiar and mixed political-economic model to made possible such rapid and
big economic growth, but it is at the same time true that China has now reached a new stage of
its development in which previous growth’ goals could not be acceptable anymore, but a more

sustainable and innovative development is required and this will also affect the political system.

2.4 China’s Development Process and Economic Transition

If it takes into consideration the development in strictly economic terms, this word has
traditionally meant achieving sustained rates of growth of income per capita to enable a nation
to expand its output at a rate faster than the growth rate of its population. Levels and rates of
growth of “real” per capita gross national income (GNI) are then used to measure the overall
economic well-being of a population. From this point of view, development is seen as an
economic phenomenon in which problems of poverty, discrimination and income distribution
are of secondary importance while the emphasis is often on increased output. The recent history

of the 1950s and 1960s, when many developing countries reached their economic growth
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targets but the levels of living of the masses of people remained almost unchanged, contributed
to reevaluate this narrow definition of development. To affirm that a country is developed, it
cannot just consider its economic situation, rather development must be conceived of as a
multidimensional process involving major changes in social structures, popular attitudes and
national institutions, as well as the acceleration of economic growth, the reduction of inequality
and the eradication of poverty. According also with the Nobel laureate in economics Amartya
Sen, “economic growth cannot be sensibly treated as an end in itself, development has to be
more concerned with enhancing the lives we lead and the freedoms we enjoy”!?!. Given that,
development is not just a matter of income rates or economic growth, but a real elevation of an
entire society and social system toward a “better” or “more human” life!%2.

Having made those points, when it is trying to analyze the changes occurred in a given country,
assessing its level of development there is the need to go beyond the simple economics.
Economic systems must be considered within the context of overall social system of a country
as well as within an international global context. Economies themselves are indeed social
system insofar as they are embedded in complex social worlds, and they are shaped by the
social institutions, norms and customs that define a given society which include attitudes
toward life, work and authority; public and private bureaucratic, legal and administrative
structures; the degree of public participation and the flexibility of economic and social classes.
These factors obviously vary from country to country and differ from one culture and social
setting to another. In parallel, at the international level, the organization and rules of global
economy have to be taken into consideration. In a similar perspective, the crucial roles that
values, norms and institutions play in the development and also in the globalization process

can be clearly understood.

2.4.1 China’s Economic and Institutional Transition

In the specific discourse on China, as already seen on previous chapters, economic growth has

been significant as well as the development process, the changes and transformations occurred

101

Amartya SEN, Development as Freedom, New York, Oxford University Press, 1999, p.14.
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have been radical and deep, leading the most populous communist country in the world to be
the world’s largest capitalist economy. Although economic development succeeded in the
alleviation of poverty and contributed to raise the quality of life in general, the changes in
China have been more dramatic than most people realize. The peculiarity of China’s transition
experience lies in the way in which reforms have been implemented. Chinese society did not
witness a radical change; indeed, China lacks a symbolic moment in which the Chinese
government has suddenly broken from the past and embraced western system and values, on
the contrary, reform’s implementation has been gradual as well as the institutional transition.
Exactly because of the progression in the process of development and the state involvement
that the reforms have been successful in China. China’s reform process serves as a perfect
example of the extent to which economic development and transition to a market-free economy
are political process; in the case of China is possible to observe that a strong guidance from the
state has led to a high level of stability in a process that inevitably would lead to social turmoil.
Thus, in referring to what said before, the process of building a new global economic system
in China is not only about capital-markets phenomena, it is also about the ways that economic
system are themselves cultural systems, and assimilated practices and behaviors become
integrated with the norms and rules by which people act over time. As a consequence, changes
in the economic system have repercussion in the Chinese people’s life and have implications
for the stratification order of society exactly because market are social system and the transition
from a command to market economy requires the destruction of existing institutions and the
construction of new ones!®.

China’s development process and economic transition is a single example of a larger
conversation which finds its focal point in the assumption that a well-functioning market
system requires sociocultural preconditions and economic requirements and also precise

market-facilitating legal and economic practices!'®

. Therefore, it is again clear that market
reforms involve much more than merely declaring markets free or privatizing public enterprises,
moreover, it is clear that state and institutions play a major role in the markets reform.

According with Douglass North’s definition, “institutions consist of formal rules, informal

constraints (norms of behavior, conventions, and self-imposed codes of conduct) and the

103 Dough GUTHRIE, China and Globalization: The Social, Economic and Political Transformation of Chinese
Society, Routledge, 3" edition, 2012.

104 Michael P. TODARO and Stephen C. Smith, Economic Development, Eleventh Edition, Pearson Education,
Ltd, 2013, pp. 357-358.
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enforcement characteristics of both. Institutions affect economic performance by determining
(together with the technology employed) transaction and transformation (production) costs.
North distinguishes then institutions from organization stating that if institutions are the rules
of the game, organizations are the players. They are groups of individuals engaged in purposive
activity. The constraints imposed by the institutional framework (together with the other
constraints) define the opportunity set and therefore the kind of organizations that will come
into existence” ', Thus, starting from the assumption that the polity is the primary source of
economic development, acting as the enforcer of the rules of the game, political actors play a
key role and the state operates as a monopolist that enjoy substantial cost advantages in
institutional change!®. On the other side, economic actors are generally constrained by a free-
rider dilemma to assume and establish the rule of the game. It follows that, according with
North, institutional change will come from rulers rather than constituents. Nevertheless, to
understand China’s development miracle and then its institutional transition it is necessary to
shift from this paradigm because the top-down approach cannot explain the endogenous rise of
China’s private enterprise economy, in which lies the core of capitalist economic development.
As a matter of fact, as an authoritarian state, the presence of the government and thus of the
rulers remained even during the transition to a market economy, China kept the central
planning system partially intact for an extended period and reform was instead introduced on
the margin. Moreover, unlike most of the developing countries which privatized or closed
almost all of the state-owned enterprises (SOEs), in China these remained in the government
hand and continued to be favored, instead of private firms that made up the largest and most
dynamic sector. Thus, although the political logic of reform in China was aimed at safeguarding
and promoting the public ownership economy and at deterring the rise of the private enterprise
economy, it was probably the “bottom-up” construction of informal economic institutions to
define China’s economic transition. According to Victor Nee, entrepreneurs have been able to
develop informal economic institutions which allow them to entry the market and compete
despite the absence of formal rules. The endogenous institutional change come from a
combination of factors such as the replacement of state bureaucratic allocation by market
coordination which involves a shift of power directly favoring direct producers and distributors.

In addition, the greater autonomy from the state allows entrepreneurs to construct informal

105" Douglass C. NORTH, Institutional Change: A Framework of Analysis, in “SSRN”,
https://ssrn.com/abstract=6041, November 28, 2017.

106 Victor NEE, Endogenous Institutional Change and Capitalism in China, Cornell University, 2009.
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arrangements. These informal arrangements mostly began in highly populated and more
industrialized region (for example Yangzi delta region), where industrial clusters were able to
constructs autonomous network of suppliers and distributors separating from the state-
controlled industrial and commercial sectors of the transition economy.

Therefore, it has to be observed that the success of China’s developmental state was probably
to recognize the importance of bottom-up economic development. As a matter of fact, despite
the government continued to promote state-owned enterprises, it increasingly agrees to the
existence of these bottom-up entrepreneurial actions through macroeconomic policies and legal
reform to legitimize private enterprises and secure property rights. One key feature of the
reforms therefore was their “dual-track” nature consisting in supporting state-owned firms in
old priority sectors and encouraging the development of private enterprises.

But, there is a detailed that worth to be specified. The state would have not been favorable if
the private enterprise economy was not already self-established and it was not recognized as
the most rapidly growing source of private wealth creation, employment, tax revenue,
technological innovation and sustained economic growth. So that it is not that the state
incentivized the private economy enterprise nor the capitalist-led economic development, but
despite of the state effort to block its development!?”.

Yingyi Qian, professor of the University of California-Berkley and expert on economic
transitions, argues that China’s transitional institutions have served a dual purpose, that is to
improve efficiency while compensating the losers and then preserving legitimacy or at least
trying to reduce public discontent avoiding political repercussion. What is happened in China
probably diverges from what is considered normal best practice in advanced Western countries
but it has been successful. As professor Yingyi Qian explains, China’s success lies in the fact
that it has not established best-practice institutions, but it has focused on getting institutions
right in that specific moment, adapting them to incessant changes, so that it searched for a
feasible path in order to achieve the development goal instead of building straightforward copy

of best-practice institutions!®®

. China did not copy Western countries model but it produced its
own one and this is also the reason why Chinese experience cannot be translated to other

countries.

" Ibidem, pp. 13-16.
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China’s economic development can be certainly considered a miracle as well as China’s
institutions have been able to be resilient and change adapting to changing conditions and
interacting with initial situations. However, there are some limits to China’s success, especially
there are more than a few negative outcomes.

Firstly, even if China’s has been able to escape millions of people from poverty, China still
remains the world’s most populous country and with the transition to a market economy, life
can be even harder for the millions of Chinese remaining in extreme poverty. In most
backwards areas of China, the gap between rich and poor is increasingly and rural peasants
facing the loss of security, rising local taxes, local corruption and minimal improvements in
technology and skills.

In addition, the blind determination towards the economic development and growth, caused in
China an environmental crisis of epic proportion. The majority of Chinese city are severely
polluted so that health problems are increasing, further water resources, soil and air are all
highly polluted. In the years of economic development in which growth objective was the main
goal, state did not pay attention to sustainable development so that now China is facing one of
the greatest environmental crisis in history. Moreover, China could be running into the “middle
income trap”!® due to the lack of innovation capability and the several imbalances that
characterized its economy.

Lastly, during the years of high economic growth led by industry and manufacturing, income
per capita has started to increase and thus the middle class has become much larger. The rising
ranks of the middle class and a general increase of the quality of life, besides with a higher
education level, inevitably arise social risks. As a matter of fact, if the experience of other
countries is any guide, the economic development along with the achievement of wealth
increase the demand for better social governance and greater opportunities for participation in
public policy debate and implementation. China has reached the point in which it cannot
neglect the urgency to implement not only economic reforms but especially social ones in order
to avoid potential backlashes.

In the final analysis then, China is surely the country that has occurred the most rapid transition
in the shortest period of time and it is also the country that has known the fastest economic
growth being one of the world’s biggest and most populous countries. There have been many

changes and they have been drastic. China shifted from being a mainly rural and poor nation

199 For a complete explanation of “middle-income trap” is suggested to read: Breda GRIFFITH, “Middle-income

trap” in Frontiers in Development Policy, The World Bank, Washington DC, 2011, pp. 39-42.
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to being one of the most advanced, technological and capitalist-led country of the world, and
it will probably become the world’s first largest economy by twenty years. Still further, China
shifted from being a communist nation, with a plan and command economy to be a free-market
economy, or as the Chinese rhetoric suggests, a “socialist market economy”. To undertake
such a transition, institutions, rules, values have also changed along with the mind and custom
of Chinese people. Thus, it has not been merely an economic transition, there was not only
economic development but also social, political and cultural one and not always has been
without pain. Chinese people demonstrated high resilience to change and great capacity to
adapt, probably driven by their more ancient value of the achievement of a greater common
good. It thus true that economic development regards first of all the society as the actor of

change and therefore that markets are in themselves social systems.

2.4.2 China’s New Stage of Development

To understand the direction toward which China intends to focus its future development and
consequently to assess the impact it will have in the global governance and in the global order,
it is imperative firstly to pay attention to the existing relations between state and economic
system, in other words between politics and economics and then the potential changes would
occur.

State and market are two major mechanism coordinating human activities, between them exist
then a wide range of organizations that vary in the degree of centralisation or decentralization
decisions, in the information flow management and in the structure of incentives. However, the
transition from a type of organisational path to another does not guarantee following linear and
deterministic rules or trajectories, besides is unable to guarantee the building of innovative
capacities of a social system after the transitions is completed. As many scholars suggested,
nevertheless, the building of above cited capacities is made easier by giving an increasing
importance to concepts of freedom, rule of law and powers separations!!?. Still further, is
interesting and appropriate for China’s current situation what Hayek said about the

interdependence between freedom and democracy arguing that freedom is the human condition

119 Douglass C. NORTH, Structure and Change in Economic History, New York and London, W. W. Norton &
Company, 1981.
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in which coercion is reduced to the minimum society demands, and on the other hand,
democracy is the only pacific way to defend important liberties'!!.

However, China’s transition from a planned economy to a “socialist market economy” seems
suggesting that democracy issue may not be crucial to shift from a stagnant economy (China
in the Mao’s era) into a restarting economy based on the imitation principle, but democracy
issue seems to be of fundamental importance to shift from an economy based of copying
concept to one mainly driven by innovation principle. And, in this case, it is imperative to give
importance no longer to material resources but to intellectual resources and consequently to
recognize that the emergence of new and different knowledges is logically inconsistent with a
planned system in which knowledge is not diversified but monopolized. In sum, the absence
of democracy may not prevent and maybe even promote economic development and growth in
a developing country but when a country reached the technological frontier then democracy
become a necessary condition; it has the capacity to promote information exchange among a
variety of actors enhancing thus the continuous innovative process and the creation of new
ideas.

It is interesting observe that the comparative merits of democratic or autocratic regimes for
development performance, especially economic growth have been much debated. To make an
example, the long-time Singapore prime minister Lee Kuan Yew stated that some dictatorships
are “necessary” phases in the economic development countries, providing the experience of
Singapore or South Korea that prior to their transitions to democracy, appear to have enjoyed
some of the potential benefits of autocracy for development. Amartya Sen instead, totally
disagree with similar statement, arguing that market freedoms and political freedoms are both
valuable development outcomes in their own right and also are complements in encouraging
economic development. Sen also affirms the importance for a constructive role of political and
other human rights in achieving pro-poor development, that is people only become aware of
important information or understand the importance of some fundamental values only in the
process of a public debate. Despite the literature about the relationship between democracy and
economic growth is not fully grounded, as well as the evidences are often inconsistent, there is
a widespread view that democracy is good for broader development objectives, such as equity,

education, health and famine prevention'!2,

11 Friedrich von HAYEK, The Constitution of Liberty, University of Chicago Press, 1960, p.39.
112 Michael P. TODARO, and Stephen C. Smith, Economic Development, Eleventh Edition, Pearson Education,
Ltd, 2013, pp. 364-367.
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The change China should undertake finds a framework in Smith’s concept of society or in
Popper’s concept of “open society”, that is society as a social system in which each individual
takes its own decisions and where different values, opinions and multiples solution to the
resolution of problems are accepted!!'®. Popper’s prospective, in particular, suggests a concept
of change that implies transfer from group’s responsibility, distinctive of closed societies, to
individual responsibility, typical of open societies in which the group affiliation is by choice
and not by birth; and individuals are constantly stimulated to be responsible, collaborative and
open to embrace social-economic innovations through critical discussion. Another aspect to
take into account is that the interests of individuals and organizations within a society are never
fully homogeneous and being able to modify, on a case-by-case basis, individual issues in the
rules system affect positively individuals economic and social interest. But, in order to
virtuously influence people’s interests is necessary to have a plurality of interest groups that
take part to the decisions.

In China, failure to introduce such a requirement starts negatively affecting innovation and
technological development field; to complete China’s transition and continue the growth
process, should be necessary to abandon situations reluctant to change through a reform of
political and economic institutions, oriented to accepting the plurality of choices and answers
to environment ever-changing.

As a matter of fact, China is now arrived at a new stage of its development in which the
opportunities and challenges that it has to face will be unlike those it encountered in the past.
For this reason, the development strategy, built on the economic and political reforms
specifically aimed at increase productivity and national income, which worked so well in the
past, will not work now nor in the future, and it will demand a new development strategy.
China’s challenges are changed so are its capabilities, and this demands a new development
strategy, since there are not strategies last forever, rather, strategies to be successful must be
flexible and able to adapt with changing conditions. China is now approaching the technology
frontier and exhaust the potential for acquiring technology from abroad, if China will unable
to make such adjustment will get stuck into the middle-income trap. China should shift its
development method from importing new technologies to innovating and creating new
technologies. And the role of private sector will be here essential for the success of the

innovation, simply because innovation is not something it can achieve through government
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planning but only with the promotion of human capital. Government though will have to
enhance the quality of human capital providing better social services (education, health care,
social security) as well as increasing employment equal opportunities and labour mobility'!4.
At last, it is clear that new challenges and changing conditions require new strategies in the
development process along with a change of the role of government and its relations with the
economic, social and private sector. China’s major urgencies and themes on which is important
to pay attention are first of all the improvement in the quality of growth without stopping to
increase incomes; in the second place, it is imperative to achieve balanced and sustainable
growth, consistent with market forces; still further, strengthen innovation and creativity
alongside with the promotion of human capital; lastly, enhancing the role of government, rule
of law and high moral standards and social values!!>. This means that, as it has been seen before,
being a developed country do not means being economically developed, or at least not only.
To be a developed and advanced country, economic development must be considered as
essential as human development. As a conceptual basis, three core values should be reached:
sustenance, self-esteem and freedom!!®. And exactly within this conception arises China’s
greatest future challenge, whether or not it will be able to go beyond the simply economic
development and become a complete developed and democratic country and if not what it will

implicate in the global order.

2.5 China’s Current Socio-Political Situation

The current leadership power, in particular the influence hold by Xi Jinping in the decisive

matters, has been concretize at the end of 19" Party’s Congress in which Xi Jinping thought of

socialism with Chinese characteristics ( 3] L %7 iH4X, F B 4F & 422 £ 5L Xi Jinpping xin

shidai zhongguo tese shehui zhuyi ) entered in the statute of the Party. Xi Jinping’s personal

114 The World Bank and the Development Research Center of the State Council, P. R. China, “China 2030:
Building a Modern, Harmonious, and Creative Society”, Washington, DC, World Bank, 2013, pp. 15-25.
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theoretical contribution in the party’s statute while he is still alive is an event that has only one
precedent in the history of China’s communist party, and it is Mao. This clearly do not have
only a political significance but also a symbolic one, that is the greater importance the current
leader is gaining in his hands.

Xi Jinping’s thought about socialism with Chinese characteristics has continuity with Deng
Xiaoping’s theory of “Socialism with Chinese characteristics” that became the ideological base
since the opening up period in the 80s and it legitimated the reforms during more than 30 years.
Xi Jinping’s thought contains also his formulation about the “Chinese dream” and the “Great
rejuvenation of China”, which are according to Chinese leadership, the most appropriate policy
to address China’s current challenges and succeed in the achievement of balanced development
and harmonious society. The Chinese dream is actually standing at the opposite side of the
American one, it opposes to Western values trying to give a relevance to China’s peculiarities,
especially social and cultural ones. Xi Jinping seems aiming to want re-establish China’s
glorious past and the dominant position it held before Western powers took the hegemony. Still
further, the renewed ideology strictness of Xi Jinping is something his predecessors do not
have, Deng Xiaoping put aside ideological concerns mainly focusing on economic
development. Rather, President Xi strongly argues the importance of preserving socialism
authenticity, adhering to socialism values and giving great relevance to the party which has to
control and manage its leadership in every sphere of Chinese life. The new era of “Socialism
with Chinese characteristics” appears aiming to put China at the center of new global order,
recovering its previous dominant position in the international stage, a “rediscovered greatness”,
which contains intrinsic nationalistic elements, and it is in line with Xi’s expressions of
“Chinese dream” and the “Great rejuvenation of China”. Translating such principles to internal
policy, the legitimation to party’s centrality also derives from the increasing role of Xi Jinping
character as “core leader”, alongside with the ideology adherence and the importance given to
symbolic glossary. This is the direction of political discourse Xi Jinping is intending to conduct,
a project that highlights Party’s supremacy, displaying its authority and taking government
institutions powers. Such a direction will probably sign a change in China’s political system
that should be considered an institutional involution too, because it will lead China further

away from the implementation of a rule of law!!’.

"" Alessandra, SPALLETTA, “Perché Xi Jinping non ¢ Mao, ma potrebbe cambiare la Cina piu del Grande
Timoniere”, AgiEstero, October 27, 2017.
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It is ascertained that China has experienced a great economic development together with an
economic change that corresponded with a change in political institutions and an adaptation to
the country’s changing conditions. Still further, China granted a certain widening of the citizens
participation in the public life, promoting a major transparency in the public administration and
condemning political corruption. However, observing data made available from Freedom
House on two important political indexes, political rights (PL) and civil liberties (CL) in China,
it is possible to recognize that indicators values assigned to China the status of country not free

118 These data are

(NF) every year, from when data have been started to collect until now
actually consistent with China’s current political system and life in which there still is a single-
party (CCP) that holds sovereignty, it is above the law and its president is a primus inter
inferiors.

Such data should lead to analyse China’s economic and political interconnected relationship in
the current situation and project it in a future vision for the development of China and its

increasing role in the global governance.

Freedom in the World 2017
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FIGURE 6 - CHINA REPORT 2017

Source: Freedom House

According with Freedom House data, China in 2017 is still classified as not free country (NF)
as a result of insufficient civil liberties (CL) and practically inexistent political rights (PL).

Observing such data, according to a scale of maximum freedom equal to 1 and minimum

118 China country report, Freedom House, https://freedomhouse.org/report/freedom-world/2017/china
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freedom equal to 7, China’s score is 6 in civil liberties and 7 in political rights, the aggregate
score, which values are from 0 (least free) to 100 (most free), is 15. It results even worse than
last year, rather alarming but certainly not unexpected.

China downward trend is due to the increasing measure taken in cybersecurity and foreign
NGO law, and to the increased internet surveillance. The Communist Party regime led by
President Xi Jinping is moving toward more authoritarian measures and the adoption of new
laws and regulations on cybersecurity, foreign non-profit organizations and religious affairs
are the demonstration. The number of sentences against human right lawyers, activists and
political bloggers is growing and put an additional obstacle to the improvement of country’s
conditions. In addition, a renewed push for party supremacy and ideological conformity has
undermined rule of law reforms and curtailed civil and political rights, as a matter of fact, the
current state president and CCP leader Xi Jinping is consolidating personal power to a degree
not seen in China for decades and compared by some people to Deng Xiaoping and Mao.
Chinese leadership is therefore cultivating nationalism and the growing consolidation of
personal power by Xi Jinping is also changing the existing pattern of leadership within the
party, moving from a collective leadership to a growing personal power that forbid any
dissident within the party and criticized ‘Western’ democratic values. In such a context is
obvious then that China’s construction of a civil society and the recognition of human and
political rights appears to be even in retreat.

Only this last year, Chinese leadership have taken enforcement measures that sound just
alarming as impossible. In February, Xi Jinping asked for renewed loyalty to the CCP and
ideological conformity from media and commercial sources in order to better shape public
opinion. It has been approved in April a new law on foreign non-governmental organization
that will severely restrict working activities of groups committed on political sensitive issues
by requiring stringent permissions and registration requirement, along with the imposition of
supervisory authority to their work. In the religion sphere the leadership has also taken stringent
measures, for example at an April party conference promoted a plan for “comprehensive
management” of all religious activity and organization and the “Sinicization” of religion in
China, and the repression of ethnic minority groups continues.

President Xi Jinping, who took office as general secretary of CCP in November 2012 and now
at his second term, continues to concentrate personal power and the last Party’s Congress has
been a further demonstration, no one is emerged as potential future leader, meaning that maybe

Xi Jinping may extend his position beyond the established time. The strategy set in motion by
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Xi Jinping is that party supremacy is essential to the “rejuvenation of Chinese nation” ( ¥ 4¢

Rkth K 835 zhonggua minzu weida fuxing ) and this is clearly presented and repeated by

official rhetoric and propaganda, along with China’s national security that is mostly used as a
justification to criminal prosecutions of civil society, political activists, human rights lawyers.
A similar behaviour can be observed also with Beijing intrusion into the affairs of neighbouring
societies. In Hong Kong, the leadership intervened on Hong Kong’s Basic Law in order to
prevent pro-independence and pro-democracy politicians and movements, and also toward
Taiwan has been adopted a hostile attitude after the victory of the local opposition party, which
refuses the unification with China!!®.

The construction of the rule of law in China derived from Chinese Party-State necessity to
preserve social and political stability, taking advantage of current economic development. In
order to achieve this goal, China needs an efficient public administration, whose actions are
today insert within a “socialist legal system with Chinese characteristics”. This kind of legal
system is naturally led by CCP and its functioning is defined by values and political principles
dictated and interpreted by the Party. The efforts toward the realization of rule of law in China
have been demonstrated by committing for the first time in October 2014 a specific Plenary
Session of Central Committee of the Chinese Communist Party to the objective intended to
achieve through the rule of law establishment as well as the principles and reforms should have
been implemented. Nevertheless, in 2017, political pluralism and participation in China are
still inexistent, due to the fact that the CCP does not tolerate any form of organized opposition
or independent political parties. Citizen who attempt to form opposition parties or demand
democracy reforms have been sentenced to long prison terms.

For what concerns freedom liberties, the situation is not improved too. China’s media
environment, press and net remain extremely restrictive, all Chinese media, television, radio
are owned and controlled by the state. The information is thus filtered by the government before
the publication and all media outlets required to follow directives issued by CCP to avoid
certain topics or public content. The censorship machine has never stopped, rather has become
harder and the total number of Chinese citizens jailed for offenses involving freedom of
expression, especially on the internet, is much higher. Chinese media are not the only who

suffered from limitations, foreign reports and journalists have the same destiny too; the

119 China Report 2017, Freedom in the World, Freedom House, 2017. The full 2017 China’s report is available on
Freedom House web page: https://freedomhouse.org/report/freedom-world/2016/china
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authorities often used the threat of visa denial to intimidate foreign journalists and media
organizations for investigative or critical reporting. Internet that now represents the greater
threaten to the information censorship has been increasing limited, the authorities blocked
website or delete sensitive content, they blocked Google, You Tube as well as all foreign social
networks like Facebook, Twitter and Instagram but also messaging applications like WhatsApp,
which contents could not be controlled.

Even more important, academic freedom is restricted with respect to politically sensitive issues
so that many scholars practice self-censorship to protect themselves and their careers and
political indoctrination is a basic requirement in the curriculum at all levels of education. The
homologation trend within academic world and intellectual community is the major limit to the
development of critical thought and to the creation of a pluralistic academic environment that
should be the essential precondition to the human rights and civil and political liberties claim!%°.
China’s leader Xi Jinping appears not nearly intended to start reforms leading to
democratization and to recognition of human rights. Rather, in June 2014, a State Council
Notice launched the “Planning Outline for the Construction of a Social Credit System by 2020
The system has the aim to score the social and political behaviour of Chinese citizens along
with their financial creditworthiness, enhancing a “trust” nationwide and building a culture of
“sincerity”. As a matter of fact, the system’s purpose seems to rate all citizens behaviours as
either positive or negative and distilled into a single number in accordance to the rules set by
government. Every citizen rating would be publicly ranked and used to determine his
trustworthiness, and this will influence his eligibility to find a job, get a mortgage or to travel
abroad'?!. The Planning Outline argues that the major Social Credit System purpose is to move
sincerity construction forward in focus areas such as accelerating the construction of
government affairs sincerity, deeply move the construction of commercial sincerity forward,
move forward the construction of judicial credibility!??. The project is actually a response to
the party’s biggest problem: the collapse of confidence in public institutions and the need to

control changing views and interests of Chinese people. It seeks to cracking down on the

120 1hidem.

121 Rachel BOTSMAN, “Big data meets Big Brother as China moves to rate its citizens”, Wired UK, October 21,
2017.

122 Rogier CREEMERS, Planning Outline for the Construction of a Social Credit System (2014-2020), China
Copyright and Media, June 14, 2014. https://chinacopyrightandmedia.wordpress.com/2014/06/14/planning-

outline-for-the-construction-of-a-social-credit-system-2014-2020/
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corrupt officials and companies that plague Chinese life. But, on the other side, this system that
designed to be mandatory in 2020, could vastly increase social control. The official paper did
not set out how the system would work but it expressed quite clearly its aims, arguing that the
construction of a social credit system “would be an important basis for building a harmonious
socialist society”. If it is true that now almost all big software companies (Google, Facebook)
as well as marketing companies in Western countries hold vast quantities of personal
information and people’s life is increasingly public, in democratic countries laws limit what
companies can do with personal information and the extent to which governments can handle
them, in China do not exist such protections. Rather, the national-security law and the new
cyber-security law give the government unrestricted access to almost all personal data. The
difference lies in the fact that big-data in Western countries are not used or at least should not
to control society, but in China, because the leadership considers the interests of the party and
the society to be the same, a system like that can be used for political purposes'?>.

All these measures taken by the party find justification in the achievement of a bigger goal,
that is to make China a “modern and harmonious society” continuing to increase its influence
within the international balance. The centrality of Xi’s thought on “Socialism with Chinese
characteristics” will be important for China’s future development but also for the future global
order. As a matter of fact, the Socialism with Chinese characteristic has entered a new era and
the challenges it will face, such as the unbalance development and the environmental crisis,
according to Premier Xi Jinping, require an improvement in the governance capacity that it
will mean a renewal and reinforcement of CCP agenda more ambitious than in the past.

In accordance with Giovanni Andornino, professor of Torino University and vice-president of
Torino World Affairs Institute Twai, the new era of Socialism with Chinese characteristics
promoted by Xi Jinping, put more emphasis on “Chinese characteristics” and less on
“socialism”. In the long Xi’s speech at the Party’s Congress, there has been talk about the
necessity of cultivating the “Chinese spirit” and promoting “Chinese values”, still further,
“Chinese wisdom” may provide an instrument for other countries in order to resolve problems.
In such a proposal, according to Andornino, the global message is clear, the Western values

and world’s visions hegemony, taken for granted until now, it has to face with China, that

125The Economist, Big data, meet Big Brother, China invents the digital totalitarian state, in “The Economist”,

December 17, 2016. https://www.economist.com/news/briefing/21711902-worrying-implications-its-social-

credit-project-china-invents-digital-totalitarian
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promotes its development strategy and political-institutional system as a model to follow also

by other countries!??,

3 THE ROLE OF “BELT AND ROAD” INITIATIVE IN THE GLOBALIZATION

PROCESS

3.1 The New Era of Globalization 4.0

In the first chapter of this dissertation it has been briefly discussed about the globalization
process and the successive different models of globalization over the years, especially focusing
on the last century experience and on the economic, political and social consequences that these
different paths brought in the world.

With the financial crisis arose in 2008, first in the United States and then spread up in Europe
and Africa, the so-called globalization model 3.0 is came to an end. That it was born as a
financial crisis in North America, it has soon permeated the financial system of European and
Asian country, becoming a global economic crisis that caused the slowdown in the growth and
deep recession of most of developed nations. The primary cause needs to be sought precisely
in the globalization model that has been implemented in these country, basically characterized
by the liberalization of market and the deregulation of trade, that find their origin in the neo-
liberalist doctrines and in the global order erected by Washington. This globalization path, as
the others before it, spawned to an uneven development in which the great progressed nations
continued to be the only benefactors and concentrates the power in the decision of few elected
countries. The globalization model with only a single benefactor is not a positive pattern for
the construction of an equally globalized world in which every nation can privilege from the
benefit of the economic, politic and social globalization and in which a mutual and beneficial

aid is possible.

124 Alessandra SPALLETTA, “Il "Xi pensiero" che rivoluzionera la Cina (e il mondo)”, AgiEstero, October 22,

2017. https://www.agl.it/estero/xi_jinping congresso partito comunista cinese-2277805/news/2017-10-22/
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After the financial crisis that has shaken the whole global economy, United States has starting
to lose their central position in the global order, the election of President Donald Trump at the
beginning of 2016, lowered a whiff of uncertainty in the future of the United States and in
particular in the role that they will play in the global scenario. U.S President Donald Trump at
once resulted in his intentions of a gradual closure in the relationship with other countries and
rather in the total focus on internal policy that has to ‘make America great again’. The
protectionist line followed by the American President represents a backward step in the process
of globalization and in the achieving of an ever more united and cooperative world. As the
United States position becoming more and more delicate and uncertain, China seems to
recognize an opportunity to strengthen its role in the global governance and to assume a
dominant position both in the world order and in the economic-political decisions. President
Xi Jinping’s speech to Davos!?®, during the last World Economic Forum on January 2016,
clearly affirms China’s intention to become the new main character in the globalization
process, highlighting the urgent need to create and improve a new global development model.
In his opening speech at Davos, with the presence of all major countries, Chinese President
talked taking the sides of economic globalization, stating that it is a mistake to blame
globalization for the chaos present in the world because is inconsistent with the reality and it
will not solve the problem. The globalization is not the cause of financial crisis, but “it is an
inevitable income of economic globalization; rather it is the consequence of excessive chase of
profit by financial capital and grave failure of financial regulation”, Xi said.

Globalization is actually promoting global growth and economic development and it is a
natural outcome of scientific and technological progress and not something created by any
countries or any individuals. Xi Jinping continued stating that it is exactly thanks to
globalization that is now possible the movement of goods, capitals, and individuals as well as
the interconnectivity among different countries.

Most certainly, economic globalization turns out to be a double-edge sword and when the
global economy is under downward pressure, it is hard to make the cake of global economy
bigger. According with Chinese President, as nothing is perfect in the world, it is necessary
that every country reacts and guides the economic globalization in order to alleviate its negative
effects and rather benefit from its outcomes. There was a time, President Xi remembers, “in

which also China was not sure about what means globalization and whether was right to join

125 Full Speech of China’s President Xi Jinping at the World Economic Forum, January 2016. Available here in
the english version. http://www.beltandroadforum.org/english/n100/2017/0417/c25-194.html
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World Trade Organization, but since the integration into global economy is an inevitable trend,
if China wanted to increase its economy should have embraced the storm and explored the new
world”. Following this openness to the world, China has become the world’s second largest
economy thanks to 38 years of reform and opening-up, and to a development path that suits
China’s actual condition and that is changed and improved over the years to meet the changing
needs of Chinese people.

What the world needs now, as also Xi Jinping stated at APEC'?¢ Economic Leaders’ Meeting
in late 2016, is to make the process of economic globalization more invigorated, more inclusive
and more sustainable. He continued affirming that is necessary to rebalance the economic
globalization process achieving an equilibrium between efficiency and equity to ensure that
different countries, different social strata and different groups of people all share in the benefits
of economic globalization.

As stated above, the world is increasing demanding for a new globalization path; countries
have to develop a dynamic, innovation-driven growth model and the innovation is the primary
guiding the development. Moreover, it has to be pursued a well-coordinated and inter-
connected approach to develop a model of open and win-win cooperation and all countries
should refuse protectionism remaining committed to developing global free trade and
investment and promoting market liberalization through opening-up. Lastly, countries should
develop a model of fair and equitable governance, reforming the global economic governance
system and adapting it to the new dynamics within the international economic system.

To achieve such development model and realize the globalization 4.0, ensuring a more
balanced growth in which all people have the same opportunities and share the benefits of
development, it is essential to have a clear development philosophy and model that serve as a
guide to the fulfilment of this new growth model.

In the changing global scenario, China has become the main promoter for the fourth path of
globalization, introducing in 2013 the ‘One Belt, One Road’ (OBOR) strategic initiative, in
Chinese —# —%& (yi dai yi lu) , which focus on improving and creating new trading routes,
links and business opportunities with China, passing through over 60 countries along the way,

across Asia, Europe, the Middle East and Africa.!'?” If China will be able to practically

126 APEC is the premier Asia-Pacific economic forum. Primary goal is to support sustainable economic growth
and prosperity in the Asia-Pacific region.

127 Ingrid GE, Andrew Christie and Jeff Astle, “One Belt One Road, —#* —»#% ", London, China-Britain Business

Council/Foreign and Commonwealth Office, 2016.
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implement this huge strategic project, it will create the most interconnected and economically
interdependent path ever made, exponentially increasing its role in the geo-political balance
and in the international decision.

China is therefore on its own way towards global leadership, in a context in which the
“Washington Consensus”, which dominated the international political-economic order for half
a century, appears substantially weakened, a new “Beijing Consensus” is rising to challenge
and perhaps replace Western supremacy.

The “Beijing Consensus” is intended to create a global system different from one established
by Western and led by the United States; the Washington Consensus had free market,
capitalism and democracy as its core principles but it was at the same time marked by the
presumption to tell and learn other countries how to run their economies and their political
system, certain of the supremacy of its model. On the other side, the “Beijing Consensus” wants
to be committed in the construction of a global order that is inclusive and aims to respect and
incentivize diversities among countries. But as it is clear, since China is increasing its role and
is promoting this kind of new order, it will also become a huge and powerful center of gravity.
For these reasons, it has been coined and theorized a new term, “Chigloblalization”, that is a
globalization with Chinese characteristics. Chiglobalization is a term coined in 2009 by
Wenshan Jia, a professor of communication strategy, in the first chapter of the book Greater
China in an Era of Globalization, edited by Sujian Guo and Baogang Guo. In the theorization
of this visionary concept, Jia has been inspired by Niall Ferguson’s concept of UK-led
Anglobalization and US-led Ameriglobalization!?® and by the successful Olympic Games held
in 2008 in Beijing. The author defined “Chiglobalization” as “the increasing global relevance,
global presence, global influence, and global leadership of China in generating a fresh global
vision for humanity, in creating a new model for economic development, in forging an
alternative model of global and domestic governance, in creating a new model for science and
technology development, and in creating a truly cosmopolitan culture characterized by
multiculturalism, interculturalism and pragmatism”!?°. Chiglobalization is also refers to a
process in which China is leading a global search for a model that is looking to the West but

want to go further and beyond, creating an alternative one. It is referring to Chiglobalization as

128 Niall N. FERGUSON, Empire: The Rise and Demise of the British World Order and the Lessons for Global
Power, New York, Basic Books, 2002.
129 Wenshan JIA, “Chiglobalization? A Cultural Argument” in Greater China in an Era of Globalization, New

York, Lexington Books, 2009, pp. 17-26.

70



the fourth wave of globalization, and according with Wenshan Jia, it is bicultural and
multicultural. It is bicultural in that it is based on the emerging model called “Chinese model”
and on the Beijing Consensus, born by the fusion of China with Western and Eastern culture,
so that Chiglobalization has obviously been inspired and invigorated by Ameriglobalization. It
is then intercultural in that Chiglobalization is a process of opening up toward other cultures
but at the same time a process of identifying with and integrating all the cultures, and here is
evident the difference with the American model. Still further, the U.S has actually been both a
source of idea and strategies for China’s development and a source of inspiration, along with
being one of the major source of foreign investment in China. Thus, China is watching to
America’s model but it is empowered and sustained by Chinese civilization that have its own
characteristics; Chiglobalization is defined by a set of wvalues which differ from
Ameriglobalization and Anglobalization. As a matter fact, China has a core strategy that
consists of comprehensive strategies of communication and connectivity, and constructing
zones of economic cooperation and cultural exchanges, instead of keeping global dominance
through military presence.

The values and principles characterizing China’s globalization model are all promoted in the
Belt and Road Initiative, the project, that plans to invest $1 trillion as seed money and attract
$9 trillion for infrastructure construction in Asia, will probably become the concrete way in

which China will ride the wave of globalization 4.0.

3.2 China’s Foreign Policy: Peaceful Development and Periphery
Diplomacy

To deeply understand the meaning and the implications linked to the China’s One Belt, One
Road project, it has to be understood the fundamental basis that led to creation of this initiative
and the China’s long-term objectives in the field of economic development and foreign policy.
Xi Jinping’s “Chinese Dream” targeting the goal of “great renewal of the Chinese nation” also
encompasses foreign policy aspects, because the economic and political strengthening at
national level represents the starting point to assume an increasing relevant role in the

international field.
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Thanks to the period of reforms and opening-up, alongside with the WTO membership in 2001,
China gained its spot in the international arena and its economic and political development
process turned in the spotlight of both global powers and Asian countries. The Chinese
explosive growth is the result of some specific and clear principles followed by the People’s
Republic of China in order to achieve economic development that can be included in the theory
of “Peaceful Development”.

An initial theorisation of “Peaceful Development” has been introduced during the Boao Forum
for Asia (BFA) in 2013'3° On that occasion, Zheng Bijian, President of China Reform
Forum!3!, defined the Chinese national growth path linked to the international peace as
“peaceful rise” Fo-F¥5 A2 (heping jueqi)'32. Commercial relations with foreign countries have
been a crucial element for Chinese economic development, therefore China is interested in
maintaining a peaceful and positive international situation aiming at continuing its growth
process. Zheng Bijian identifies three strategic points that encourage the peaceful rise: 1. To
promote economic and political reforms which support a socialist market economy and a
socialist democracy; 2. To give a cultural foundation to peaceful development through the
diffusion of Chinese culture; 3. To find a balance within the interests of different sectors
(coordinated development between urban and rural areas, among different regions and between
economy and society). China’s peaceful rise is only a part of a bigger rising project that involve
the whole Asian region, indeed, peaceful rise evolved in “Peaceful Development” F=-F X &
(heping fazhan) as President Hu Jintao referred to it at Boao Forum in 2004. The definition’s
revision has been definitively decided with the publication of the government’s White Paper

in 2005 entitled “The Path of China’s Peaceful Development” (¥ B &9 f=-F X J& 18 5%

Zhogguo de heping fazhan daolu)'*? in which the Chinese leadership recognized that for the

139 Boao Forum for Asia (BFA) is a nongovernmental and nonprofit international, the purpose of BFA is to base
itself in Asia and promote and deepen the economic exchange, coordination, and cooperation within Asia and
between Asia and other parts of the world

131 China Reform Forum (CRF), as an academic research institution subordinating to Party School of the CPC
Central Committee, is committed to organizing domestic and overseas well-known experts and scholars for studies
and exchanges about hot topics and difficulties existing in the process of China's reform and opening-up, providing
policy suggestions for relevant government departments from the perspective of national strategy.

132 Zheng BIJIAN, “China's "Peaceful Rise" to Great-Power Status”, Foreign Affairs, September-October 2005.
133 The White Paper on The Path of China's Peaceful Development full text is available at this link
http://www.china.org.cn/government/whitepaper/2011-09/06/content 23362449.htm
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country’s development and modernisation is important to maintain peace among all other
actors in the region.

With this theoretical foundation, China wants to concretely achieve harmony and development
within the country in conjunction with peace and cooperation with other nations. Since China
is still a developing country, the harmony achievement is an essential prerequisite but in the
accomplishment of this objective, China will remain close to developing countries, working
for the co-development. China purses a foreign policy characterized by friendship, safety and
prosperity, adhering to the “Five Principles of Peaceful Coexistence” (F=-F k4t 750 & W],
heping gongchu wu xiang yuance)'*.

The main instrument that leads China to its path towards a Peaceful Development is the
“Periphery Diplomacy” J& i 9} & (Zhoubian waijiao). On October 2013 took place in Beijing
a Forum to define the strategic objectives of Periphery Diplomacy'3>, President Xi Jinping, in
his speech emphasized the necessity to conduct a positive diplomatic work, carrying on with
the previous leadership’ guidelines. President Xi has also distinguished four criterions to
manage diplomatic relations with other nations, that is friendship, honesty, mutual benefit and
inclusion. Due to China’s increasing connection and interaction with neighbouring countries,
especially from an economic and commercial point of view, China’s future is strictly linked to
the one of its neighbours. For this reason, it is necessary to cooperate in order to implement
security strategies that may encourage and promote the creation of a regional economic
integration framework able to actively include all the countries and allow them to benefit from
it.

After this brief explanation, it appears clear that the friendly management of diplomatic
relationship is deeply connected with the internal and economic development of China: Xi
Jinping has always emphasized that the maintenance of a friendly environment would be

essential to the achievement of Chinese Dream and in particular for the “Belt and Road

134 The Five Principles of Peaceful Coexistence are: mutual respect for sovereignty and territorial integrity, mutual
non-aggression, non- interference in each other’s internal affairs, equality and mutual benefit, and peaceful
coexistence. Fifty years has passed since they were established, and history has proved that the Five Principles
are norms for handling state-to-state relations. On the basis of these principles, China has strived to developed
relations  of  friendship and  cooperation  with all  other countries. People’s  Daily,
http://en.people.cn/92824/92845/92870/6441502.html

135 On 24-25 October, the Chinese Communist Party (CCP) Central Committee held a work forum on diplomacy

to the periphery (zhoubian), i.e., the land and maritime regions adjacent to China.
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Initiative” that set the goal of building the Silk Road Economic Belt, the Maritime Silk Road
and then the Economic Corridors. The Periphery Diplomacy aiming at the strengthening of
relations with neighbouring countries is actually an instrument that own as core purpose the
safeguard of China’s economic and sovereignty interests.

During the years of reforms and opening-up it can be noticed a general change in the Chinese
diplomacy orientation, which has moved from the Deng Xiaoping’s request to “keeping a low

profile” (#4985 taoguang yanghui) to the Xi Jinping’s exhortation to assume a more

active role in the international stage, “striving for achievements” (% X 1.4 fenfa youwei)'3°.
Actively participate in the international institutions and act responsibly are the key features to
gain respect in the global arena. During its path towards the development, China understood
the importance of being present in the international scene, increasing the international
agreements, joining the most important international organizations and starting to participate
to foreign meetings. China is nowadays arrived to be one of the needful actors dealing with
international subject, representing the most populous developing country and being the second
largest economy in the world. It has assumed an active role as ‘proactive’ actor and the “Belt

and Road Initiative” is its main demonstration.

3.3 What is the Belt and Road Initiative (BRI)

The proposal of the project One Belt, One Road comes from knowing changes and challenges
that world is currently facing at economic level. The Chinese initiative is part of this contest as
a mean to find new international cooperation and global governance model, oriented towards
a multipolar world and embracing the economic globalization and cultural diversification
trends and increasing the application of information technology.

Basically, at an economic level the One Belt, One Road initiative aims to the promotion of

economic factors, free exchange, to a highly efficient allocation of resources, besides to a deep

136 “China’s Belt and Road Initiative is neither a strategy, nor a vision. It is a process”, Beltandroad.blog, February

4t 2018. https:/beltandroad.blog/2018/02/04/chinas-belt-and-road-initiative-is-neither-a-strategy-nor-a-vision-

it-is-a-process/
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integration of markets. The regional cooperation will be deeper and intense, managed through
the economic policy coordination of countries in that interested area.

There is a lack of precision in the definition of the project because since Chinese President Xi
Jinping launched in 2013, it has undergone changes, in particular for what concerns the correct
name and definition that has to be used.

The so-called “One Belt, One Road” initiative blossomed during Xi Jinping’s speech to
students and faculty at Nazarbayev University in Astana, Kazakhstan on September 2013'37.
During his speech President Xi called for enhanced regional cooperation along a ‘new silk
road’, “To forge closer economic ties, deepen cooperation and expand development space in
the Eurasian region, we should take an innovative approach and jointly build an economic belt
along the Silk Road,” Xi said. “This will be a great undertaking, benefiting the people of all
countries along the route. To turn this into a reality, we may start with work in individual areas
and link them up over time to cover the whole region.”!38

Since its first launch, scholars and people refer to the project with a variety of name that has
led to misunderstanding during the years, as a matter of fact, the ‘“— i —5&’ initiative, as
President Xi Jinping called it using its Chinese name, is first known with its English name ‘One
Belt, One Road’ or the acronym OBOR, but also with ‘The Belt and Road’ (B&R) or with ‘The
Belt and Road Initiative’ (BRI). And indeed, recently according to the Central Compilation
and Translation Bureau of the Peoples’ Republic of China, as well as the Chinese Academy of
Social Sciences, the PRC economic interconnectivity initiative known in Chinese as “— i —
3%, should no longer be referred to as “One Belt One Road” in English. The revised official
translated name of the strategy is “The Belt and Road Initiative”, with “BRI” as its acronym
instead of “OBOR”. '%°

As explained by the Chinese side, the first English translation, namely, “One Belt One Road”,
has brought about numerous misinterpretations, especially within the partners that take part in

the project, which tended to focus too much on the word ‘one’, assuming that there is to be

only one maritime route and a single land belt, whereas, in reality, “The Belt and Road Initiative

137 “Xi Jinping Calls For Regional Cooperation Via New Silk Road”, The Astana Times, 11 September 2013.

133 Full video of President Xi’s speech Nazarbayev University, Kazakhstan is available here:
http://www.china.org.cn/business/2014-06/11/content 32634034.htm, Chinese version 1is available here:
http://www.fmprc.gov.cn/web/ziliao 674904/zyjh 674906/t1074151.shtml

13 Una Aleksandra BERZINA-CERENKOVA, “BRI Instead of OBOR — China Edits the English Name of its

Most Ambitious International Project”, Latvian Institute of International Affairs, 28 July 2016.
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aims to connect Asia, Europe and Africa along five routes.”'*” Moreover, it has been given
preference to the world ‘initiative’ instead of strategy or project to avoid criticism about a
possible “China-centered institution building”.

In concrete terms, “The Belt and Road Initiative” consists in One Belt that is the land-based
Silk Road Economic Belt, which aims to enhance and develop land routes. It proposes to build
a “Eurasian land bridge” which is a logistics chain from China’s east coast all the way to
Rotterdam and the Western Europe and then it advances to develop a number of economic
corridors connecting China with Mongolia and Russia, central Asia and South-East Asia. The
One Road is the 21% - Century Maritime Silk Road which is a sea route rather than a road and
it is a reference to the old maritime Silk road, it runs west from China’s east coast to Europe
through the South China Sea and the Indian Ocean (see Figure 7).

The aim of the Silk Road Economic Belt is double, the first consists in building a “Eurasian
land bridge” that is, as above said, a logistic chain from China’s east coast all the way to
Western Europe; the second one is to develop the economic corridors connecting China with
Mongolia and Russia, central Asia and South-East Asia. At the same time the 21%- Century
Maritime Silk Road aims to build efficient transport routes among major ports in various
countries, including the development of an economic corridor through the Indian Ocean in
order to better connect China with South Asia, the Middle East, Africa and the
Mediterranean'*!.

The BRI project includes over 60 countries and regions from Asia to Europe via Southeast
Asia, South Asia, Central Asia, West Asia and the Middle East, currently accounting for around
31 per cent of global GDP and around 34 per cent of the world's merchandise trade. The

initiative proposes six economic corridors outside China (see Figure 8)

1. New Eurasian Land Bridge (NELB): it is also known as the Second New Eurasian
Continental Bridge, this goes from the port of Lianyungang in Jiangsu province to the
port of Rotterdam in Western Europe. It crosses seven Chinese provinces and arrives
at its destination via three railways, it is expected to become a big logistics corridor

from China to Europe.

149 Conceptual Framework, What is Belt and Road Initiative. Available at http://beltandroad.hktdc.com/en/belt-

and-road-basics

141 China-Britain Business Council (CBBC)
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2. China - Mongolia - Russia Corridor (CMREC): This route involves high-speed rail and
road links and is divided into two lines:
* Beijing/Tianjin/Hebei to Russia (via Hohhot, Inner Mongolia)
* Dalian to Chita in Russia (via Shenyang, Changchun, Harbin, Manzhouli and Inner
Mongolia).
International freight trains are already operating on this route, connecting major cities
across China including Guangzhou, Shenyang, Suzhou and Tianjin with international

destinations.

3. China - Central Asia - West Asia Corridor (CCWAEC): it is running to Xinjiang from
the Arabian Peninsula, Turkey and Iran and it will be an important gateway for oil and
natural gas. The China-Central Asia gas pipeline is the world’s longest. It starts at the
border of Turkmenistan and Uzbekistan, runs through Uzbekistan and southern
Kazakhstan, and ends at Horgos in Xinjiang. From there it will be connected to China’s

second West-East gas pipeline, which is under construction.

4. China - Indochina Peninsula Corridor (CICPEC): extends from China’s Pearl River
Delta westward along the Nanchong-Guang’an Expressway and the Nanning-
Guangzhou High-speed Railway via Nanning and Pingxiang to Hanoi and Singapore.
This land bridge links China with the Indochina Peninsula and crosses the heart of
Vietnam, Laos, Cambodia, Thailand, Myanmar and Malaysia. It is also expected to
boost China’s cooperation with the ASEAN!#? countries. The CICPEC project aims to
better connect cities in this region with a network of railways and highways to facilitate

the flow of people, goods, capital and information.

5. China - Pakistan Corridor (CPEC): has become the framework and platform for
comprehensive and substantive cooperation between China and Pakistan, it links

Kashgar in Xinjiang with the deep-sea port of Gwadar in Pakistan, this corridor could

142 ASEAN is The Association of Southeast Asian Nations, is a regional intergovernmental organisation
comprising ten Southeast Asian states which promotes intergovernmental cooperation and facilitates economic,
political, military, educational and cultural integration amongst its members and Asian states. The organization
formed on 8 August 1967 and include Indonesia, Malaysia, the Philippines, Singapore and Thailandia, it has the

expanded including Brunei, Cambodia, Laos, Myanmar and Vietnam.
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afford China a shortcut to the Middle East and Africa via Dubai and Oman, bypassing
the Strait of Malacca. It should be noted that the corridor passes through Kashmir and

the Indian Government has signalled its strong opposition to this.

6. Bangladesh - China - India - Myanmar Corridor (BCIM): the multi-modal corridor will
be the first expressway between India and China and will pass through Myanmar and
Bangladesh. China sees India as an important partner for the integration with Western
Asia. The proposed corridor will cover 1.65 million square kilometres, encompassing
an estimated 440 million people in China’s Yunnan Province, Bangladesh, Myanmar
and Bihar in Northern India through the combination of road, rail, water and air linkages

in the region'®3,

143 Collin BAFFA, “Bangladesh-China-India-Myanmar Economic Corridor Builds Steam”, Asia Briefing,
October 23, 2013.
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CHINA’S PROPOSED NEW SILK ROADS
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The five key points that represent the foundation for carrying out the project are: policies and
measures that should be conducted in a coordinated way; the improvement of infrastructure
links with neighbouring regions; the creation of a regional more coordinated market; a
progressive financial integration at regional level; the consolidation of relationship between
peoples.

The first important step towards that ensure the implementation of the projects provided for
the Belt and Road Initiative is the development policies and measures coordination in the
region. The coordination process will be possible to realize through the establishment of
communication mechanism and intergovernmental exchange mechanism. In addition, for the
successful implementation of BRI initiative, it is crucial to improve the connection facilities,
the link with Asian, Europe and African regions is the initiative’s key object, it will be
necessary to create combined construction blueprints and infrastructure project with the nations
included within the BRI area of interest. The construction of new infrastructures is mainly
related to the transportation area and to the energetic one. To improve transport communication
implies the implementation of projects that allow the link between road sections not yet linked,
a level upgrade of the structure in order to ensuring road safety and a general road network’s
renovation. Regarding the energy sector, it is important to securing oil and gas pipelines, to
establish transnational energy supply’s network and to cooperate in order to transform and
upgrade the regional energy network.

It is not only necessary to improve the infrastructure network but is also crucial to create a free
trade zone. The commitment in this field will be aimed to enhance the incentives for
investments and trade and to remove trade barriers in order to create a strong business
environment within the region.

Finally, but not least important, is the people-to-people bond, without which the Belt and Road
Initiative would not be successful implemented, as the Vision and Actions on Jointly Building
Silk Road Economic Belt and 2 1st-Century Maritime Silk Road states: “People-to-people bond
provides the public support for implementing the Initiative. We should carry forward the spirit
of friendly cooperation of the Silk Road by promoting extensive cultural and academic

exchanges, personnel exchanges and cooperation, media cooperation, youth and women
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exchanges and volunteer services, so as to win public support for deepening bilateral and
multilateral cooperation”.!4*

Since the financial organization and cooperation represent a core issue to make possible the
establishment and then the operational function of the project, in the presentation of the Belt
and Road Initiative framework have been designated as main sources of funding the Asian
Infrastructure Investment Bank and the Silk Road Fund. The establishment of these new
institutions, which are both established and promoted by Chinese government, is aimed to
facilitate the effective implementation of projects and infrastructures related to the BRI.

The Asian Infrastructure Investment Bank (AIIB) is a new multilateral financial institution
founded to bring countries together to address the daunting infrastructure needs across Asia.
“By furthering interconnectivity and economic development in the region through
advancements in infrastructure and other productive sectors, we can help stimulate growth and
improve access to basic services.”!#

The AIIB!*®, has been proposed by President Xi Jinping on October 2013 during his speech at
the Indonesian House of Representatives'#’ and it has been established in Beijing on October
2014 by twenty-one Asian countries inking a Memorandum (MOU). The founding member are
then rose to 57, including all ASEAN countries, some US major allies and South Korea.
According with Chinese government are considered members only the nations that adhere to
the bank before 315 March 2015. On June delegates of the 57 countries attended the signing
ceremony of the articles of agreement!*®, The Asian Infrastructure Investment Bank’s MOU
considered an initial capital of $50 billion, then increased up to $100 billion, with China
providing the 20% and the remaining funds to come from the other members.

The other financial institution launched by Beijing is the “Silk Road Fund” (££5& % & silu

Jjijin), it has been announced on 8 October 2014 by Chinese President Xi Jinping while

144 Vision and Actions on Jointly Building Silk Road Economic Belt and 21st-Century Maritime Silk Road,
National Development and Reform Commission, March 2015.
http://en.ndrc.gov.cn/newsrelease/201503/t20150330 669367.html

145 Asia Infrastructure Investment Bank (AIIB), https:/www.aiib.org/en/about-aiib/index.html

146 Chronology of AIIB, Xinhua, June 29, 2013. http://news.xinhuanet.com/english/2015-
06/29/c_134365238.htm

147 Xi Jinping’s speech at the Indonesian House of the Representatives, the full text of the speech is available here:

http://www.fmprc.gov.cn/web/ziliao 674904/zyjh 674906/t1084354.shtml

148 Asian Infrastructure Investment Bank, Articles of Agreement are available and downloadable here:

https://www.aiib.org/en/about-aiib/basic-documents/articles-of-agreement/index.html
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attending the “Dialogue on Strengthening Connectivity Partnership” during the APEC Forum.
During his speech!#’, Xi Jinping announced that China will contribute $40 billion to establish
the Silk Road Fund and he emphasized on the importance of connectivity among people and
region for Asian development, promoting thus the Belt and Road Initiative.

On 29 December 2014, the Silk Road Fund was established in Beijing, “following a philosophy
of openness, inclusiveness and mutual benefit, the Fund mainly provides investment and
financing support for trade and economic cooperation under the framework of the Silk Road
Economic Belt and the 21 —Century Maritime Silk Road”.!>°

The Silk Road Fund has a capital of $40 billion, the first instalment of $10 billion is composed
of: $6,5 billion contributed by the State Administration of Foreign Exchange, $1,5 contributed
by the China Investment Corporation, $500 million by the China Development Bank, and the
last $1,5 billion contributed by the Export-Import Bank.

The difference between these two institutions is that the AIIB is a multilateral institution in
which each member nation has its own portion of the votes proportional to the subscribed
capital, China is the largest shareholder. Rather, the Silk Road Fund will mainly use domestic
capital to specifically invest in project within the Belt and Road Initiative.

The success gained by the Asian Infrastructure Investment Bank provoked some reactions from
the World Bank'>! and the Asian Development Bank'?. China has always responded to the
accusation of establish an institution that would be replaced the already existing ones, stating
that the AIIB is claiming to be a complementary organ to the current world order, specifically
designed to the infrastructure construction, differentiate from the two other banks, which aim

to poverty reduction.

149 Xi Jinping whole speech is available on the web site of Ministry of Foreign Affairs of People’s Republic of
China at the link http://www.fmprc.gov.cn/web/ziliao_674904/zyjh_674906/t1208702.shtml

150 All  the detailed information about the Silk Road Fund are available at:
http://www.silkroadfund.com.cn/enweb/23775/23767/index.html#thomezd

151 The World Bank is an international financial institution that provides loans to countries of the world for capital
programs. It comprises two institutions: the International Bank for Reconstruction and Development (IBRD), and
the International Development Association (IDA). The World Bank's stated official goal is the reduction of
poverty. However, according to its Articles of Agreement, all its decisions must be guided by a commitment to
the promotion of foreign investment and international trade and to the facilitation of capital investment.

152 The Asian Development Bank was conceived in the early 1960s as a financial institution that would be Asian
in character and foster economic growth and cooperation in one of the poorest regions in the world. ADB is

composed of 67 members, 48 of which are from the Asia and Pacific region. https://www.adb.org/about/main
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Among the reasons that led to the establishment of the AIIB it is detectable the need for China
to avoid potential conflicts and obstructions from other developed nations to own proposal and
initiatives in the existing institutions, in addition, China wanted to find a way to control their
power.

The AIIB, in any case, it can be already considered a China’s diplomatic success that taking
advantage of vast financial resources available, indeed it will accomplish its objectives, which
channel in the international influence research the management of own internal challenges.
With the establishment of AIIB and the decision by BRICS countries to set up a New
Development Bank (NDB) based in Shanghai by 2016, China is hoping to rely less on
international institutions such as IMF and World Bank which are mainly dominated by
developed countries.

More importantly, according to Caijing’s'>

journalists, Cai Tingyi, Wang Yanchun, and Jin

Yan, the AIIB was created to fill a real need in terms of infrastructure financing, in their
article'>* they cite an Asian Development Report saying that Asia needs $8.2 trillion in
infrastructure financing from 2010 to 2020. World Bank and the Asia Development Bank could
not afford it, so the AIIB represents a useful tool to effectively help the Asian development.
Actually, according with the latest report of Asian Development Bank, infrastructure needs in
developing Asia and the Pacific will exceed $22.6 trillion through 2030, or $1.5 trillion per
year, if the region is to maintain growth momentum, infrastructure development in the 45
countries has grown dramatically in recent decades, spurring growth, reducing poverty, and
improving people’s lives!>®. But a substantial infrastructure gap remains, with over 400 million
people still lacking electricity, 300 million without access to safe drinking water, and about 1.5
billion lacking access to basic sanitation. Many economies in the region lack adequate ports,
railways, and roads that could connect them efficiently to larger domestic and global

markets!?°.

153 Caijing (™ #) is a Beijing-based journal established by the internationally acclaimed journalist Hu Shuli in

1998 and it covers China’s key economic and social issues. http://english.caijing.com.cn/aboutus.shtml

154 Cai Tingyi, Wang Yanchun, and Jin Yan, “Outlook for the AIIB”, Caijing, 7 April 2015.

155 Asian Development Bank, “Asia Infrastructure Needs Exceed $1.7 Trillion Per Year, Double Previous
Estimates”, February 28, 2017.

156 Erik CHURCHILL, “Asia Infrastructure Needs Exceed $1.7 Trillion Per Year, Double Previous Estimates”,
Asian Development Bank, February 28, 2017.
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Through the creation of AIIB, China has opened its doors to many countries, it has committed
to contribute up to 50% of the AIIB capital, becoming the lead in assisting the development of
other Asian countries. There will be a lot of rising challenges in the development of the bank
but this could be a great opportunity for China to prove itself as a global leader. The Asian
Infrastructure Investment Bank can represent a new type of institution in the global scene,
which would replace the other international institutions, now becoming obsolete. The Bretton
Woods Institutions, for example, were set up 70 years ago when the United States had a
dominant position in the global order and produced almost 50 percent of global GDP. But now
that the global balance had been altered by the emergence of developing countries and by the
consequent economic crisis of 2008 that has weakened the most developed countries, the
traditional institutions do not suit anymore the current global situation and they need to be
replaced by new and updated international institutions that may better represent and satisfy the
needs of new emerging countries. Shui Shangnan!>’ says that the AIIB is the subject of global
interest because it represents a new type of institution whose objective is not, unlike that of the
WB, to promote liberal Western values. As an institution led by emerging countries, the AIIB
aims to respond directly to their needs, which means, among other things, lower or looser

conditions for financial support

3.4 The Impact of the “Belt and Road Initiative” In the Global Order

The “Belt and Road Initiative”, whilst being mainly an economic project, aiming at building
infrastructure and create links in order to increase connectivity, is clearly also motivated by
political reasons and objectives.

The project finds its roots in the current situation of national economic slowdown and in the
development disparities at regional level, for this reason, to foster the development in China’s
peripheral areas and in the neighbouring countries is the first step to put the economy back on
track, ease social tension and gain greater political control. The political conditions that led to

the promotion of BRI actually begin from the fact that Chinese government is trying to manage

157 Shui Shangnan is a guest professor at Southern China Agriculture University. He has been doing research on
trade, development, and market policies for UNDP and has participated or been responsible for many United

Nations economic development projects in Africa, Asia, Latin America, and China.
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the disparities within the countries while it is proposing China as the new pivot of the global
order. If China will success to carry out this project as both national and international level,
Chinese leadership will gain a greater political support from Chinese people, more respect as
global power and above all, it may manage more smoothly international issues.

The BRI initiative is not only an economic initiative then, but also a major geopolitical one.
Forasmuch as the countries along the routes have different economic and political situations,
inevitably there are inherent risks which ranging from financial challenges of accessing new
markets to political or social instability and regional disputes. The interested region is so much
wide and the countries within this region are so much different, with serious internal struggle
and different development level that the effective implementation of the project along with the
construction of planned infrastructure will not be an easy task. Political instability in a range
of countries may also lead to inconsistency in legal and financial policies, which could
undermine business activities.

To better understand the importance of the Belt and Road Initiative in the global scenario and
the potential implications that it may have at geopolitical level is necessary a brief analysis in

the Chinese foreign policy that has characterized the launch of such an impressive project.

3.4.1 The New Orientation of China’s Foreign Policy

The — i — ¥ initiative actually embodies the foreign policy’s new orientation that is
undergoing under the guidance of President Xi Jinping, the leadership, already at its first
mandate started in 2012, had expressed the will of change the management of country’s affairs,
proposing as an active player in the international stage. The evolution of Chinese diplomacy
strategy has been influenced by the country’ conditions and demands, starting from 1978 with
the Reform Era of Deng Xiaoping and the China opening up to the external world, Chinese
diplomatic relations have always been employed and focused on pursuing domestic objectives
related to the economic development and the communist leadership. Under Deng Xiaoping,
Chinese foreign policy was mainly characterized by economic cooperation, mostly oriented

towards western developed countries and driven by the principle of “keep a low profile, hide

=93]

your own capabilities and wait for your time” (“Z 1 % k. # K IRE” jue bu dangtou,

taoguang yanghui), this kind of approach has not only characterized Deng Xiaoping’s
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diplomacy, but it has also represented the key element of his successors, Jiang Zemin and Hu
Jintao, external policy.

The change in attitude characterizing Chinese foreign policy derives from the current
international backdrop, which sees, as it has already said, a general slowdown of Western
economies as a consequence of international financial crisis started in 2008 along with an
increasing rise up of China as economic power. In 2010, China surpassing Japan became the
world’s second largest economy and despite the growth slowdown registered in these last years,
is continuing to reduce the gap with the United States. As a matter of fact, a new international
trend is emerging in which China and other developing countries (BRICS) will contribute in a
greater extent to global GDP.

Xi Jinping’s leadership well aware of the potential implications for the global order,
revolutionized country foreign policy towards the defence of China’s core interests and the
creation of favourable environment for the development, in order to improve the country to the
status of great power. In his speech at the Work Forum in 2013, he linked the concept of
‘peripheral diplomacy’ with the ‘Chinese dream’ purpose of nation rejuvenating that should be
realized through the accomplishment of 2021 and 2049 objectives. Therefore, starting from the
‘Chinese dream’ concept, new policies, new project (first of all the BRI initiative) alongside
with the new institutions (AIIB and Silk Road Fund) are all key elements aimed to the creation
of a “community of shared destiny” that provides the vision for realizing Asia’s economic
potential and achieving a more durable security for Asia. As defined by Chinese leaders, the
community of destiny is based on deep economic integration, but it goes beyond trade. It is a
vision of a political and security community in which economically integrated countries in the
region support and defend one another from outside threats and intruders, as well as manage
internal threats together through collaborative and cooperative mechanisms.

Chinese leaders pointed out the new diplomacy strategies and objectives during the Central
Work Conference on Foreign Relations held in Beijing on October 2014, during the conference
have been outlined the most radical change in decades about foreign policy. In addition to the
positions adopted by the Chinese government about the fundamental concept leading the
external policy and the role that China will assume in the Asian region through the creation of
the ‘community of shared interests’, Xi’s leadership also emphasized the importance for China
to build an international base of support, making friends and forming partnerships throughout
the world. Xi Jinping underlined the importance of pursuing win-win cooperation and

promoting a new type of international relations featuring win-win cooperation. “We should
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continue to follow the win-win strategy of opening-up and a win-win approach in every aspect
of our external relations such as political, economic, security and cultural fields”, he said.!>®
Together with its economic growth, China also recognises its increasing role in the global stage
and its weight in the new global order, so that Xi’s direction wants to take on more global
responsibility for the country. At the conference, Xi Jinping seemed especially committed to
contribute in developing countries growth stating that all the countries are equal and deserve
the same development opportunities and probably seeing in them the most potential for partners
to support its reform of the international order. Taking on greater responsibility on an
international level is a way to enforce China’s global reputation that suffered for years to be
weak and a first step on assuming an effective international role.!>

Therefore, it may be identified three cornerstones of the new direction in Chinese foreign
policy that are firstly, China is assuming greater international responsibility linked to the aim
of change the global system giving space to the Chinese proposal for the conflicts and cross-
borders disputes resolution; secondly, China is trying to get its own status at the international
level, gaining respect from other world powers; lastly, in the implementation of its own foreign
policy, China has no intention to give up its sovereignty and its core interests.

In conclusion, if the ‘keeping low profile’ strategy pursued by Deng Xiaoping has been
effectively successful for the objectives’ achievement setting during Deng’s leadership and
following ones, bringing China to a huge economic growth in an impressive short time, it
became ineffective on the long time and it brought to a deterioration of China’s relation to the
external countries, so that to assume a more active position in the international stage has
become a necessity for the fulfilment of Xi’s administration, which sees in the realization of
Chinese dream its primary objective, and to do it is necessary to enhance the country’s strategic
credibility building a firm base of relations.

An innovative ingredient of Xi’s diplomatic strategy is the integration of economic and
development objectives together with political and security objectives. In the maintaining a
low-profile strategy China passively adapted to changing situations in the international stage,

with this new and more dynamic strategy aims to contribute in the change of external

158 “The Central Conference on Work Relating to Foreign Affairs was Held in Beijing”, Ministry of the Foreign
Affairs of the People’s Republic of China, October 29, 2014.
http://www.fmprc.gov.cn/mfa eng/zxxx 662805/t1215680.shtml

159 Timothy HEATH, “China Overhauls Diplomacy to Consolidate Regional Leadership, Outline Strategy for

Superpower Ascent”, China Brief, Jamestown Foundation, vol.14, n. 24, 19 December 2014.
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environment and directing it towards its own purposes. China’s objective is no longer the pure
research of economic gain or economic development but is now enriched with the construction
of diplomatic relationship and an active international commitment.

China is actually switching from a ‘game player’ position to a ‘game maker’ position and the
promotion of the Belt and Road Initiative is the major proof together with the more recent
establishment of the Asian Infrastructure Investment Bank. These two great steps forward are
the most practical evidence of the new proactive Chinese foreign policy.!®°

With BRI China tries to modify the international order, not only in its roles of power but also
in the principles that until now characterized international relations and the nature of cross-
border connections. With the BRI, China as “a new great power is trying to supplement the
international economic order”, and one of its primary goal is to reassure its neighbouring
countries and try to present China as a “new type of rising power” (# & X H, xinxing
daguo)'®'. According with Antoine Bondaz'®?, the discussions about the BRI initiative aims to
present China as a non-threatening and non-revisionist rising power, differencing it from other
power in the past that had led to an uneven globalization process and to a disparity in the
distribution of wealth. The BRI can be seen as a tool in China’s strategy of non-confrontation
and reassurance, it is presented by Chinese media like a concrete implementation of the concept
of the “peaceful rise” (#=-F Y& AL, heping jueqi), an idea coined, as seen before in this
discussion, by Zheng Bijian that in his speech on the ‘Grateful rise of China’ emphasizes its
intentions of do not seek for hegemony or predominance, rather he repeatedly states that China
advocates a new international political and economic order, because even China’s development

depends on the world peace!®?

. The Foreign Minister Wang Y1, in his speech on Foreign Policy
in 2014, also said that the BRI initiative is not a tool of geopolitics, instead is bound to bring

new life and vigour to the ancient land of Eurasia, giving to this vast region the instruments

160 Zhibo QIU, “From ‘Game Player’ to ‘Game Maker’: News Features of China’s Foreign Policy”, China Brief,
Jamestown Foundation, vol.15, n.14, 17 July 2015.

161 David COHEN, “China’s ‘second opening’: Grand ambitions but a long road ahead”, an article contained in
"One Belt, One Road": China's Great Leap Outward”, China Analysis, European Council on Foreign Relations,
Asia Centre, 2015.

162 Antoine Bondaz is a PhD candidate in Political Sciences and International Relations in Sciences Po Paris, his
research focus is China’s strategic thinking and security issues in the Asia-Pacific region.

163 Zheng BIJIAN, China's "Peaceful Rise" to Great-Power Status, Foreign Affairs, Council on Foreign Relations,
September/October 2005.
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and ways to reach prosperity. Moreover, he firmly stated that the Chinese nation has been
peace-loving throughout the ages and it is committed to a path of peaceful development!®4.
China is presented as a satisfied power, fully integrated in the international system and that
BRI is not directed against any specific country or organization but it represents a useful
attribute to existing international institutions. The official position of Chinese press continues
to push the absolutely peaceful and cooperative intention of China in the BRI initiative,
describing it as nation that refuses traditional geopolitical confrontation and does not want to
gain global hegemony!63.

However, despite the focus on the peaceful intention of the Belt and Road project and the
absolute positive campaign that has been undergone by Chinese media and Xi Jinping’s
leadership, it is obvious that a project of this magnitude in an historic era in which the
international balance seems to be particularly weak and the great developed power, world
holder of wealth and economic development, on the verge of losing their dominant position,
will certainly have enormous impact at international level causing different reactions in
Western nations and a rebalancing of geopolitical order.

There are two main aspects that should be taken into consideration regarding the potential
external impact of the Belt and Road Initiative. In the first place, the reaction and the impact
of China dominant role in the Asian region as promoter of the infrastructure’s construction
needed to the development of BRI, along with the major financial e political role China is going
to cover in the region at the expense of other countries, which in many cases, present lower
level of development and critical political situation. Secondary, the political meaning of the
BRI project within the international stage, the way in which its implementation is carrying on

and what will be its impact for the future global governance.

164 Foreign Minister Wang Yi's Speech on China's Diplomacy in 2014, full text is available at:
http://www.china.org.cn/china/Off the Wire/2014-12/25/content 34411542.htm, the Chinese versioni is
available at: http://www.fmprc.gov.cn/web/ziliao_674904/zyih_674906/t1222375.shtml

165 Antoine BONDAZ, Rebalancing China’s geopolitics, an article contaned in "One Belt, One Road": China's

Great Leap Outward”, China Analyisis, European Council on Foreign Relations, Asia Centre, 2015.
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3.4.2 Geopolitical Impact of the Belt and Road Initiative on Central Asian Region

In the area of foreign policy and the China’s objective of strengthening its international
position, the wide region of Central Asia has become particularly important and has gained a
central position thanks to the BRI project and China’s development strategies within this
region. As already mentioned, the shift in orientation of China’s foreign policy is mainly due
to its intention to promote the Western regions’ development and to reinforce the ties with
neighbouring regions, transforming then the potential vulnerability of the region in a strategic
resource to create the biggest politic-economic plan ever imagined.

The current geopolitical questions and the China’s internal priorities are thus interwoven in
Beijing’s Eurasian pivot. Since now, Chinese foreign policy was strategically oriented to the
east, both because of the traditional economic advantages characterizing Chinese eastern
provinces and also because the major military threats to the country come from its sea
boundaries. Now, however, a change of direction to the West is needed to firstly maintain the
stability in the Western regions of Xinjiang and Tibet, promoting development and
modernization and avoiding being threatened by three hostile forces of extremism, terrorism
and separatism. In addition, the economic openness to Asian region may expand China’s
economic cooperation with all West Asian nations boosting and differentiating at the same time
the Chinese market.!6°

The promotion of the Belt and Road Initiative, which plans to build a Silk Road Economic Belt
(SREB) alongside a variety of country within the Asian region and a Maritime Silk Road
(MSR), is also designed to the achievement of this objective.

Generally speaking, the Chinese proposal about the BRI Initiative has been welcomed by
central Asian regions, since it actually matches with their economic needs, some of these
countries such as Kazakhstan and Turkmenistan, are looking for a diversification in the oil and
gas transportation routes; while other countries considered the project as an opportunity to
kick-start their own economy and direct it towards the export activity. Furthermore, the
confidence in the project is being confirmed by the serious commitment that China is showing
through the set-in motion of investments and funding and the consolidation of economic

relations.

166 Michael CLARKE, “Understanding China’s Eurasian Pivot. The ‘One Belt, One Road’ strategy provides a
guide to the future of China in FEurasia’, The Diplomat, September 10, 2015.
http://thediplomat.com/2015/09/understanding-chinas-eurasian-pivot/
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Although this general positive reception by China’s neighbouring countries, a growing concern
about the role that China will assume in the region is starting to show up. As a matter of fact,
the increasing Chinese involvement in the region, which is corresponding to a weakening of
dominant power’s presence like Russia and United States, is seen in a double-edged way.
Central Asian regions actually fear that the huge inflow of investments may at the same time
imply an increase of the China’s role in the region that besides may lead to the emergence of
China as a new dominant power, replacing Russia and United States.

Such a mistrust of China’s rising presence in the region mainly emerges among local media,
opposition groups and public opinion of the Central Asia nations. The rise of such concerns is
justified by a series of reasons, for example the continuous stream of Chinese workers into the
region that recently caused anti-Chinese sentiment, which in some countries have turned
violent for the presence of Chinese migrants. But it is also motivated by the rise of territorial
disputes and by a general scepticism about the administration of the trade agreements that is
feared to go up against the internal interests of Central Asia regions. In particular in countries
like Kazakhstan, Kyrgyzstan and Tajikistan there is a wide presence of popular opposition
against China that is particularly focused on the inflow of the Chinese labour. In Kyrgyzstan
and Tajikistan, an upsurge of Chinese labourers has escalated competition with local
communities for jobs in mining, agriculture, construction, trade and transportation. For what
concerns labour force, it has spread the opinion that China may encourage migration to
alleviate its domestic problem of overpopulation and also to settle groups of Chinese who can
influence the politics of Central Asian countries.

However, domestic authorities of Central Asian countries did not show big opposition to the
increasing role of China in the region, rather they welcomed China considering it a rising
economic superpower that has much to offer them. Domestic authorities consider China as a
great economic partner that can help the economy of some developing countries in central Asia
besides as an alternative to those regimes, the United States and Russia, viewed as political
meddling by more advanced regional powers. Although the wide welcome by most of official
authorities, regional elites continue to maintain strong connection with Moscow so that some
countries like Kazakhstan, Kyrgyzstan and Tajikistan have joined Moscow’s Collective
Security Treaty Organization and have expressed their support to customs bloc and Eurasian
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Union °’. Despite the numerous challenges present in the region, China is ready for a serious

167 The Eurasian Economic Union (EAEU) is an international organization for regional economic integration. It

has international legal personality and is established by the Treaty on the Eurasian Economic Union. The EAEU
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commitment in Central Asia and Xi’s recent visit in these countries demonstrated the
determination of China to improve its diplomatic and economic relations within the region. In
addition, it is a real fact that the presence of China contributes to realize a deeper economic
integration. There is the fear that China could dominate in the Central Asian region, but it is
not perceived as a potential threat to national sovereignty yet!8.

One of the most beneficiaries Central Asian’s countries of the Belt and Road Initiative is
Pakistan, that also has a key role in the project implementation. It is involved in the
establishment of the China-Pakistan Economic Corridor (CPEC) that will connect Silk Road
land routes with the maritime one. The arrangements both sides agreed will provide a “1+4”
pattern of economic cooperation which means that the project in the area will interest four key
areas including the Gwadar port, energy, transportation infrastructure and industrial
cooperation, so as to achieve win-win results and common development. The economic
corridor is actually a major opportunity for Pakistan to economically grow and develop and it
will be able to benefit from new infrastructure and energy supplies so that it is expected that
Pakistan’s GDP is going to increase of 15% when the project will be completed. A key element
in the establishment of CPEC is the port of Gwadar that has a strategic position, in the mouth
of Persian Gulf, representing an important trade and oil hub and in order to improve the
operational capacity of the port, China Overseas Ports Holding Company Ltd. (COPHC) has
carried out repairs and up-gradation of the port facilities, and now the port has restored its
designed capacity!'®°.

The port of Gwadar may also be a great strategic solution to China’s import-export trade
because it could represent a potential solution to the current extreme China’s economy
dependence on Strait of Malacca. It is the gateway for Chinese economy to Indian Ocean and
the main crossing point to oil transportation from Western Asia and Africa. Thus, China is

deeply interested in finding alternative and new trade routes preventing possible future

provides for free movement of goods, services, capital and labor, pursues coordinated, harmonized and single
policy in the sectors determined by the Treaty and international agreements within the Union. The Member-States
of the Eurasian Economic Union are the Republic of Armenia, the Republic of Belarus, the Republic of
Kazakhstan, the Kyrgyz Republic and the Russian Federation.

168 Baktybek BESHIMOV and Ryskeldi Satke, “Mixed Views of China’s ‘One Size Fits All’ Trade Diplomacy in
Central Asia”, China Brief, Jamestown Foundation, vol.13, n. 22, November 7, 2013.
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obstructions in the Strait of Malacca. In addition, in the region will be established economic
special zone and will be allocated funding equal to one fifth of Pakistani’s GDP to employ in
the construction and development of transportation infrastructure and sustainable energy. Right
now, enormous efforts are being made to advance road connectivity and create favourable
condition for attracting investment in western and northern parts of Pakistan.

According also to Pakistani officials, the Belt and Road project integrates with “Pakistan's
Vision 2025”, which seeks to transform Pakistan into a hub of trade and commerce, harnessing
its geo-strategic location into a geo-economic advantage. Pakistan is also trying to expand the
CPEC to include countries like Iran so that it helps to integrate South Asia, China and Central
Asia for greater economic opportunities!””,

The Belt and Road Initiative and the increasing expansion of China in Central Asia has also
been made possible by the gradually weakening of Russian presence in the region, and Russia
is another important player with which China has to confront. After the crisis of 2008, Russia’s
economy begun to decline after a decade in which had achieved significant levels of growth
and also Russian trade with Central Asia had also begun to decline and China started to surpass
Russia as the region’s major foreign trade partner.

Xi Jinping expressed his intention to maintain good relations with Russia both on economic
and political level, obviously Russia is a major power with a great influence among the Central
Asian region’ countries. As a consequence, Moscow renewed its economic and political
interest in the region so that in 2011 Russia’s President Vladimir Putin promoted the “Eurasian
Union”, an institutional body that would coordinate economic and currency policy, improving
the post-crisis development. The project actually has been doubted by some country like
Kazakhstan especially after the Ukrainian crisis and the following sanctions on Russia.
Moreover, some analysts have suggested that by making the Eurasian Union and bringing
together a large number of states in the post-soviet space, Moscow is actually more intent on
making a political statement to demonstrate its power and presence over central Asian nations
than to establish a strong economic partnership!’!. China anyway continues maintaining good
relations with Russia, this is a priority both on economic than political level, promoting a new

model of relationship base on win-win cooperation and shared development.

170 Sajjad MALIK, “Belt and Road initiative and Pakistan”, China.org, November 15, 2016.
17! Michael CLARKE, “Understanding China’s Eurasian Pivot”, The Diplomat, September 10, 2015.
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3.4.3 The BRI Implementation Method and China’s Institutions-Building For

Economic Cooperation

China’s political system and its current situation that have been discussed in the previous
chapters, find an obvious relation with the methods and the strategies China is embracing for
the implementation of the Belt and Road Initiative in the neighbouring countries and in the
global net of nations that will be involved in the construction of the economic cooperation and
inclusive model of globalization promoted by the Belt and Road Initiative.

As Giovanni Andornino argued, China is establishing relations with the countries involved in
the BRI project in a way that is different from the one usually employed in the international
network but that is consistent and peculiar with China’s common cooperation method. China
puts in place its diplomacy policy aiming at creating a net of peaceful relationship and
agreements with neighbouring countries alongside with a set of policy framework and
agreements on global governance issues officialised by the establishment of new institutions.
In these terms, China’s approach in the implementation of BRI projects detaches from the
methods until now used in the international field for the establishment of economic cooperation
and relationship; it is more shaped on flexibility and on the absence of regulations than on rules
and this is once again related with that sort of “globalization with Chinese characteristics” that
is developing its own method and approach in establishing a new strategy of development and
economic cooperation.

A concrete example of how China is conducting its relationship with BRI’s countries can be
observed in China’s engagement with the sixteenth countries of Central, East and Southeast
Europe within the implementation of BRI project in these regions.

China’s relationship with Central, East and Southeast countries (CESEE) in the context of Belt
and Road Initiative is also the example of how China is transforming its relationship with the
rest of the world and it is defining its new global role, shifting from a good global “game player”
to a global “game maker”, proposing innovative international institutions and frameworks.
CESEE region has been defined in the official discourse as one of the “highlights” of China’s
new diplomacy and as one of the “strategic areas” for the BRI, and more as a key point for the

Belt and Road Initiative to gain prominence in Europe!’2.

' Anastas VANGELI, China’ s Engagement with the Sixteen Countries of Central, East and Southeast Europe

under the Belt and Road Initiative, China & World Economy, vol. 25, No. 5, 2017, p. 102.
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As it has been said, through the BRI China aims not only to economically benefit from the
project, infrastructure and network connectivity established with the Initiative but also to lead
global economic development, contributing to the principles of economic governance, putting
in place its own development experience as an example to follow that diverge from the
hegemonic market neoliberalism characterizing Western countries.

Since in the framework of BRI China has primary gave importance to the role of regions, to
their development and to reduce economic inequalities among them, in CESEE region China
is carrying on not only bilateral relations at the national level and cooperation with international
organization but also it is developing a regional cooperation approach, that consists in the
institutionalization of regional cooperation in the CESEE region by creating a special
mechanism under the management of the Chinese Ministry of Foreign Affairs and other
institutions aiming at the development of economic cooperation.

The actions taken by China for the implementation of the BRI in CESEE are in the first place
its characteristic diplomatic innovation and the establishment of new institutions focusing on
advancing the cooperation and in the second place, intensifying and diversifying economic
cooperation. This is the put in place of China’s new foreign policy in which it no longer keeps
a low profile adapting to the changing international institutions but being the actor that promote
new international institutions.

The type of cooperation China is establishing with CESEE region is different from other
models of China’s regional platforms, it can be observed that the most important element in
China’s relationship with other countries in the context of the Belt and Road Initiative is the
policy coordination. As a matter of fact, policy coordination is the first goal listed in the official
documents and it has to be achieved through the promotion of intergovernmental cooperation
and the construction of “multi-level intergovernmental macro policy exchange and
communication mechanism”.

In other words, policy coordination is a process of “mutual adjustment of the interests, goals
and actions of collective actors in the international system” that can often lead to diffusion of
ideas and policy innovations!'”3. In particular, China-CESEE relationship is a special example
of policy coordination, China has actually created a special mechanism for regional

cooperation with the 16 countries of the region (16+1). From its launch, the 16+1 platform has

173 P, 0. BUSCH and H. Jorgens, “Governance by diffusion: Exploring a new mechanism of international policy
coordination,” in J. Meadowcroft, O. Langhelle and A. Ruud, eds, Governance, Democracy and Sustainable

Development: Moving Beyond the Impasse, Cheltenham and Northampton, Elgar, 2012, p. 221.
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now evolved in a very complex and decentralized net of intergovernmental institutions.
Moreover, it worth particular attention because this complex and international institutionalized
platform does not base on the Western set of norms and rules that legitimate political and
economic relationship at the international level. Rather, the 16+1 platform rely on the idea of
policy coordination, a purely Chinese idea born in the context of the Belt and Road Initiative,
so that can provide and promote innovative idea on cooperation and development.

Although there are some differences in China’s approach with CESEE countries compared
with the Asian region or other countries that take part in the BRI projects, it is significant
because it is a model of regional cooperation in which China defines the regional makeup, for
this reason it diverges from others form of cooperation in which China already had
institutionalised regional partnerships. In addition, the particular choice to start economic
relationship with CESEE region, despite its small size, has undoubtedly strategic roots; as a
matter of fact, the position of CESEE region is a key point for the opening towards Europe and
in particular these countries are the only route to enter the so yearned European market; still
further, it is a crossroad between different areas of the Eurasian Land Bridge Economic corridor
and the maritime route.

Another reason lies in the fact that the countries in this region are capitalist economies with a
more advanced and mature market than the other regions with which China is cooperating in
the context of the BRI and this obviously means that China can advance production capacity
cooperation. In its new development strategy China actually expressed the necessity to advance
and increase its technological innovation and start to export products, services and technology.
More important, 11 of 16 countries in CESEE region are EU member, China and EU are
strategic partners, China being the second largest trade partner of the EU and the EU being the
largest trade partner of China. The latter also regards the EU as a potential partner in the
development of the BRI and since CESEE countries are almost fully integrated in the European
Common market this can represent a unique and special opportunity for China to entry in
European market.

An added value of CESEE for the relationship with China is that these countries provide the
opportunity for Chinese Government agencies and state-owned enterprises (SOEs) to learn and
modify European regulations at a lower cost, because it is cheaper to launch project in CESEE

countries than in Germany or France, while the variation in terms of EU membership within
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CESEE permit China to develop a flexible approach in terms of regulations!’*. Moreover, the
Balkan countries, which are non-EU members of CESEE, represent an easier road to the
approval of projects for China (such as the high-speed railway line from Budapest to Belgrade,
which would then extend through Macedonia and Greece to the Port of Piraeus, a project
known as the China—Europe Land—Sea Express line) (CELSE) due to the fact that they have
more favourable institutional settings and less demanding regulatory frameworks compared to
the EU member states in CESEE.

It is actually renown that China has faced complications with EU due to the divergence in the
political and ideological sphere of the two sides which are exactly the set of different norms
and values that characterized China and the Western countries and that will be surely affected
from the new global role China is gaining'’>.

At the other side, the project of regional cooperation China is developing with CESEE seems
not find disagreement in the countries of this region. The reason lies in the fact that some of
the CESEE countries in recent years have increased their economies and reached the EU
average level of development so that they will receive less European funds aimed at the
economic convergence. Still further, these countries’ economic policies have been deeply
dependent on external financial support, so it is made clear that they have a strong interest in
establishing closer relationship with a partner as China. It is now the second largest economy
in the world and it is especially interested and pro-active in giving financial aid and
infrastructural support to developing regions since such an action embodies China’s wider goal
of inclusive globalization and regionalization development also included in the BRI.

The consensus granted by CESEE countries to the cooperation with China and the
implementation of new institutions and infrastructure in the regions, which fall within the BRI
projects, has been shaped by the pragmatism and the aspiration for a high growth and an
increasing in development following the Chinese example. Moreover, China’s approach with
these countries found approval in the premise of material gains that would originate from the
collaboration and cooperation with China. The potential divergence in the ideological field and

the ambiguities that had characterized CESEE discourse on China in the past have been left

17+ Anastas VANGELI, China’s Engagement with the Sixteen Countries of Central, East and Southeast Europe
under the Belt and Road Initiative, China & World Economy, vol. 25, No. 5, 2017, pp. 104-106.
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aside as if the economic efficiency and the perspective of faster growth may overcome the
discrepancy in the values and institutions.

As it has been said at the beginning of this chapter, the implication of this cooperation does not
lie in the potential economic consequences but in the significance that these kinds of actions
may have in the rise of China as a global game maker. The methods and approach China is
employing with CESEE along with the institutionalization of cooperation, demonstrate the
confidence acquired by China in proposing and making accept its own characteristic vision of
development and international cooperation in a region that has a strategic significance
compared with the Asian one. CESEE countries have been under the Western influence and
they have been followed the principles of market liberalization and the western economic
hegemony since the fall of the Soviet Union in the 1990s.

The major implication is the affirmation of the principles China is trying to promote which
sometimes seem to be recognized by CESEE policy-makers as good examples to follow,
therefore the positive cooperation between China and CESEE countries demonstrate the
increasing advancement of China’s normative power. Still further, the fact that China’s
principles found fertile soil in a region closely supervised by the West in the past is a reflection
of the European situation, which continues to challenge separatist movements and economic
crisis, while is weakening its influence in the global balance. China, on the other side, is
demonstrating its ability to propose and define the principles and the standards in the
international cooperation that not follow the previous ones but they starting to be recognize as
legitimate by the other countries.

The example of CESEE-China cooperation in the context of the Belt and Road Initiative offers
an insight into how China is increasing and transforming its global role. The BRI is giving
China the opportunity to extend its diplomacy to new areas and to promote its economic
approach that materialises not only with the construction of new infrastructure and financial

investment but with the establishment of new institutions and policy coordination. !

176 Anastas VANGELI, China’s Engagement with the Sixteen Countries of Central, East and Southeast Europe
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3.5 The “Socialism with Chinese Characteristics” within the Global

Order

Although state rhetoric paints the China’s model of “socialism with Chinese characteristics”
as a strategy that will lead China to become a modern and democratic society in the next future,
as well as it aims to create a balanced and inclusive globalization, most European countries
view China as a problematic global actor, rather defining its system as “totalitarian capitalism”.
As a matter of fact, the authoritarian nature of China’s economic and political system seems to
be inconsistent with Western fundamental principles of freedom and rule of law. China is
promoting the biggest global economic project, making mutual cooperation and mutual
benefits its banner, also suggesting a new globalization path different from the America’s one,
not hegemonic but inclusive, however, once again, these principles seem to clash with China’s
current political situation, mainly characterized by an authoritarian system. In accordance with
Xi Jinping’s speech in the last Party’s Congress in October!”’, China is determined to follow
the model of ‘socialism with Chinese characteristics’, it do not demonstrate the purpose of
develop common standards for the Belt and Road Initiative’s implementation, rather it is trying
to create coalitions among different countries. The method by which China is handling relations
with neighbouring countries is consistent with the common cooperation method used in China,
that is flexibility, and it is almost opposite to the one used by Western countries, that is rules.

China’s current position as second largest global economy after the United States and its
increasing responsibility in the global affairs leadership have shifted the attention not only to
China’s internal situation but also to China’s role in the global one. As a matter of fact, the
country has no other choice but take part to the definition of a global governance system, and
the Belt and Road Initiative is actually the China’s ambitious proposal to take greater
responsibility, aiming to establish a new development path founded on win-win cooperation
relationships, shared development and mutual benefit with all the actors involved. Thus, China
is adopting its own rules to create a new global order, not intended to integrate or overturn the
old one, but creating a new order fitting with its own characteristics, presenting it to
international community as a “benevolent hegemony”, in which every country, especially the

developing ones will benefit from, signing the end of the uneven and unbalanced globalization.

77 The Full Text of Xi Jinping’s speech at the 19" CPC’s congress is available at:
http://cpc.people.com.cn/n1/2017/1028/c64094-29613660.html; the English version is available at:

http://www.xinhuanet.com/english/download/Xi Jinping's report at 19th CPC National Congress.pdf
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From this perspective, it seems China has learnt the lesson provided by the US experience and
it is ably taking advantage of America’s weakened role, neither so softly setting the rules for a
new international order.

In such a backdrop, it is necessary to consider the Belt and Road Initiative in the future, thinking
about what will be the impact of such a great project proposed by a country in which the
transition toward a full market economy is not yet completed nor the one towards democracy.
Although Chinese leadership repeatedly affirms the commitment to follow the market economy
rules and to orient political and social reforms in achieving the objectives of modernity,
harmony and democracy, the practical reality is a bit more different.

The “Chiglobalization” theorized almost ten years ago by Wenshan Jia is now becoming reality,
China’s global relevance and influence is no longer limited at the economic level, it is
expanding at political and social one. But, the increasing role of China it may represent a risk
in the extent to which China’s model will be exported or will become the model on which
future globalization is based.

China is now entering in a new era and Xi Jinping expresses his firm belief to achieve a
harmonious, modern and innovative Chinese society, along with the purpose of a more
balanced and sustainable development and the effort to increase citizens wealth and health
conditions. At the same time, at the international level, the Belt and Road Initiative aims at
establishing the biggest economic and trade network in the Asian region, directly involving a
wide number of countries and contributing to accelerate their pace of development. Still further,
the influence of China’s Belt and Road Initiative will extend all over the world and will have
direct implications in the globalization process. As a matter of fact, it takes the task to give
birth to a new globalization path that will be different to the previous ones, based on different
values and with different goals. A globalization that will be inclusive, founded on mutual
collaboration and mutual benefit, in which every country involved in the project may benefit
from economic and cultural outcomes, a globalization in which there is not supremacy and also
developing countries can actively participate. The depicted model of globalization that the Belt
and Road will certainly contribute to establish, seeks to set against the Western model of
globalization even if is exactly from it that took its inspiration. China’s propaganda and Xi
Jinping’ speeches therefore describe a nation that will increase its social, economic and
political condition in the next future and it will also be able to become a model for other
countries but, as it has been seen, the real situation and the political orientation undertaken

appear to be very different from those just described.
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It is exactly here that China’s development and transition may be a risk also and especially for
international order. The transition appears to turn toward enforcement of laws and
concentration of power in party’s hands, at the same time, China is gaining more power through
the implementation of the Belt and Road Initiative. Chinese people seems to tacitly accept
deprivation of liberties since they can increase their economic wealth and at the same time, the
emergence of critic thought is limited by the state control or even if present, it is unable to
reach masses. The passage to democracy that until some years ago many scholars expected,
now is even more distant. On the contrary, with the increase of its global role, being one the
world’s greatest power, China, using a peaceful foreign policy and by leaning on Asian
developing countries, is actually becoming the world’s new powerful center of gravity. A
nation though that despite its superficial capitalistic economic system and the promise to
completely open up to free market, remains an authoritarian, highly controlled and not free

country.

4 CONCLUSIONS

The Belt and Road Initiative and more in general the development model China is going to
establish is now more than in the past fated to influence and change the wide and global model
of development in which the globalization process is encompassed.

The analysis of globalization process led primarily to understand how the world we live has
changed and towards which direction is going; ascertained that the development method based
on Western hegemonic capitalist system is coming to an end, leaving a world extremely
unequal and unbalanced, it is emerged the necessity of a shift in the globalization path more
oriented to one focused on equality and inclusiveness.

In such a backdrop, China stands out not only to become the world’s second largest economy
but also to demonstrate the capacity and the will to take and increase its responsibility in the
global order, shifting from being a “game player” to be “a game maker” and starting to shape
a new era of globalization with its own characteristics and thus separating from the purely
Western one.

It has been examined that the process of deep economic and political transformation China
lived in the past thirty years has been extraordinary and unprecedented and it contributed to

allow China to reach a formidable economic growth and to advance its development process.
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China is thus transformed from a prevalent agrarian and communist country without any
external relationship to the biggest capitalist friendly and socialist country.

The process of transition has been deep and not always without pain, but it has been peculiar
of China and its particular historical, economic and social situation. China did not copy or just
follow Western countries’ model of development, rather it developed its own model of growth
with Chinese characteristics, a model that could be adapted to a country yearning of
economically grow but committed to its own national cause. The gradual implementation
process of the reforms and the simultaneous changes in the political and social institutions
allowed the well-known economic miracle and gave confidence in a different but successful
model of development.

The opening up and the period of reforms that characterized China in the last quarter of century
have been the springboard that led it to be one of the most powerful economies of the world,
but after this era of great change and advancement, China is now demonstrating the ability to
be the main player in the international stage and to be on the front line for the shaping of a new
model of globalization.

After the deep analysis about China’s historic and economic changes and the big political and
social transformation it witnessed, China’s orientation and future strategy, which embodies the
wider project to achieve a “harmonious, prosperous and modern society and a shared destiny
community”, has already started, but the road undertook seems to be the one of detachment.
The indifference for the system of values and institutions that have been the representative
model for all the previous centuries, especially western-style and therefore based at the
economic level on the freedom of markets, deregulation of financial transactions and high
interconnection among countries economy, and at the political and social level based on the
recognition of civil, social and political rights, is undoubtedly increasing and its consequences
are in part already visible in China’s engagement with some of the countries involved in the
projects of the Belt and Road Initiative.

The Belt and Road Initiative, the huge proposal launched by Chinese president in 2013 that
aims to create a network of interconnected, developed and economically cooperative countries
through the construction of new infrastructures, energetic projects and people connections will
involve the greatest number of countries in a unique plan and it is the most evident
demonstration of the new role acquired by China in the international stage.

Through the proposal of the BRI, China explicitly makes evident to be ready to take the reins
and lead the future international development with its own rules and to propose itself as a model

of development that also other developing countries could follow. Being an initiative of
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enormous scale, the Belt and Road is now at its first steps, there are a lot of projects that still
wait to be approved and other that have to be discussed, but China is already active in launching
diplomatic agreement with the countries involved and in proposing institution frameworks in
order to regulate relationships among those countries.

The implications of the Belt and Road Initiative in the globalization process that were the main
questions this dissertation has tried to answer are at the end of this deep analysis multiples and
complex. Leaving aside the geopolitical discourse and thus the outlook of a balance shift the
BRI may have or will have in the next future and with it the changing relationship with the
other economic powers alongside with the eventuality of a different geopolitical order, the
BRI’s implications at the level of values, norms and institutions are maybe the most implicit
and for now less evident outcomes, but those that probably will have the greatest impact in the
next years.

To better understand the final analysis and thus the conclusions this dissertation has arrived, is
necessary to distinguish the implications in the different discourse of values, norms and
institutions in the context of the Belt and Road Initiative and the significance they acquired.
The approach and thus the norms through which China is carrying on its relationship and is
implementing the BRI’s projects with other countries is firstly characterized by a diplomatic
foreign policy in which is given particularly importance to the development of regions and to
the dialogue among the different countries’ realities; moreover, the diplomatic innovation is
realized through the establishment of new institutions and frameworks in order to facilitate the
relationships and in particular to advance cooperation. The policy coordination is actually the
way through which the projects are implemented in the context of the Belt and Road Initiative,
that is the interaction between two or more parties involved in the same project in which it tries
to mutually adjust different interests, goals and actions in the wider international system. The
“16+1” platform China established with CESEE countries is a concrete example of how the
project are implemented in the BRI despite the small dimension of the region and the no long
relationship this region has with China. In the central Asian region, in which the BRI’s project
are larger and the countries involved are mostly developing ones, China is maintaining a strong
presence trying to sign diplomatic agreements, promoting the regional development of these
areas and economically financing the infrastructural projects.

The norms that govern the implementation of the Belt and Road project and the approach
employed by China with the neighbouring countries have great implication in the future
international system because they demonstrate China’s ability to propose new development

ideas and the capability to establish new types of agreement and institutions. China has not
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only claimed its role in the global stage but is setting its own norms and rules, shaping it with
its own characteristics.

The proactive role China is taking in the BRI implementation, proposing its own experience
and imparting development lessons alongside with the recognition that it is obtaining, make
the possibility of an economic and ideological shift in the global economic paradigm
increasingly tangible, and with it an exclusive change towards a globalization with Chinese
characteristics too.

The policies coordination actively promoted by China in the realization of the BRI projects is
essentially marked by flexibility, an approach much more orientated to establish coalitions
between different countries and new institutions with different regulations instead of creating
common standards of multilateral cooperation and rely on the existent formal international
institutions. China is actually mainly engaged with countries in which the regulations and the
formal institutions that govern the international cooperation and the economic exchanges are
less strong and allow China to freely manage and expand its interests. The countries of the
central Asian region or the ones in the Pacific areas are aware to cannot compete with the Asian
giant, the investment they received for the infrastructural or the energetic projects are directly
financed by institutions such as the AIIB or the Silk Road Fund in which China is the main
investor; the countries in these region actually developed a form of dependency on China that
is slightly different from the official discourse of win-win cooperation and mutual benefit so
much promoted by China’s policy-makers.

Although China expresses the aim of strengthen the mutual confidence, increase the economic
exchange and create a more solid cooperation with the BRI’s countries, the decisions made by
China in these few years seem demonstrate more the willingness to encourage new ideas,
concepts and rules than find an accordance with the pre-existent ones.

China’s international cooperation approach is therefore in contrast with the set of rules,
regulations and formal institutions until now employed in the international cooperation and
respected by the Western countries in the context of globalisation. The difference within the
different cooperation methods between China and Western countries, particularly the European
ones that more than others are directly involved in the Belt and Road Initiative, reflects a
significant diversity that includes not simply the economic sphere but the wider political and
ideological one, a world’s perception that is dialectic and flexible and live together with
internal and external contradiction. A world’ s perception thus, placed at the opposite of the

formally regulated and democratically ruled one typical of Western countries.
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The paradigm of values, norms and regulations on which the international relationships have
been regulated for years and have governed the global cooperation and the exchanges among
countries seem do not be accepted by China and its policy-makers. Although the official
discourse of Chinese leadership about BRI continues to strongly affirm and promote a
globalization path that is different from the previous one because more inclusive, equal, and in
which all countries, in particular the developing ones, will benefit; despite the promotion of a
win-win cooperation, the increase of connectivity and people-to-people exchange and using
the words of Chinese President Xi Jinping, an “all-directional, all-dimensional, network-based
connectivity”, what is actually emerging is an approach deeply based on Chinese
characteristics and values. The Chinese leadership do not intend to embrace the Western set of
values and the democratic politic system, rather, it is committed to challenge the legislation
unity promoted by the global agenda; China maintains an authoritarian political system that
rejects democratic values and support a different understanding of human rights based on
“Asian values”, encouraging an idea of rule of law with Chinese characteristics in which seems
that the party’s will is more important than law.

China’s orientation in the context of the Belt and Road Initiative and thus in the context of
globalization is part of an idea of development marked by efficiency and economic growth, in
which values, norms and formal institution seem to be subordinated at the material gain. It is
exactly this idea of development that China is exporting in the neighbouring countries through
the implementation of the Belt and Road Initiative, promoting it as a successful model to
achieve economic development and financial independence, following the footsteps of China’s
“great rise”.

On the other side, the increasing position China is assuming in the global order, the economic
power acquired in the years that make it the world’s second largest economic power after only
the US, allowed China to take real responsibility in the international stage and having a real
weight in the external balance. Therefore, China has the power to promote and shape new
international relationships introducing authoritarian values, principles and ideas that
completely detached from the Western ones and to find consensus and acceptance mostly in
developing countries in which the desire to reach the economic independence and development
seems can be subordinated to democratic principles.

Still further, China seems able to take advantage of an international situation’s timing in which
the old powers are extremely vulnerable; the US economic and political hegemony has been
called into question as consequence of a greater disregard about global governance issues and

a stronger focus on internal interests. Moreover, the increasing nationalistic movements rising
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in Europe and the migratory question result in undermining the European unity and the values
hold it together. The crisis of values along with the economic crisis without a viable alternative
may represent the fertile soil to the evolution and the success of the development model
promoted and exported by China. The successful but authoritarian development model
characteristic of China’s experience may start to be seen as a concrete alternative to the
democratic one that is losing its support within Western context due to an historic contingency
characterized by economic crisis and values weakness. Such a backdrop, that is becoming
every day more realistic, may be a threat not only at the economic level due to China’s
economic power and its contribution in the international economy as the major economic
driving force, but mostly at the politic-institutional and social level due to the lack of
democratic values and norms that characterize Chinese political system. As it has been
analysed, China is and want to be a strong authoritarian and not free country, marked by an
intense political and social supervision; if actually China become a potential model, not just an
economic one but an institutional-political model, this may be a tangible threaten to democratic
values and civil freedoms hardly achieved through years of political struggles by other
countries.

As a matter of fact, in China, the democratic transition may not represent the ordinary political
evolution to the economic development as well as the development of any critical thinking;
nowadays, China is characterized by a basic contrast between the official discourse in which is
promoted a future strategy aimed at the achievement of a “modern and democratic society” and
an “inclusive, mutual benefit globalization” and on the other side the real actions taken by
Chinese leadership characterized by more concentration of power, control and flexibility in the
international field.

The Belt and Road Initiative is not simply China’s most ambitious economic, infrastructural
and international project and the real eventuality of a new global order, but more implicitly it
is a potential shift of democratic values and institutions that until now characterized the
globalized world. If a change of position toward east and toward China is at this point a process
that could no longer be stopped, the homologation to the Chinese system of values should be
avoided because it would be an involution in the achievement of civil society, the recognition

of the political rights and the civil liberties.
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