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Prologue

Keys to
Understanding
China

Counterpart, competitor, or systemic rival? Or perhaps, all three at
once? The truth is that the People’s Republic of China has become an un-
avoidable factor in the international arena. Trade, climate change, resource
exploitation, investments, networks — none of these issues can be seriously
addressed without considering China’s growing role.

In a context marked by wars and geopolitical tensions, we must closely
observe and, above all, learn from what is explicit and what is not in Chi-
nese politics. This applies to Latin America and the world. The confronta-
tion between two models of society is evident in various areas. The «shared
destiny of the human community» will no longer be directed by the West.
Shi Ming quotes Xi Jinping as saying so. Our author warns that China «may
be dangerously approaching the high-tech level of the United States». Tim
Riihlig cautions that, to enhance its normalization capacity, «China has
carefully studied Western approaches and selectively modified these prac-
tices to serve its own state economy».

Regarding the economic sphere, Alicia Garcia Herrero asserts that «sus-
tained growth has kept China’s labor costs low for an extended period and
helped it remain competitive globally». This is one of the factors explaining
the Chinese economic miracle and the achievement of lifting 8oo million
people out of poverty. The flip side is the repression of human rights, as not-
ed by the author Alicia Hennig.

China poses a challenge to democracy and freedom. Its economic and
technological achievements position it not only as a regional but a global
power. It is evident that behind the soft politics and the irresistible offers of
its colossal market lie geopolitical objectives. Behind export opportunities,
there are risks that it is advisable to identify in a timely manner.

Aya Adachi emphasizes that «Latin American countries benefit from the
expansion of markets for their raw materials. At the same time, they face
competition from Chinese products, which can create pressure on local in-
dustries». Juan Pablo Cardenal, on the other hand, highlights that «com-
modity prices were sky-high, and Chinese demand strongly boosted the
GDP of many countries». He concludes that «the new world emerging from
the pandemic is the end of globalization as we knew it and the emergence of
two ideologically and geopolitically opposed blocs».
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The key components of soft power are culture, political values, and for-
eign policy. Author Vladimir Rouvinski warns that through these, «Chi-
na seeks to recruit governments and peoples of Latin America to support
its new global initiatives that aim at redesigning the architecture of the fu-
ture world order». The flip side of soft power is the military ambitions of the
Asian power. Author Meia Nouwens asserts that «the People’s Liberation
Army is the armed wing of a political party rather that a country’s military».
Regarding China’s power, «the structure of the reforms, and the types of ca-
pabilities that China has focused on building through reforms and procure-
ment, point towards building a force that can achieve reunification by force
if so required by China’s leadership».

Author Zsuzsa Anna Ferenczy analyzes the issue in the context of the
aggression against Ukraine and concludes that «the strengthening friend-
ship between Russia and China advocates for an order based on the will
of the strongest». David Merkle wonders how a successful recalibration of
policy toward China can be achieved. He concludes that «China under Xi
Jinping has embarked on a course that increasingly portrays the West as an
adversary. China seeks to counter universalist claims with its own values,
ideas, and norms». This makes it essential to focus on one’s own resilience
for any interaction with China.

The scenario is complex, and the wars of recent years show how quickly
the peace considered guaranteed for the last decades can be lost. The Peo-
ple’s Republic of China is undoubtedly an unavoidable player. On the one
hand, it offers its colossal market, and on the other hand, it shows its teeth
when it comes to Taiwan or access to limited but indispensable resources
for Western economies. Latin America has in China a buyer for many of its
products, but more importantly, an eager buyer of commodities interested
in conditioning their marketing and imposing their rules of the game.

From DIALOGO POLITICO, we want to stimulate thoughtful reflection on
this gigantic challenge that seems not always to be sufficiently recognized
by authorities, political parties, or the public opinion in Latin America. It is
not a time to believe naively in seemingly generous offers. On the contrary,
it is necessary to read the fine print of contracts and agreements.

«The enthusiasm in Latin America resembles ours (in Eastern Europe)
a decade ago», states Martin Hala in an exclusive interview with p1ALO-
Go poLITICO. The Czech expert warns about the implications of free trade
agreements with the communist power. The Chinese government is pursu-
ing a project that expresses the intention to reorganize the world order.

The survival of democracy, of the rule-based order, of the unrestricted
validity of human rights is at stake. To face this challenge, learning is essen-
tial. Understanding China well is the first step to engage effectively with it.
We hope this special edition contributes to this learning process.

Sebastian Grundberger and Manfred Steffen
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Dealing with
China: How Can a
Recalibration of China
Policy Succeed?

DAVID MERKLE



In the era of geopolitical conflicts, the question of a successful
recalibration of China policy arises. Competition with the
communist leadership in Beijing requires improving one’s
knowledge of China and strengthening one’s own brilliance. To
convince others, one has to convince one’s own players at home.

It's September 2013, a balmy late sum-
mer evening in the heart of Shanghai. The
restaurants and bars in the central district
of Jing’an are quite full. There is a palpa-
ble sense of lightness among the young
people, reminiscent of years past in Chi-
na when the country’s economy surged at
almost double-digit rates. Optimism was
the hallmark of the country and many
dared to try something new. Despite the
authoritarian reins with which the ccp
firmly shaped the country, delegation
after delegation visited China to strength-
en bilateral ties. Agreements were signed,
a high degree of mutual respect and com-
mitment shaped the relations, guided
by the overall aim of contributing to the
prosperity of their respective societies.

Nearly a decade later, the global pub-
lic opinion towards China has undergone
a fundamental shift. The official Commu-
nist Party narrative attributes this change
to “ideological thinking” among Western
political countries, claiming they are “in-
fluenced by the US and aim to curb Chi-
na’s global growth”

This narrative, however, overlooks that
China under Xi Jinping has embarked on a
course that increasingly portrays the West
as an adversary. China seeks to counter
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+ China under Xi Jinping
has embarked on a course
that increasingly portrays
the West as an adversary. «

universalist claims with its own values,
ideas and norms. Under this premise,
Chinese interests are pursued based on a
logic that views a weakened West as nec-
essary to ensure a favourable environment
in which China can safely operate. Many
aspects align with this core idea: China’s
trade and industrial policies, its geo-eco-
nomic and geopolitical strategies, and
China’s military trajectory.

Under this premise, how can we deal
with the communist leadership in Bei-
jing, a leadership that frequently asserts
a commitment to providing ‘global pub-
lic goods, particularly to countries in the
Global South? What about our values and
ideas when they may no longer align with
those held by many members of the in-
ternational community (not the societies
themselves, but their respective political
leaderships)? And where is it crucial to
take firm stance to show China the limits
of its revisionist actions and prevent the



deterioration of an increasingly unstable
international order?

The phrase “China has changed, there-
fore our policy towards China must also
change” opens the German Strategy on
China, released in July 2023. This senti-
ment is shared by large segments of the
political spectrum in Western democra-
cies, and serves as a helpful starting point
for our deliberations on China.

China can be a partner in those areas
where the world needs initiatives to joint-
ly address common challenges. Specifi-
cally, in fields like healthcare, innovation,
and the provision of sustainable solutions
to enhance individuals’ livelihoods -such
as by comprehensively reducing co2
emissions. In a nutshell, we can best work
together in areas which are not limited to
national challenges and where we need to
find long-term solutions that benefit glob-
al wellbeing. In general, a partnership is

realistic if national interests and the mere
pursuit of competitive advantages do not
supersede the intent to cooperate.

However, as non-state resources in-
creasingly align with serving national and
party interests, the landscape grows more
complex.

The economic focus on diversification
strategies, widely debated in the Europe-
an context under the term ‘de-risking’; the
creation of a risk matrix to assess devel-
opments in the Chinese environment; and
the broader general objective of building
resilient supply chains, all point to a di-
rection where private entities interact in
an even more risk-prone international en-
vironment. In a changing political land-
scape, market economies must delineate
industrial policies that do not prioritize
protectionism, but instead provide a set
of tools to compete against heavily sub-
sidised counterparts. This could involve
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establishing screening mechanisms and
adopting new policy instruments. Build-
ing resilience on a political level also in-
volves considering steps rooted in a clear
set of guidelines that could eventually es-
calate the costs for any potential retaliato-
ry measures.

Strengthening ones resilience must
become a benchmark for any interaction
with China. China has risen to become
a leading force in discourse. Domestical-
ly, China achieves this because there are
hardly any spaces for critical discourse on
its sensitive internal developments. How-
ever, this by no means makes the Chi-
nese system a superior one. On the con-
trary: Chinas vulnerabilities become
more visible as the flow of information
becomes less transparent. To engage with
China on equal footing, the fear of con-
frontation needs to be abandoned, and
even more, a renewed sense is required to

KEYS TO UNDERSTANDING CHINA

+ In the age of geopolitical
conflict, enhancing
expertise on China
becomes a necessary
requirement highlighting
the need for a clear
direction.

unequivocally label wrongdoing as such.
This particularly applies to China’s direct
and indirect support for Russia and Iran.

China must be convinced that the an-
ti-Western course that is being pursued
in many policy fields, and reflected in
China’s foreign policy behaviour, direct-
ly undermines Europe’s and many global
partners fundamental interests. This also
requires addressing own interests vis-a-vis
Chinese interlocutors much more clearly.
Through dialogue programmes, enhanced
proficiency in Chinese language, and the
will to openly address disputes.

In the age of geopolitical conflict, en-
hancing expertise on China becomes a
necessary requirement highlighting the
need for a clear direction. Injustice re-
mains unjust. Upholding what’s right and
strengthening one’s radiance remains the
essence of competitiveness. To convince
others you have to convince your play-
ers at home. This also applies to everyone
seeking a sense of lightness for themselves
and their country, keeping an optimistic
vision for the future - just like the many
young people in Shanghai.

DAVID MERKLE

Desk Officer China,
Konrad-Adenauer-Stiftung.



During Xi Jinping's visit to Prague, Chinese citizens greeted him with the Chinese flag. March of 2023.

Martin Hala:
«The Economy in China
is not Independent
of Politics»
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The director of the Czech agency Sinopsis asserts that the Chinese
Communist Party’s government is actively engaged in a project
aimed at reshaping the global order. Within this context, he explains
the role of free trade agreements and economic cooperation in the

terms defined by China.

Martin Hala is a sinologist, professor,
founder, and director of Sinopsis, a joint
project between AcaMedia and the Insti-
tute of East Asian Studies at Charles Uni-
versity in Prague.

He studied in Prague, Shanghai, Berke-
ley and Harvard. He was regional director
for Asia Pacific at Open Society Founda-
tions. Synopsis aims to present a period-
ic overview of developments in China and
their impact on the outside world from
the perspective of Czech, Chinese and in-
ternational observers.

—Free trade agreements with China
is a big topic. What recommendations
would you offer to governments contem-
plating the implementation of such mea-
sures?

—I would probably tell you to be a lit-
tle bit more careful, when considering an
FTA-arrangement with the People’s Re-
public of China for several reasons. One
of them is that it would probably be a
rather asymmetric relationship because
there isn’t that much that Uruguay can ex-
port to China but there is a zillion kind of
products that would be imported from the
People’s Republic of China. I could imag-
ine that an Fra would lead to a flooding
of the Uruguayan market with Chinese
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goods and the State in Uruguay would
lose some of the basic leverage, like set-
ting control on the imports of goods.

The second one is that agreements and
trades in the People’s Republic of China
are most of the times viewed slightly dif-
ferently and have different legal values.
The fact you have an international agree-
ment does not necessarily mean that this
is the ultimate solution that will be ful-
ly and equally observed on both sides. So
apart from official trades or agreements,
like potential Fras, the Chinese govern-
ment, which is a party-state, basically a
government that is run by a political party
in a very concentrated top-down way, can
impose a number of other arrangements
that will actually undermine the commit-
ments in the FTA.

You might remember the Australian
case when Australia fell out of favour with
the Peoples Republic of China because
they demanded an independent inqui-
ry into the origins of the covip epidemic
and this was after they had signed a Free
Trade Agreement and a number of other
trades with the People’s Republic of Chi-
na. Yet the People’s Republic of China was
able to implement undeclared limitations
on neutral trade. Basically, undeclared
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+ This specific environment
is a party-state, a Leninist
social arrangement where

a political party, which is
not really a political party
per se, essentially controls
everything including

the economy.«

boycotts, specifically in coal and some ag-
ricultural products like wine, despite the
existence of an official trade or document.
It’s the way the political system works and
the way the political system defines the
economic system in China. They are more
than capable to impose non-economic ob-
stacles and barriers in mutual trades.

So, for these two reasons I would be
very cautious in thinking about FTAs.

—You said that the enterprises in Chi-
na are never only driven by economical
thoughts but also by political ones.

—Yes. The Chinese companies, includ-
ing the private ones, operate in a specific
environment. This specific environment
is a party-state, a Leninist social arrange-
ment where a political party, which is not
really a political party per se, essentially
controls everything including the econo-
my. They always need to take into consid-
eration the preferences of that particular
political party, in this case the communist
party of China.

The economy in China is not indepen-
dent of politics. The political system di-
rectly impacts the economics in a very
direct way so Chinese companies can nev-
er consider only the economic aspects of
their activities.

—Have you observed this kind of prob-
lems also in other countries in America?

12

—1I grew up in a Leninist system, the
communist Czechoslovakia before 1989.
It is basically the same system. It is a Le-
ninist system. But in the case of China, it
has been “improved” a lot. It is like Lenin-
ist system on steroids. I have experienced
the hard way how this system works. The
innovation of the system in China is that
they manage to coopt all sources of ele-
ments that would be sort of falling apart
in the original Leninist system. The origi-
nal Leninist system never really imagined
that they would introduce market mecha-
nisms. Lenin himself tried to do that on a
much smaller scale in the 1920s when he
introduced the New Economic Policy, you
probably remember that from history. So-
viet economy was collapsing, and Lenin
tried to save it by introducing these lim-
ited market reforms. But they were very
limited in the case of the Soviet Union. In
the People’s Republic of China after 1978
that happened on a much larger scale.
These reforms were so much bigger than
the Lenin’s reforms in the twenties. The
difference is in scale but not in substance.

Essentially you coopt supposedly for-
eign elements into the Leninist system,
but you make sure that these foreign ele-
ments only operate within this sandbox. A
limited space where the communist party
is still in control and can change the rules
whenever they find it necessary.

—You said that China’s rising should
be observed as a global phenomenon.
What is the role of South America?

—Yes. The rise of China, in particu-
lar the ambitions of China, or to be more
specific the ambitions of the leadership of
the communist party of China, are global.
And there is something that may not be so
clear ten years ago. Today it is expressed
in a number of Chinese owned initiatives
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and documents. In the last year, three ma-
jor initiatives have been introduced by the
People’s Republic of China and they’re
all being called global. Such as the glob-
al development initiative, the global secu-
rity initiative, and the global civilisation
initiative. The Communist Party of Chi-
na now has these rather vague but never-
theless clearly expressed plans for a rear-
rangement of the global order. They have
their own ideas about how the global de-
velopment, the security arrangements and
the civilizational relationships should be
organized globally.

—There are some countries in South
America which have very close relation-
ships with China in this moment.

—1It reminds me of the optimism and
of the hopeful thinking that we had in
eastern Europe ten years ago. I under-
stand that it’s driven by similar motives,
mostly economic and that a lot of people

KEYS TO UNDERSTANDING CHINA

do not take into consideration the politi-
cal aspects because they think it is a pure-
ly economic relationship. I think the expe-
rience of Eastern Europe could be helpful
for Latin America because it has shown
that it is never only about economy, there
is always politics in the background.

—Others have created a special
bond... like Venezuela.

—Personally, I am quite surprised that
the case of Venezuela is not discussed
more in Latin America. I would expect
the people in Latin America to pay clos-
er attention to what has been happening
in Venezuela because it is a striking case.
It is a case in which the Chinese footprint
looks rather large. There’s been a huge in-
vestment in Venezuela, I think it’s valued
around 60 billion dollars within the frame-
work that the BRI (Belt and Road Initia-
tive) it’s not being fully accounted for. This
certainly doesn't seem to have improved

13



the economic situation on the ground. An
investment of that magnitude should leave
some positive impact but I'm not sure that
you can find that in Venezuela.

I was surprised how little attention
people seem to pay to it. I was told that
Latin America, despite of being one con-
tinent, sharing one language and having
very similar cultures people do not of-
ten care much about what is happening
in other Latin American countries, es-
pecially those who are far away. But not
only, even in Colombia, which is Venezu-
ela’s neighbour and has a large immigra-
tion and refugee population coming from
Venezuela.

I could imagine that eastern Europe
seems to be far away from this continent.
But Venezuela is right here, right? So why
doesn’t it resonate more?

—Two very interesting words: invest-
ment and acquisition.

—That was the case in the Czech Re-
public, where this one company that sup-
posedly invested heavily in the country in
fact was just buying stuff that was already
there. So those are not investments but ac-
quisitions. The distinction is important
because investments stimulate the econo-
my. Productive investments stimulate the
economy by creating new wealth, creating
new jobs. But if you acquire something just
by acquisition, if you buy some real estate,
nothing really changes in the economy. It
is just a different owner, but it doesn’t have
any direct impact on the economy.

—What about country security and
communications-related investments?

—The first thing is that you have to un-
derstand the nature of the political system
in the People’s Republic of China when you
think about the security aspects of the eco-
nomic relationships. For a very long time

14

in Europe and in particular in Eastern Eu-
rope there have been very open economies
with a very few requirements in terms of
security. Nobody until recently thought
about security in the context of economy.
Nobody even thought about economic se-
curity. We had these 30 years of unfettered
globalization, it was a flat world, the only
thing that mattered was economic efficien-
cy. If you can produce stuft cheaper in the
People’s Republic of China or buy it cheap-
er there. That was all that mattered.

For instance, in Europe in most cases
the public bidding was always based on
price. So whoever offered the lowest price
won the contract by default. And if they
didn’t, they could take you to court for
discriminating against them. That has
changed recently so gradually these secu-
rity concerns have been introduced even
legislatively, giving the decision-makers
the power to discriminate against cer-
tain venders on the base of their reliabil-
ity. There is this notion in many Europe-
an countries now of insecure or unreliable
venders. Which makes a big difference be-
cause even if these venders offer you the
lowest price you don't have to automati-
cally give them the contract. And they
cannot take you to court, because you’re
covered by this notion of unreliable or in-
secure vendor.

That was introduced in the debate
about Huawei, a typical example. They
come into a place where they usually un-
dersell everybody else by some 30% so in
most cases you just have to take them by
default because you’re dealing with pub-
lic money and as the cheapest offer you
have to give it to them. If you don't they
can take you to court. Nowadays you can
no longer do that because people realized
that apart from the economic efficiency,
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apart from the price, there are other as-
pects that you need to take into consid-
eration in long terms, especially in sen-
sitive sectors as telecommunication and
strategic infrastructure. It is not just about
the price it’s about national security and
in terms of price you have to think long
terms. Even though the contract may be
cheaper today if it turns out that it is in-
secure in the future, and you have to rip it
up and replace it with something else, it’s
actually costlier that if you went from the
very beginning for a more expensive op-
tion. So the thinking about security and
economy and economic security has been
changing certainly in Europe and the US
and some other parts of the world. I'm
not sure how it works in Latin America.
But I would think that a lot of countries
are still in that mode doesn’t consider eco-
nomic security as important.

—The People’s Republic of China in-
vites people from all political parties to
visit them and learn about their model.

—We had a period of several years
where there has been a massive move-
ment of people under the rubric of 16 + 1,
BRI, strategic partnerships and so on. Ev-
erybody was taken to China. Even people
who did not seem to have any particular
influence on the society did travel to Chi-
na. It was really massive. It was probably
tens of thousands of people. And similar-
ly, a lot of delegations came from the Peo-
ple’s Republic of China.

Now the people who went from Czech
Republic very often didn’t recognize that
this is an organized program, so they
thought about it as a sort of exchang-
es that you could have with any other
country like with Austria or the Nether-
lands. They thought that the city govern-
ments in China were exactly like their
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+ Everything, all the power
is concentrated in the
hands of the Communist
Party’s leadership.

Which leads to massive
corruption.

own city government. Or the universities
exchanges who went from the Czech uni-
versities would think that the receiving
party would be at the same level as their
own. But it is not exactly like that. Every-
thing is organized from the top. There
are special agencies that specialize in or-
ganizing these exchanges, like The Chi-
nese People’s Association for Friendship
with Foreign Countries (CPAFEC). This is
an agency that is run by the United Front
Work Department Central Committee of
Chinese Communist Party (UFWD).

The basic problem with these exchang-
es is that there is an asymmetry again. You
are not looking at you peer on the other
side. The peer on the other side is part of
a whole system that organizes these ex-
changes with the purpose of advancing
the goals of the Communist Party of Chi-
na. That does not exist on this side. If you
go to China, it’s not like there is a whole
bureaucratic structure in Uruguay or the
Czech Republic that is going to prepare
you. There is this basic asymmetry which
kind of points out how dangerous it is.

—One word that is unfortunately
very important in south America and
Uruguay is corruption. What is the role
of China in this topic?

—This is a huge topic. Corruption is an
essential part of the Chinese political sys-
tem exactly because of the concentration
of power. Like they say absolute power
corrupts absolutely. Corruption of course
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exists everywhere. It’s part of every soci-
ety. But in most countries, it will be dealt
with through checks and balances. The
power would be controlled by others. That
is the basic idea of division of powers. That
different parts of the power establishment
control each other. That is not existing in
China. Everything, all the power is con-
centrated in the hands of the Communist
Party’s leadership. Which leads to massive
corruption.

The Chinese of course realize it them-
selves, they are quite worried about it, be-
cause they see that corruption is the one
thing that could have toppled the rul-
ing position of the Communist Party in
the future. Because it creates a huge pub-
lic dissatisfaction. There were times when
they were experimenting with this divi-
sion of power, especially in the times of
Deng Xiaoping. He did not only intro-
duce economic reforms but also some po-
litical reforms. He was trying to deal with

16

the problem by empowering some other
agencies other than the communist par-
ty to control the communist party. He was
trying to reinstitute the division between
the party and the government. The idea
was that the party and the government
would control each other.

He also experimented with the em-
powerment of the press to disclose cas-
es of corruption. It was a very interesting
period. This ended with Xi Jinping. If you
read the specialized party magazine, they
describe them in some detail. Xi Jin Ping
thinks that division between party and
state went to far and that you must bring
it back so that the party can again con-
trol everything and that corruption can
be controlled not by outside agencies but
by the party itself. So that’s why he start-
ed with the anti-corruption movements,
basically by the party itself. It’s like a par-
ty inquisition, a Central Commission for
Discipline Inspection.
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—Is China influencing corruption in
South America?

—1I could not dare to talk about south
America because I do not know enough
about it. Though in other places it is a fea-
ture of the system because of the concen-
tration of political and economic power.
If you take the BRI as example, it's mostly
executed as a political deal between polit-
ical players.

Normally companies talk to each other
and make a deal to implement a project.
In the case of the BRI it’s always a polit-
ical decision at the top level. It is not al-
ways driven by economic consideration.
It is driven to a very logic sense by polit-
ical considerations and in a very particu-
lar way. The BRI is basically a contract for
big infrastructural projects financed by
the Chinese banks. So, the Chinese side
offers the implementation of the projects
through a statal. So, they basically offer
the full package and that is a huge tempta-
tion for the politicians to negotiate these
deals. The model is to inflate the overall
price of the project because is financed
by the Chinese policy banks anyways and
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then divide the spoils. It has been docu-
mented in Malaysia in major detail, in
some parts of central and eastern Europe
so you have to take that seriously.

—Small script to look at?

—I think you must look at the small
script. The enthusiasm for China and the
hopeful expectations are understand-
able because it’s a huge market. I under-
stand Uruguay is also an export- oriented
economy so it is obviously a very import-
ant market for you, but you must look at
the small print. You must understand the
systemic differences between your open
society and open economy and the Chi-
nese political system and the economic
system that is dependent on it. That will
matter in the bilateral economic relation-
ship because it will not be just about econ-
omy. It will always be to certain extends
about politics because of the nature of the
Leninist one-party-system in the People’s
Republic of China.

Interview by Doris Filipovic

and Manfred Steffen.
Montevideo, November 15, 2023.
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From World Revolution
to World Domination?



The concern of the West about China’s approach to dominating the
world needs to have insightful analysis regarding Beijing’s strategy,
confronted with the challenges it must face. Therefore, experiences
during the first Cold War may prove revealing regarding big power’s
politics to form alliances based on economic, ideological, and
military convergence of interests and question Beijing’s capability
to pursue a comparable result in a much more complex reality.

End of August 2023. Johannesburg.
Six more members joined the so-called
BRICS-Club. Worldwide, commentators
are focusing on the sole winner: China,
for having formed a club to counterbal-
ance a G 7 dominated by the “West”.

The discourse gains momentum, also
because for some time, a general as-
sumption has prevailed, which holds that
China is focusing on world domination
to replace the old hegemon, the usa. Ev-
idence for such an assumption seems too
obvious: None other than China’s Presi-
dent Xi Jinping emphasized at every oc-
casion a “shared fate of human commu-
nity”, that shall no longer be led by the
West. Chinese state ideologists like the
philosopher, Professor Zhao Tingyang,
promoted for more than three years his
thesis of “Chinese Universalism” - all
under heaven - as a much better theoret-
ical ground to put the world of the 21st
century on than any Western systems
such as the one of Emanuel Kant. A plain
language takes shape in real confron-
tations in Southeast Asia, South Asia,
Northeast Asia, and increasingly in Af-
rica and Latin America, which sees two
“combatants” pitted against one another:
China and the Usa.
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Yet, upon closer inspection, reasonable
doubt emerges: Just because the BRICS
Club, visibly driven by China as well as by
Russia, is set to be enlarged and appears
as “another club” besides the Gy, is that al-
ready a declaration of China to challenge
the West, let alone successfully? What is
the relationship between the founding
members (Brazil, Russia, India, and Chi-
na) are they led by China? Not to mention
the six new members with conflicts like
those that oppose Saudi Arabia and Iran.
Is it to be expected that China mediates
a religiously rooted conflict with a histo-
ry of centuries? The reality is much more
complex than what seems apparent, also
than what the Chinese leadership under
Xi Jinping might desire.

Three of five initial members of the
BRICS: Brazil, South Africa, and India,
none of them is truly interested in Chi-
na’s initiative to drive the process known
as de-dollarization. India still feels suffi-
ciently tied to Russia as a traditional ally
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in geopolitics. By comparison, China has
begun to weaken Moscow’s influence in
Central Asia. For instance, three months
prior to the summit in Johannesburg,
President Xi Jinping chaired a summit
with five states of Central Asia. Russia,
which views Central Asia as its backyard,
was not present. As revenge, in July, Mos-
cow invited Viet Nam, the Philippines,
and India, all three rivals to China, to a
“symposium” on the disputes in the South
China Sea that China declared as its “core
interest zone,” that it denies anyone else to
claim. This time, it was Beijing that was
not invited.

One may understand China’s efforts
in Johannesburg to be nothing more than
joining “networks” beyond the West, as a
“disobedience” of sorts and not as a real-
istic move to establish a China-centered
“Anti-Club.” Well known as such was an-
other international organization, the so-
called “Shanghai Cooperation Organiza-
tion” (sco), that was also newly enlarged
by a new member Iran, with a perspective
to include Belarus somewhere in the fu-
ture.

Again, many Western media read this,
too, as a sign of the efforts of Russia and
China to counter the overwhelming in-
fluence of Western organizations, such as
NATO and a series of new alliances still in
the making, such as AUKUS (Usa, Britain,
and Australia) and the QUAD (uUsa, Japan,
Australia, and India). Yet again, nobody
could reliably identify China as a “lead-
er” or at least as a “moderator” Rather, the
opposite: Central Asian countries are try-
ing to neutralize Russia’s grasp. Pakistan is
trying to get away from China’s economic
and military-technological control.

If neither Russia nor China could pre-
serve control over countries in their orbit,
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if Russia and China alike appear to wres-
tle with what they once could count on,
how can we be sure of their increasing
momentum to match the global challeng-
es they believe in being confronted with,
when Russia is caught in the quagmire of
the war in Ukraine as it is, for instance?

More impressive than joining mul-
tiple “clubs” like sco or BRiCs is the fact
that, until now, China has shown no signs
of forming an alliance of its own on a
geo-economic, geopolitical, and geo-mil-
itary basis. Such foundations have been
needed until now by any big power that
aims to dominate vast regions, let alone
the world. Washington formed NaTO at
the beginning of the 1950s and it remains,
even under an utterly unpredictable Pres-
ident as Donald Trump was, loyal to this
alliance.

Until the former Soviet Union in 1991
was dismantled, it remained loyal to the
Warsaw Pact at all three levels: econom-
ic (Comecom), political (Comintern), and
military (Warsaw Pact). None of the ma-
jor disputes with the other side was taken
and performed without involving NATO:
during the Cuban Missile Crisis” (1963),
in the “Six-Day War” (1967), in the Middle
East and into the Gulf War 1991 and the
war in Kosovo (1999). On the side of the
former Soviet Union, we count the inva-
sion of Czechoslovakia (1967) and the war
in Afghanistan (1979). The importance
deriving from this practice of block build-
ing, also in the economic sense, has been
global throughout the entire Cold War.

The experience of the Cold War might
prove to be enlightening. Many are al-
ready talking about a Cold War 2.0, with
China as the main adversary to the West.
If so, the logic would read as follows:
Mighty were the former Soviet Union
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++As for natural resources,
the competition is raging
in Africa, Central Asia,
and Latin America. «

and the usa for over four decades. Each
of them was and is able to ruin our world
many times over by the power alone of
their nuclear arsenals. However, even the
two could not dominate the world with-
out a firm and reliable alliance in none of
the three senses: ideologically, econom-
ically and militarily. What makes us be-
lieve that this seemingly “iron rule” of
building and promoting a long-lasting
and reliable alliance would not apply to
newcomer China? Would China not need
a geo-economic sphere of influence, at
least, to converge the basic interests of
many countries, making them dependent
on Beijing like those in Eastern Europe
once depended on Moscow?

One may notice that forming a com-
mon political basis for an alliance would
not be easy because, for Beijing, neither
the Communist ideology nor a world re-
ligion like Islam is readily available for
allies to join. Militarily during the Cold
War, the former Soviet Union indeed
many times outclassed their adversary.
the Usa, in terms of high-tech. Until now,
even severely concerned American strat-
egists contend that in some areas, Chi-
na “might be getting dangerously close to
the high-tech level of the usa.” A substan-
tial “overtake” has barely been confirmed.
Wouldn’t this make a military alliance
more paramount for Beijing today than
it was for Moscow during the Cold War?
Are we not already witnessing the first
steps from China to cautiously approach
Vladimir Putin?
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The most compelling distinction be-
tween the confrontation between the us
and the former Soviet Union during Cold
War 1.0 and the upcoming conflict be-
tween the West and China is the fact that
both camps were separated as systems in
all three dimensions. Thanks to its “Open-
ing-Up politics” for three decades, Chi-
na has been interwoven into the world
economy. As for factual dependencies
that emerged between Western industri-
alized states and China, in some areas,
economists are seeing Chinese domina-
tion related to rare earth as a resource,
quantum-physics as a high-tech, and
car-making industry as a question of mar-
ket volume.

However, of all three, none possess the
potential to reliably indicate a predestina-
tion for future development. As for natu-
ral resources, the competition is raging in
Africa, Central Asia, and Latin America.
There, China is a remarkable player but
by no means an unchallengeable hege-
mon. Besides the usual suspects, the usa,
the Eu, Brazil, and India, and to some de-
gree, Russia all are also chasing resourc-
es in Africa. African countries, countries
in Central Asia, Latin America, and else-
where stand to benefit from this. They are
trying to balance between different com-
petitors much like Brazil is trying to bal-
ance out China’s desire for Australia’s ores
or Kenya trying to neutralize China’s in-
dustrial investment into its railway sys-
tem. Nowhere could China claim a last-
ing economic sphere of influence like in
the Cold War, as the usa once viewed Lat-
in America, and the former Soviet Union,
the entire Eastern Europe.

As was the case during the Cold War,
now the monetary momentum ceases to
play the only decisive role. Geopolitical
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tension worldwide contributes its share

to impact, if not to determine the com-
petition. Thus China’s mercantilist poli-
tics, like the “One Belt One Road” strate-
gy, are fading. 17 plus 1 Cooperation with
Eastern Europe has shrunk to 14 plus 1,
with Italy on the verge of quitting China’s
offer. Due to geopolitical tension, Paki-
stan, known as “a friend for all weathers,”
is drifting away from China’s investments
that aim to “buy” the geopolitical fidelity
of Islamabad. Pakistan again approaches
the us and favors the F16 to upgrade its
air force rather than the Xiaolong 100, a
co-production and a strategic project with
far-reaching consequences that has been
run by China for more than two decades.
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Not to mention the newly reached “Camp
David Agreement” between the us, South
Korea, and Japan not merely to strength-
en their alliance, but also to declare their
commitment to contain China’s effort in
the South China Sea, where countries like
Vietnam and the Philippines are anyway
trying to gain more economic indepen-
dence from China.

Not even Africa remains loyal to Chi-
na as the major donator. In May 2020,
the first year of the covip-19 pandemic,
23 African ambassadors jointly protest-
ed in Beijing against “racist discrimina-
tion of Africans by Chinese in China,” a
troubling phenomenon that had lasted for
three decades without any of these ambas-
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sadors ever voicing their disapproval. But
in 2020, their protest note was copied and
submitted to the United Nations in New
York and the African Union. Finally, the
protest was soon backed by all 34 African
countries. Considering that almost the
entire continent was longing for Chinese
aid in money and vaccines, within weeks,
numerous African countries demanded a
debt cut of epic proportions from Beijing.
It worked.

Beijing reluctantly accepted the pain-
ful sacrifice, beginning with a debt cut for
Kongo, a country rich in rare earth, which
is essential for China’s semiconductor in-
dustry. However, regarding specifically
the semiconductor technology, China was
facing the pressure coming from the West,
led by the usa, South Korea, and Japan,
countries that, again due to geopolitical
tensions, are now trying to cut off China
from their supply chain, knowing Beijing
is missing its own “economic orbit” that
could serve Chinese interests well. This is
generally true elsewhere, but particularly
in Africa.

Finally, the discussion about “decou-
pling,” driven by the usa under Donald
Trump and subsequently adapted into
a Western strategy called “de-risking,
means that large economies should diver-
sify their industrial production of all criti-
cal goods by shifting away from China.

China comes under unprecedented
pressure: Its established industrial scale
for producing steel, cement, glass, and pri-
mary industry machine lathes, even cars,
vanished because key players from the
USA, Japan, South Korea, Britain, France,
and Germany switched their focus away
from China towards other countries like
Indonesia, Viet Nam, and India. Also, the
market volume that kept attracting West-
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ern investment into China withered. Now,
mass unemployment and the dropping
purchasing power of the middle class,
coupled with disastrous pandemic-control
politics from 2020 until the beginning of
2023, persuade more money to leave Chi-
na, rendering Beijing’s sharpest weapon
obsolete to fight Western dominance. A
reliable economic sphere centered around
China would very much help to neutralize
the pressure. However, none with any sig-
nificant weight is in sight.

Surrounding Chinas neighborhood,
three real or possible free trade zones
of global clout are to be considered: The
RCEP includes China but is well-balanced
between many other players like Japan,
South Korea, and Singapore. The cpTTP,
led by Japan and joined by European
powers like Great Britain, kept China ex-
cluded. Moreover, the APEC is still wres-
tling with a free trade option whatsoev-
er. Meanwhile, other essential players are
speeding up efforts to build alternatives
like the FTA of the EU with Japan, South
Korea, and with essential member states
of ASEAN, Vietnam, and Singapore. The EU
has begun negotiations about an Fra with
India, yet not with China. The principally
reached ca1, a comprehensive agreement
regarding service, investments, and trade,
was frozen in 2022 by the EU due to polit-
ical disputes such as human rights viola-
tions in Xinjiang. A resumption is not to
be expected.

Remarkably, the failure of China to
build up an economic sphere of influence,
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for instance, in Southeast Asia, is partially
due to the Communist Party itself. Un-
der Xi Jinping, the ruling party of China
abandoned its doctrine to base its pow-
er legitimacy upon economic growth. A
premise that let China unbothered by
its convergence with the Western-style
economy for three decades. From his in-
auguration at the end of 2012 onward, Xi
declared that it was no longer his major
development goal that China should top
the world’s economies, measured by Chi-
na’s GDP, by 2049.

Instead, fighting dangers to Chi-
na from the outside, especially from the
West, became the utmost priority. Con-
sequently, seeking economic progress
alongside the West ceased to be a prop-
er path, despite the best insight into how
badly the Chinese economy needed ev-
ery cooperation with the West or any
other influential partner — such as with
BRICS or member states of sco. Interest
conflicts with everyone else, also those in
both “clubs” “beyond the Western grasp,”
are being increasingly seen as threats to
be coped with at any cost and based on
China’s economic momentum as a whole.
In the style of Donald Trump’s “America
First,” China under Xi Jinping is pursuing
a policy that could be titled “China only”
Until now, unlike the Eu, China has not
pursued a negotiation about an FrA with
Latin America as a region. It prefers to
overpower each of the smaller and weak-
er countries by negotiating with each one
of them separately to coerce Chinese in-
terests at any cost.

Without having shaped any geopoliti-
cal and geo-military alliance that even re-
motely compares to those of the Cold War
Superpowers, and with no chance to sub-
stantially converge its economic inter-
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ests with partners in the world, the only
remaining tool to assert China’s desire to
dominate the world is a military-techno-
logical option: Arms race, coupled with
the convergence of civilian production
with a military capability (double use), ac-
celerates, and in a few areas of high tech
such as hypersonic missiles, a closing in
on the superpower UsA is a worrying real-
ity for the West which is launching an ever
more tightening boycott in all the high-
tech areas, beginning with the Five-Alli-
ance in terms of chips, consisting of the
UsA, South Korea, Japan, Taiwan and the
Netherlands.

To reiterate the open question: Com-
pared with the former Soviet Union that
many times topped the us high-tech in
real and military-industrial capabili-
ty during the Cold War, compared with
Moscow’s firm alliance in the shape of the
Warsaw Pact, China could, as it seems,
only count on itself. Would this be enough
for Beijing to turn upside down, or even
challenge, the existing power structure to-
day, let alone in tomorrow’s world?

Many factors that determine China’s
future course remain uncertain. Only one
thing is clear: the determination of the ccp
leadership to fulfill what is known as the
“China Dream” to top everyone else in the
world. One may reasonably doubt China’s
real chances to do so. Yet, the world must
remember: Mao Zedong in the 1960s

DIALOGO POLITICO 112023



dreamed consistently of a world revolu-
tion not only to wipe out world imperial-
ism but also to overwhelm the traitorous
“Socialist camp” dominated by Moscow,
meaning Maos China challenged both su-
perpowers simultaneously.

No matter how poor China was by
then, no matter how unrealistic the vi-
sion might have appeared for Beijing to
overwhelm any big power in the world,
the vision of the world revolution did help
Mao to survive all the internal, murder-
ous power struggles. As for China’s sur-
vival, in 1971, it was Mao himself who, still
dreaming of his world revolution, decid-
ed to switch China’s foreign policy away
from any socialist utopia straight ahead
into the imperialistic camp led by the usa.
Five years later, in 1976, Mao died. Soon,
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his empire vanished as China’s door to-
ward the world was opened.

With an unprecedented crisis breaking
out within China and an increasing isola-
tion from the outside world, does Xi Jin-
ping need the dream of world dominance
for the same reasons? Or could his em-
pire, without such a vision, collapse like a
house of cards as Mao’s did?
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Repression of Human
Rights in China under
X1 Jinping

ALICIA HENNIG



This article links the increase in repression under current Chinese
leader Xi Jinping to his drive for political control, party supremacy,
and ideology. It highlights a number of areas where repression has
intensified and concludes that the situation will not improve without

a major ideological shift.

When China first hosted the Olympic
Games in 2008, the country was looking
forward to a better, more liberal future -
perhaps. The Games were an opportunity
for China to show itself to the world in the
best possible light.

They took place during Hu Jintao’s sec-
ond term (2003-2013), which was already
marked by a return to ideology. Hu also
rolled back the economic and legal re-
forms of his predecessors, Deng Xiaoping
and Jiang Zemin (Shirk, 2018). However,
the Games could still be considered a suc-
cess for China, even though the govern-
ment largely reneged on its promises to
improve social conditions, human rights,
and media freedom, among other things.
Brutal crackdowns on peaceful demon-
strations in Tibet, tighter visa require-
ments, restrictions on international jour-
nalists, and media censorship surrounded
this global event.

China in a “New Era”
In 2012, just before Xi Jinping official-
ly came to power, it was difficult to say

whether he was more of a reformer or a
revisionist. Today, in his third term, noth-
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has seen the introduction
of a series of policies,
laws, and regulations

that underline a clear
and pronounced
anti-liberal stance. «

ing is clearer: Xi is a hardliner, prioritizing
ideology and political control over eco-
nomic and social development. Xi’s “new
era” has seen the introduction of a series
of policies, laws, and regulations that un-
derline a clear and pronounced anti-liber-
al stance, reinforcing the ideological drive
that began under his predecessor Hu
while intensifying repression and human
rights abuses (Shirk, 2018).

National Securily
and Intensifying Repression

One lens through which to interpret
the introduction of new laws and regu-
lations under Xi, and thus the increased
suppression of previously existing free-
doms in China, is Xi’s primary focus on
“comprehensive national security” (zongti
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guojia anquan). He introduced this con-
cept in 2014, at the beginning of his first
term. Since then, it has become a core el-
ement of his approach to governance, en-
compassing every conceivable area that
needs to be securitized - a “securitiza-
tion of everything” (Drinhausen & Legar-
da, 2022). The most important area is po-
litical security, i.e., maintaining regime
stability and guaranteeing the Party’s su-
premacy. This primary security objective
is achieved through another fifteen ar-
eas, ranging from territorial security to re-
source and ecological security, economic,
cultural and societal security, and cyber
security, to name a few. The concept is ac-
companied by corresponding laws that
have been implemented to defend against
anumber of perceived threats, such as ter-
rorism/separatism, us military and tech-
nological dominance, ideological issues
related to Western values, and organized
religions, among others.

New Laws for more Control

Some of the new laws introduced un-
der Xi mainly give security organs more
power and access to restricted facilities,
private records, and personnel, such as the
Counter-Espionage Law (2014, renewed
in 2023) or the Cybersecurity Law (2016).
While these are primarily defensive in na-
ture, other laws require the active partici-
pation of individuals and companies in the
overarching national security project. For
example, the obligation to report nation-
al security threats to state security agencies
under the National Security Law (2015) or
to assist security agencies in carrying out
intelligence work, as in the National Intelli-
gence Law (2017) (Tanner, 2017). The prob-
lem with all these laws is that the termi-
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nology and definition of what constitutes
a national security threat remain vague.
Thus, these laws can be easily exploited
and used against Chinese citizens to fur-
ther restrict their rights and freedoms. Or-
dinary Chinese citizens could also easily be
used by the state for espionage.

Other laws, such as the Counter-Ter-
rorism Law (2015), have led to an increased
build-up of military and security struc-
tures, particularly in the regions of Tibet
and Xinjiang, under the supposedly justi-
fied threat of terrorism and separatism in
these regions. However, this alleged threat
is based on a deliberate equation of the ex-
pression of religious and ethnic identities
with “separatism.” It also equates peaceful
dissent with acts of violence, in which case
security measures are indeed justified.
Thus, this law serves as a justification for
cracking down on ethnic and religious ex-
pression and has been widely used in this
context (FIDH, 2016).

Similarly, the implementation of the
Overseas NGO Management Law (2016)
stifled the international NGo landscape
and impact, as overseas NGOs since then
have been required to register with the
Ministry of Public Security and partner
with either a Chinese sponsor organiza-
tion or a professional supervisory unit
(Holbig & Lang, 2022).

Laws such as the Cybersecurity Law
(2016) and the Data Security Law (2021),
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among others, have enabled the Chinese
government to better control public opin-
ion on the internet, how data is collected
and stored by organizations operating in
China, and have made it much easier to
access this data (including from foreign
companies) in the event of investigations
(Tanner, 2017).

But Xi’s drive for national security is
not limited to the Chinese mainland. De-
spite the agreement on a 50-year transi-
tion period at the time of the Hong Kong
handover, the central government in Bei-
jing has increasingly interfered with Hong
Kong’s political autonomy. On June 30,
2020, Beijing imposed a separate nation-
al security law on the city-state: the Hong
Kong National Security Law (HKNSL). It
was a response to protests, notably the
Occupy Central movement (2014), which
was pushing for more democracy, and
protests over a planned extradition trea-
ty with mainland China (2019-2020). The
introduction of the law had a far-reach-
ing effect on the freedoms previously en-
joyed in Hong Kong, essentially silencing
any dissent.

The Ideology behind Xi’s Drive
for Political Control

The ideological backbone of all these
measures is Document No. 9. Originally
an internal communication, it was circu-
lated by the General Office of the ccp in
April 2013. The document lists seven risks
to national stability and development as
perceived by the ccp. These include West-
ern-style constitutional democracy with
a multi-party system, elections, and an
independent judiciary; universal values
such as freedom, democracy, and human
rights; civil society; a neo-liberal mar-
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ket economy; and media and press free-
dom. According to the ccp, these danger-
ous ideas are being spread by so-called
“anti-China forces” and dissidents who
are trying to infiltrate China’s ideological
sphere, which the ccp must guard against
(ChinaFile, 2013).

This document foreshadowed the nu-
merous crackdowns that were soon to fol-
low and the tightening of China’s security
apparatus through “comprehensive na-
tional security”

How the ccpr’s Document No. 9 Led
to More Repression

Of course, Xi is not the first Chinese
leader to seek to control the cultural and
social spheres of Chinese society, to re-
inforce ideology, to reject Western no-
tions of democracy, freedom, and human
rights, and to see any threat in terms of so-
called “anti-Chinese forces” and infiltra-
tion. These have been constant concerns
of the ccp since Mao, with varying re-
sponses and intensity, especially after the
1989 Tiananmen protests and massacre by
the Chinese military. What makes Xi’s ap-
proach different is indeed its broad, com-
prehensive scope and a clearly articulated
ideological basis, as in Document No. 9.

So how has Document No. 9 been
translated into reality, and what is the role
of cultural and social security in this? The
purpose of cultural and societal securi-
ty is to “avert danger before it material-
izes” (Drinhausen & Legarda, 2022). Cul-
tural security aims to prevent the harmful
influence of (Western) ideologies and
thought and, thus, focuses on suppressing
support for human rights and freedom of
expression — values clearly condemned
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in Document No. 9. Repression also ex-
tends to religious communities and spir-
itual movements because their beliefs
challenge the Party’s ideological guidance.

Societal security aims to control soci-
ety and prevent collective action such as
public gatherings and protests. This par-
ticularly affects local Chinese NGos and
activism, but also any state-independent
journalism.

On the following pages, various exam-
ples illustrate the repression fueled by cul-
tural and social security.

The Crackdown on Religious
Communities: Falun Gong, Tibetan
Buddhists and Muslim Uyghurs

The first crackdowns on Falun Gong
took place in the late 1990s. The spiritu-
al movement, founded in 1992, taught
specific meditation practices and Qi
Gong-style exercises. It attracted a grow-
ing number of followers. Members often
practiced in public places. In April 1999,
a group of about 10,000 practitioners
gathered outside the ccp compound in
Zhongnanhai. It was a peaceful protest in
response to the continued harassment and
arbitrary detention of practitioners. This
mass protest triggered a massive crack-
down. Since then, the ccp perceived Fa-
lun Gong as a threat to political and social
stability, branded it a “heretical organiza-
tion” (xiejiao zuzhi), and officially banned
it in July of that year. Propaganda cam-
paigns to smear the movement followed.
Members have been arbitrarily detained,
forced to renounce their beliefs, tortured,
and ill-treated. Falun Gong has still not
been rehabilitated.

Repression of religious communities
was then extended to Buddhism in the
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Tibet Autonomous Region (TAR) and Is-
lam in the Xinjiang Uyghur Autonomous
Region (XUAR). Repression in the TAR had
already become more concrete under Hu’s
rule.

Tibet was incorporated into Commu-
nist China under Mao in 1951 and be-
came the TAR in 1965, losing some parts
to Chinese provinces. In 2008, the ccp
resorted to massive repression when Ti-
betan monks staged their annual protest
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The largest anti-extradition protest in Hong Kong, 2019.

march to commemorate the 1959 upris-
ing. In response to the crackdown, some
150 or more peaceful protests broke out
across the Tibetan plateau and other Ti-
betan-populated provinces, which the
government put down with massive secu-
rity forces. According to Chinese official
records, four Tibetans were killed, while
the Tibetan community claims at least
100 were killed. Security forces remained
in the monasteries for months, and many
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Tibetans were interrogated, arrested, and
detained.

Repression intensified under Tibet
Party Secretary Chen Quanguo (2012-
2016). He introduced a series of securi-
ty and surveillance measures, such as the
structuring of urban centers into grids for
systematic surveillance by so-called “con-
venience police stations” with 24-hour pa-
trols. He also introduced a system of en-
couraging people to spy on and report on
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each other. Tibetan monks and nuns re-
sponded to this intrusive and repressive
surveillance system with self-immola-
tions, hoping that Xi Jinping would adopt
a softer policy towards the TAR. Instead,
Xi continued Hu’s approach. He main-
tained a hardline stance and stepped up
efforts to indoctrinate Tibetans, separate
families, and monitor and control mo-
nastic life. And he imposed additional re-
strictions on travel within and outside Ti-
bet. Security forces in the TAR often resort
to violent means to suppress and punish
what the ccp perceives as political dissent.

Xinjiang, literally the new frontier,
was a region that was permanently con-
quered, consolidated, and colonized un-
der the Qing Dynasty (1644-1912). The
administrative handling of this region
varied between the fall of the dynasty in
1911 and the establishment of the Peo-
ple’s Republic of China in 1949. After be-
ing incorporated into the PRC in 1955,
it became a so-called autonomous re-
gion, XUAR, like Tibet. The ccp contin-
ued the settler colonialism of the Qing
with even more migration of Han Chi-
nese into the region and systematic ex-
ploitation of natural resources through
its Xinjiang Production and Construc-
tion Corps (xpcc, bing tuan FH]). The
ccp had always viewed the Uyghurs as
backward because of their religion, but
its approach had previously been more
developmental. However, repression be-
came more visible during Hu’s tenure, es-
pecially after the 2009 riots in the capi-
tal Urumqi. Linked to the us “global war
on terror” in response to the 2001 attack
on the World Trade Centre, unrest in the
XUAR was increasingly seen as linked to
the so-called “three evil forces™ “terror-
ism, extremism, and separatism”. Xi later
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+ Unrest in the XUARr was
increasingly seen as linked
to the so-called

“three evil forces”:
“terrorism, extremism,
and separatism”.

claimed that Islamic extremism had in-
fected large parts of Uighur society and
driven them into terrorism. This view
led to a push for various counter-terror-
ism measures, including the implemen-
tation of surveillance measures that even
exceeded those in Tibet. Chen Quanguo
was again in control, having since moved
from Tibet to become Party Secretary of
Xinjiang (2016-2021). Under the alleged
threat of counter-terrorism, more than a
million Uyghurs and other Muslim peo-
ples of the region disappeared; they were
detained without due process in so-called
re-education camps. These facilities were
found to be linked to elaborate and ex-
tensive forced labor systems. Chen was
replaced in 2021; the ad hoc nature of the
detention and “re-education” campaign
gave way to the institutionalization of re-
pression. In 2022, the UN described the
situation in Xinjiang as cultural genocide.

The Crackdown on Chinese Human
Rights Lawyers

Document No. 9 was followed by a na-
tionwide coordinated crackdown (also
known as 709) on Chinese human rights
lawyers on July 9, 2015. This crackdown
resulted in the detention of 300 (human)
rights lawyers and other legal profession-
als. At least fifteen of them have been
charged with criminal offenses. Lawyers
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and professionals have been placed un-
der rsDL (residential surveillance at a des-
ignated location), detained, disappeared,
and even forced to confess on Chinese
television. They have also been threat-
ened, beaten, and tortured in extra-legal
secret detention centers (so-called black
jails, hei jianyu) despite China’s ratifica-
tion of the un Convention against Torture
(cAT). Similar procedures have been im-
posed on those who have spoken out pub-
licly on their behalf — a retaliation by the
Chinese government. As a result of re-
taliatory measures, the true extent of vi-
olence against human rights lawyers, de-
fenders, and other legal professionals may
be much less known.

Lawyers and legal professionals have
been an essential layer of support for Chi-
na’s oppressed, such as ethnic minorities,
religious practitioners, or imprisoned
journalists, and have challenged govern-
ment abuses. As advocates for the Chinese
people and civil society, they are seen by
the ccp as a threat to social stability that
must be contained. Therefore, in addition
to organized crackdowns, the ccp uses
basic control measures such as threaten-
ing lawyers with the suspension or revo-
cation of their or their firm’s license.

Repression continues to this day. Most
recently, in 2023, Xu Zhiyong and Ding
Jiaxi, who advocated for better civil rights,
were charged with “subversion of state
power”

The Control over Chinese Higher
Education

The various threats that Document
No. 9 defined also had a significant impact
on Chinese higher education as an exten-
sion of the Chinese government. Under Xi
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Jinping, they now must serve the govern-
ment’s purposes exclusively.

Obviously linked to Document No.
9 is the crackdown on “Western values,”
which extended to campuses and univer-
sities as early as 2015. It substantially sti-
fled open debates in the classroom.

Since Xi’s first term, Chinese universi-
ty professors have been fired or had their
contracts terminated for publicly ques-
tioning or criticizing the Party, Mao Ze-
dong, or Chinese society on the social
media platform Weibo. Other professors
have been reported by their students for
not toeing the official Party line or for be-
ing too “Western.” Milder cases of mere
“inappropriate remarks” resulted in a rep-
rimand. Some were investigated further;
others lost their Party membership. The
cases involved a wide range of universi-
ties, from the highly prestigious Peking,
Tsinghua, and Fudan universities and the
Chinese Academy of Social Sciences to
Xiamen University and more inland insti-
tutions such as Hubei or Guizhou Univer-
sity.

According to a database maintained by
Scholars at Risk, there have been a total
of 118 cases of university professors being
punished since 2012. Several of these cas-
es involve scholars from Xinjiang. Pun-
ishments ranged from travel restrictions
(12) and loss of position (23) to more se-
vere measures; fourteen were prosecuted,
and 51 were imprisoned.

The Control of Foreign NGOs

The introduction of the Overseas NGO
Law (2016) can also be interpreted from
the perspective of curbing “Western influ-
ence” Since the introduction of the law,
overseas NGOs have either left the country
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or had to shift their activities to non-po-
litically sensitive areas. Of the estimated
7,000 overseas NGOs present in China at
the time of the law’s introduction in ear-
ly 2017, only 707 are now registered with
the Ministry. There has been an observ-
able shift in activities. Previously, over-
seas NGos also focused on political issues,
such as labor and gender issues, or legal
and government reform. But now, they
are only allowed to work in areas sanc-
tioned by the state. As a result, non-po-
litical issues such as education, poverty
alleviation, youth, and health issues now
dominate their activities (Holbig & Lang,
2022).

The Control of National NGOs
and Activism

There are two types of civic NGOs in
China: service-oriented NGos (welfare
and services for disadvantaged groups)
and advocacy NGos (law reform/change
through legal means and mass mobiliza-
tion). The latter type has faced increas-
ing restrictions since the early 2000s.
However, although there were crack-
downs under Hu, there was no system-
atic approach to cracking down on NGoOs.
Moreover, many NGOs were not official-
ly registered with the state as social orga-
nizations, which, similar to the Overseas
NGO Law (2017), required the support of
a government agency as a professional su-
pervisor of the NGO’s activities (dual ad-
ministration system). Many were regis-
tered, if at all, only as business entities.
All this has changed dramatically under
Xi. He abolished the dual administration
system and introduced a direct registra-
tion system based on four categories of
social organizations. But this turned out
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to be a sorting mechanism to separate “of-
ficial” NGos from “unoficial” ones. Those

that became official NGos were essential-
ly co-opted, as they had to adjust their
agendas to the government’s preferenc-
es, change their sources of funding, and
could no longer work with those that were
not registered.
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In 2014, in the wake of Taiwans Sun-
flower Movement and Hong Kong’s Oc-
cupy Central Movement, NGOs were
increasingly seen as anti-government or-
ganizations and instruments of Western
interference to undermine the party-state.
From the ccp’s perspective, NGOs posed
a threat to regime stability. As the gov-
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ernment shifted to a greater focus on na-
tional security, both service and advocacy
NGOs were criminalized on a large scale.
They were cut off from foreign funding, a
major source of their income, and target-
ed for punishment under various offenses.
These were catch-all offenses, such as “il-
legal business operation’, “picking quarrels

35



and provoking trouble,” and “gathering a
crowd to disturb the public order” Their
broad definitions invited an arbitrary and
self-serving use by Chinese authorities, al-
lowing for sentences of up to five years.

The Suppression of Independent
Journalism and Media

In the early days of the Covid pandem-
ic in China, several Chinese individuals
emerged and reported on Covid from the
ground in Wuhan, independently of the
Chinese state media. There were at least
four so-called “citizen journalists™ Fang
Bin, Chen Qiushi, Li Zehua, and Zhang
Zhan. Fang Bin and Zhang Zhan were de-
tained and sentenced to three and four
years imprisonment, respectively, un-
der the blanket charge of “picking quar-
rels and provoking trouble” Zhang Zhan
also went on hunger strike several times
in protest at her sentence. Chen disap-
peared and was placed under surveillance
for some time after his reappearance. Li
was allowed to leave China in 2021.

Outlook

For a while, it seemed that China was
on the road to greater economic and so-
cial liberalization. However, these early
signs slowly turned into wishful thinking
under Hu Jintao. Under Xi Jinping, this
trajectory has become entirely illusory.
Originally seen as an advocate of reform,
while reform was equated by many with
continued liberalization, he has sweeping-
ly rolled back those prevailing freedoms
under the banner of national security. The
survival of the party and “socialist” ideol-
ogy is all that matters to him.
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In China, where Xi’s socialism is the
only “religion,” religious communities are
not only suppressed but continually indoc-
trinated and re-educated to “fit in” with
their Han Chinese environment. They are
also exploited as cheap labor in internment
camps to serve China’s faltering economy.

The situation in Chinese universities
today is more reminiscent of the Cultur-
al Revolution: students are indoctrinated
with “patriotic education” while denounc-
ing and punishing their own teachers.

The space for NGo activity in China is
shrinking. Advocacy and especially activ-
ism in areas related to government affairs,
such as LGTBQI+, labor, and consumer is-
sues, have been effectively silenced. The
role of existing NGOs has increasingly
shifted to that of service providers accord-
ing to government preferences.

There is little independent reporting
in China. Citizens who engage in such re-
porting or disseminate such findings on-
line inevitably face varying degrees of re-
pression, including detention.

The outlook is, therefore, bleak. Even if
Xi gives way to a new generation of leaders,
the goal of “securitizing everything” is un-
likely to change without a major ideologi-
cal shift (Drinhausen & Legarda, 2022).
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The “Chinese Economic
Miracle” — Separating
Fact from Myth

ALICIA GARCIA HERRERO
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China’s remarkable economic growth has structurally decelerated
since 2010. This paper presents a baseline scenario in which

China’s growth is projected to reach 2.4% by 2035, while examining
various downside risks, ranging from population aging to the rapid
reduction of returns on assets, and the fast accumulation of debt.
Although innovation presents the potential for upward growth, its
positive impact on total factor productivity has yet to be witnessed.
Overall, the risks to China’s long-term growth generally lean towards

the downside.

Inlroduclion

Since a series of reforms took place
in the late 1970s, China has recorded re-
markable growth for decades. From 1978
to 2010, the average growth has hovered
around 10%, placing China in the 1% per-
centile for countries moving from 1,000
to 10,000 USD per capita. This, together
with the over 8oo million people that Chi-
na has lifted out of poverty, clearly justi-
fy the expression of the “Chinese econom-
ic miracle” As of today, China continues
to serve as the most important engine for
global growth, contributing about one
third of the total global growth over the
last three decades.

With ‘reform and opening up’ as the
key mantra since the late 1970s to trans-
form China from a planned to a market
economy, the country has been increas-
ingly intertwined with the rest of the glob-
al economy through trade and investment
and a growing participation in the glob-
al value chain. This is attributed to Chi-
na’s obvious economies of scale, relative-
ly low wages, and logistical infrastructure,
supporting manufacturing. China’s acces-
sion to the wTo in 2001, and the support
of Western companies investing there,
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+ China’s era of very
high growth is over. «

coupled with massive technology transfer,
are also important external factors behind
China’s success.

However, China’s growth trajecto-
ry reached its peak in 2010 and has been
slowing down since then, especially since
2015. Although China’s growth rate re-
mains higher than global average and
even higher than other emerging markets,
at least on average, China’s era of very
high growth is over.

In particular, both the trade war led
by Trump since 2018, and more signifi-
cantly, the Covid pandemic since 2020,
have resulted in rapid deceleration of
China’s growth, all the way to barely 3%
in 2022. Entering 2023, while a cyclical
boost is expected due to the full removal
of pandemic-related mobility restrictions,
growth will remain subdued compared to
pre-pandemic levels, although it should
still meet the very conservative target set
by the Chinese government last March,
which was 5%.

The reasons for such a sobering growth
outlook are mostly structural and will be
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Consumers in the IFS shopping district of Chengdu, the most developed city in southern China.

reviewed in this article after some more
details on the miracle years. Ultimately,
our medium-term growth outlook points
to China’s growth decelerating to 2.3% by
2035. There are several downward risks
and a positive wild card, namely that of in-
novation, considerably impacting growth
on the positive side.

A Review of China’s Growth Miracle

China’s rapid growth since 1978 has re-
ceived wide attention and interest from
scholars and policymakers around the
world. As shown in Figures 1 and 2, when
we compare economies 10-year aver-
age GDP per capita growth rates after they
reach per capita incomes of $1,000 and
$5,000 after 1961, the ninetieth percentile
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of the distribution of annualized growth
rates are 7.1% and 4.4%. China has achieved
even higher growth rates of 9.9% and 6.3 %,
respectively, after reaching the $1,000 and
$5,000 thresholds, indicating sustained
higher growth compared to many other
countries after surpassing certain levels.

China’s economic success can be ex-
plained by some drivers. Before the re-
form and opening up introduced by Deng
Xiaoping, China was still a planned econ-
omy. The first reforms began in the agri-
culture sector, with increased incentives
for rural households to boost agricultur-
al output. Then reforms spread to the ur-
ban industrial sector, including introduc-
ing the dual-price system which greatly
reduced shortages of supply, and allow-
ing private businesses to operate, spurring
competition and flexibility.
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Figure 1. Real GDP per capita growth rate in the next 10 years
(post $1,000 GDP per capita)
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Figure 2. Real GDP per capita growth rate in the next 1o years
(post $5,000 GDP per capita)
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++ China’s accession
to the wTo in 2001
marked a new chapter.+«

At the same time, China opened its
door to embrace foreign investment,
mostly in special economic zones in
coastal areas of China, including Shen-
zhen, Guangzhou, Xiamen and Zhuhai.
These zones became engines of growth
for China’s economy. Foreign business-
es flocked into China. As the figure below
shows, foreign direct investment (FDI) in-
flows into China rose substantially during
the period between 2000 and 2014.

Foreign investment played an import-
ant role in bolstering China’s economic
growth, not so much because of the fund-
ing (China has generally had high sav-
ings), but mostly due to the technology
transfer that it brought along, as well as
the management skills. At that time, Chi-
na had a vast young, inexpensive work-
force, but it lacked managerial capabili-
ties, technology, and know-how. Foreign
direct investment, thus, was particular-
ly important in the manufacturing sec-
tor. The surging foreign direct investment
(FDI) not only brought higher quality jobs
and wages, but also technology, enhanc-
ing competition in the domestic market.

Furthermore, productivity gains also
played out in China’s booming economy.
These gains not only came from technol-
ogy improvement and its spillover effect,
but also from factor reallocation. The lat-
ter was best symbolized by two trends, ur-
banization, and the structural reform of
state-owned enterprises (SOES) that start-
ed in the 1990s. Both processes contrib-
uted to factor reallocation by migrating
a large portion of China’s workforce from
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the agricultural sector to the urban in-
dustrial sector, and from the less efficient
public sector to the more vigorous private
sector.

Beyond the reform and unilater-
al opening-up efforts to attract b1, Chi-
na’s accession to the wto in 2001 marked
a new chapter. With access to the global
markets, China’s advantages in produc-
ing cheap products and mass manufactur-
ing capacity finally had a pathway to reach
consumers around the world. Alongside
fast urbanization, China found a new tool
to boost growth: exports. However, these
exports, still required state-led investment
to improve the logistical infrastructure
needed to become more competitive.

During this process, despite experi-
encing very rapid growth, China contin-
ued to control wage growth and main-
tained a stable renminbi until 2005, with
a relatively slow appreciation thereafter.
Both suppressed wages and a cheap ex-
change rate clearly helped China increase
its global market share of exports.

China’s Long-Term Prospect:
A Baseline Scenario

After years of rocket growth followed
by a significant slowdown, assessing Chi-
na’s future growth rate will provide im-
portant implications not only for China
but also for other developing economies.
In this section, a baseline scenario for Chi-
na’s long-term growth is introduced based
on the Solow’s convergence theory. This
theory is based on the assumption that
in the long run, countries’ growth rates
will converge, meaning that poorer coun-
tries will grow faster than richer countries
along this convergence path (Solow, 1956).
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Table 1. Forecasting China’s potential pp growth rate (%)

Labor Employment Labor Adult population
Output .. Ce .
productivity rate participation rate growth rate
2021-2025 4,9 4,9 -0,1 -0,3 0,4
2026-2030 3,6 3,8 -0,1 -0,5 0,4
2031-2035 2,4 3,0 -0,1 -0,7 0,2

Many studies have adopted this frame-
work and pointed to a slowing growth
path for any country having reached mid-
dle income growth of around 10,000 UsD
per capita. For example, the World Bank
(2019) expected Chinas average annu-
al growth rate to decline to 4% from 2021
to 2030 in a scenario of limited reforms,
which aligns with today’s situation. On a
slightly more positive note, Albert et al
(2015) suggested that China would contin-
ue on its deceleration path over the next
decade, but would still maintain a growth
rate above 4 percent in 2030. It's worth
noting when their calculations were done.

A convergence growth theory points
to China’s average growth rate standing
at 4.9 percent from 2021 to 2025, and at
3.6 percent from 2026 to 2030 (Table 1 and
technical details in the appendix).

That said, China will still be able
to avoid the middle-income trap as its
growth remains relatively high compared
to other countries. As shown in Figure 4,
the average growth rates in the next 10
years after crossing the 10,000 USD per
capita threshold were only 3.8%. China’s
expected growth, even if it ends up grow-
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ing barely 2.4% in 2035, will still stand
at 4% in the 10 years after reaching the
threshold, surpassing the world average.
Figure 5 shows that China will only per-
form behind South Korea, higher than Ja-
pan and outperforming many economies
that have overcome the middle-income
trap (Figure 5).

Upside and Downside Risk
to the Baseline Growth Scenario

The first downward risk comes from
population aging, as discussed previous-
ly. China had long been the world’s most
populous country, only recently sur-
passed by India. Its working age popula-
tion was growing fast from 1970 to 2010,
which provided a vast pool of workers
for businesses to choose from (Figure 6).
This sustained growth has kept China’s la-
bor costs low for an extended period and
helped it remain competitive globally. All
in all, the ‘population dividend’ was cer-
tainly one of the supporting factors for
Chinese growth in the past decades. Such
favorable demographics were also accom-
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Figure 3. Foreign direct investment, net inflows (BoP, usp)
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Figure 4. The real Gpp per capila growth rate (%) in the next 1o years
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Figure 5. 10-Year Average Growth Rate (%)
After a economy crossing the 10,000 usD per capita threshold
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panied by China’s urbanization process,
which migrated people from the low-pro-
ductivity agricultural sector to the high-
er-productivity sector in the cities.

However, China’s fertility rate has been
declining and reached a record low of 1.09
in 2022. The United Nations has forecast-
ed a population contraction starting from
2025. As a result, China’s fertility rate is
now among the worst worldwide, along-
side well-known aging countries such as
South Korea and Singapore.

While the picture appears worrying,
what is interesting, though, is our find-
ing that aging will hardly be a factor in ex-
plaining growth deceleration up to 2035,
thanks to the remaining scope for urban-
ization in China. But from 2035 onwards,
aging will pose an important challenge
to China’s growth. By then, the urbaniza-
tion process should have been completed,
and the sharp drops in the birth rate that
began in 2017 will start to have a notice-
able impact. More specifically, one can ex-
pect an additional one-percentage-point
reduction in Chinas annual growth rate
from 2035 onwards (Figure 8). This will
make China look very much like Japan to-
day, growth wise.

A second very relevant downward risk
lies on China’s diminishing return on in-
vestment. Capital accumulation was also
a key element in China’s growth story. Its
growth mode has even been described
as investment-led, given the crucial role
that investment has played in contribut-
ing to GDP growth during the past few de-
cades (Figure 9). However, the fact that
China’s investment-to-GDP ratio is one
of the highest in the world, reaching 43%
in 2021, clearly indicates there is limited
room for further growth and also explains
the decreasing returns on scale.
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+ This sustained
growth has kept China’s
labor costs low for

an extended period
and helped it remain
competitive globally. «

Years of massive investment have clear-
ly pointed to an overinvestment problem.
More specifically, from 2017 to 2022, re-
turn on assets has continued to decline for
state-owned enterprises (SOES), but even
sharper declines have been observed for
privately-owned enterprises (POES), al-
though the return on assets remains high-
er for private companies (Figure 10).

A third risk is the fast-growing public
debt, especially since the pandemic. Aside
from the increase in pandemic-related
public pandemic spending, the govern-
ment’s pressure was compounded by Chi-
nas ailing housing market, as local gov-
ernments relied heavily on land sales for
funding. With a crisis-ridden real estate
sector, which witnessed multiple defaults
by developers and the challenges faced by
property giants such as Evergrande and
Country Garden, local governments have
been tackling growing difficulties.

However, what makes Chinas public
debt more worrisome is the off-balance
part. In recent years, local governments
have extensively used the off-balance sheet
platforms, i.e., local government financial
vehicles (LGFVS), to finance infrastructure
and real estate projects. This part of the
public debt, though closely linked to the
government, has yet received full govern-
ment recognition, which adds to the com-
plication of fully gauging the level of pub-
lic debt, let alone its impact on growth.
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Figure 6. China: Population (Bn)
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Figure 7. China: Share of different age group (%)
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Figure 8. Forecast impact of population aging on China’s cpp growth rate (%)
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Figure 10. Chinese Corporates: Average ROA (%)
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All in all, as of Q1 2023, China’s LGFV debt
has reached 46% of Gpp. Together with
on-balance sheet debt, China’s public debt
now accounts for nearly its gross domestic
output (97%), as shown in Figure 11.

It is important to note that the accu-
mulation of public debt does not neces-
sarily harm potential growth, as it de-
pends on how the money is spent. Given
that LGFvs finance most of the investment
carried out by local government, one
could imagine that their return on assets
should be higher than that of other pub-
lic debt. However, the average return of
LGFV projects has declined to a very low
level and continues decreasing, especially
in the context of China’s average interest
rates over the last few years. The average
rate of return on assets of the LGFVS was
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1.8 percent in 2017 but had dropped to 1.3
percent by 2022 (Figure 12).

A fourth crucial risk is coming from
China’s external environment, which has
worsened dramatically in recent years.
The Trump administration drastically
changed the direction of us-China rela-
tions, transitioning from engagement to
competition and rivalry. This trinity has
been replicated by the EU commission as
well. The competition started with trade
through Trump’s substantial import tarifts
and moved further to tech containment,
which has been pushed even further by
President Biden. Technological contain-
ment goes beyond export controls to the
screening of Chinese investment into the
us, and more recently the eu. The most
relevant piece of containment likely stems
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Figure 11. China: LGFv Average ROA (%)
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from coordinated export controls on
high-end semiconductors and their com-
ponents (uUs-Japan-Netherlands) back in
May 2023. The extent to which such con-
trols will delay China’s convergence in
mastering top technologies, such as semi-
conductors, artificial intelligence, and
quantum computing, remains uncertain.
A fifth, and last, relevant risk is the re-
shuffling of value chains away from Chi-
na. Over the years, China’s market share
in total exports has been continuously ris-
ing. The figure below illustrates the con-
trast in China’s growing status as a glob-
al supplier with the declining share seen
in the us, Germany, and Japan from 1978
to 2019 (Figure 12). In other words, at an
astonishing rate, China has successfully
become an integral part of international
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trade, and the world has become increas-
ingly dependent on China, especially
since China’s reform and opening in 1978
and with a renewed momentum since the
Covid pandemic.

As of today, China is at the center of
the global value chain, especially in terms
of intermediate goods. In 2003, China ac-
counted for 8% of global manufacturing
exports, but by 2018, this figure had grown
to a staggering 19%. Moreover, China’s
dominance in sectors ranging from office
machines, furniture, and apparel parts
is even higher at 50%, 60%, and 40% of
the global market share, respectively.
'This dominance becomes even more pro-
nounced when focusing on green technol-
ogy for the decarbonization of the world,
especially in areas like solar panels.
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Old woman begs on the street. Kunming, Yunnan province.

However, after the supply shortages
during pandemic lockdowns, countries in
the world have become increasingly cau-
tious about highly concentrated supply
chains and are reassessing their excessive
reliance on China. Many of them imple-
mented de-risking measures, respective-
ly, to diversity their sources of supply. Ele-
vated geopolitical tensions further pushed
them to secure the supply chains. As this
trend persists, China will continue to face
pressure from manufacturers relocating
their factories away from China.

In the context of supply shortages
during pandemic lockdowns, and with Eu-
ropean countries losing their gas supplies
from Russia since the invasion of Ukraine,
both the EU and the us are reassessing
their economic dependencies. Significant

KEYS TO UNDERSTANDING CHINA

future technologies, including permanent
magnets used in wind turbines and elec-
tric-vehicle batteries, rely on raw materi-
als sourced from and processed predomi-
nantly in China. Geopolitical risks related
to this were demonstrated in 2010 when
China imposed an export ban on sever-
al raw materials used in hybrid cars, wind
turbines and guided missiles, as part of a
maritime dispute with Japan. More recent-
ly, the Chinese leadership has also con-
sidered similar bans on exports to the us.
Excessive dependencies have also been vis-
ible in clean technology manufacturing, in
which China dominates wind, Ev batter-
ies and solar panels. All in all, such reshuf-
fling of the value chain away from China
could exert additional downward pressure
on growth in the future, especially given
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how much China has benefited from in-
ward FDI for so many years.

Finally, moving to the potential posi-
tive shocks, which could push growth up-
wards, the most obvious is innovation.
Our baseline projection of China’s medi-
um-term growth relies on a linear projec-
tion of productivity convergence based
on past global experience. However,
modern growth theory argues that pro-
ductivity growth is endogenous, and de-
pends on the endowment of human cap-
ital and research efforts to push up total
factor productivity (TFP). TFP has long
been a key driver of China’s growth (Fig-
ure 13), but its growth rate has dropped
significantly since the global financial cri-
sis, even more so than global productivi-
ty. Whether China’s innovation efforts are
providing enough tailwind to mitigate
the structural deceleration of the econo-
my will be a crucial question for the me-
dium-term future.

China’s leadership knows this and has
made innovation policy its top priori-
ty. Under different slogans such as ‘Made
in China 2025’ or the party’s ‘Innova-
tion-driven development, reaching and
expanding the technology frontier in ma-
jor industries has become the goal of eco-
nomic policy. In an overview of China’s
progress on innovation and its impact on
growth, Garcia Herrero and Schindows-
ki (2023) find that Chinas performance
in terms of increasing inputs to innova-
tion, R&D and educational attainment,
is clearly favorable, and so are the inter-
mediate outcomes, such as the number of
patents and scientific publications (Fig-
ures 14 and 15). However, these interme-
diate objectives, including the increasing
value added of exports in China, have not
translated into a corresponding increase
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in total factor productivity and, conse-
quently, growth.

In summary, the risks are tilted towards
the downside as far as China’s growth is
concerned. Nevertheless, it is too early to
assess how much innovation may eventu-
ally contribute to growth by increasing to-
tal factor productivity.

Conclusions

China’s so-called growth miracle is in-
deed one of the most impressive cases of a
successful development case reaching the
level of middle-income countries. How-
ever, China’s growth peaked in 2010 and
has continued to decline since, structural-
ly. There are a number of downward risks
beyond such structural deceleration, from
aging, to the increasingly low return of
assets and the massive accumulation of
public debt. The final risk stems from the
reshuffling of the value chain, which is be-
hind the reduction in FpI into China. As
for the upward shocks, innovation is the
most obvious as it can increase total factor
productivity, but this is not what we have
seen so far. In fact, total factor productiv-
ity is actually decelerating in China. All in
all, while one can talk about China’s eco-
nomic miracle, the future looks very dif-
ferent from such past reality.
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China’s Soft Power
in Latin America
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By examining China’s strategic communication, cultural diplomacy,
diaspora, and other types of engagement associated with the use
of soft power, this paper aims to identify the critical dimensions

of China’s soft power dynamics in Latin America, considering the
legacy of past scenarios, contemporary developments, and possible

future trends.

Introduction

In the past, the capacity of one or an-
other country to achieve its goals in the
international arena was measured by eval-
uating its “hard power;” understood as the
use of force or coercion, including mili-
tary force, economic sanctions, or other
forms of overt pressure. In other words,
“hard power” has been the more tradi-
tional and explicit exercise of power. As
Russia’s war in Ukraine demonstrated,
some states still use hard power, partic-
ularly when short of other tools of influ-
ence. However, in contemporary interna-
tional relations, wars are exceptions to the
established rules of the game, and states
that initiate wars are condemned by the
international community and have to be
prepared to assume high costs related to
their behavior.

From the above perspective, China’s
rise as a global economic and political
powerhouse has been accompanied not
by the use of hard power but by a strate-
gic push to increase its soft power world-
wide. Soft power, a concept coined by the
us scholar Joseph Nye, refers to a nation’s
ability to influence others through attrac-
tion and persuasion rather than coercion
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or force. From this perspective, today’s
Chinese soft power strategy is multifacet-
ed, encompassing various elements such
as culture, education, diplomacy, and eco-
nomic engagement. Latin America, a di-
verse and resource-rich region with a
growing international presence, has be-
come a crucial arena for Chinas soft
power initiatives.

In addition, the evidence suggests that
China is using its soft power as a “sharp
power” tool to reach its specific objectives
in the region. Sharp power is a concept
introduced to describe a more subtle and
indirect form of influence than tradition-
al “soft” and “hard power” (Walker, 2018).
Sharp power blurs the line between tradi-
tional statecraft and activities carried out
by non-state actors, making it challenging
to attribute responsibilities to a particular
state. Hence, sharp power represents a nu-
anced and indirect approach to influenc-
ing other nations, distinct from the overt
force of hard power and the attraction of
soft power. It often involves tactics that
operate in the gray areas of international
relations and can be difficult to counter or
attribute.

Against the above background, this pa-
per examines China’s soft and sharp power

57



strategies in Latin America, focusing on
its motivations, mechanisms, and impli-
cations for the Latin American countries
involved. By analyzing the cultural diplo-
macy, economic engagement, and politi-
cal influence that China deploys in the re-
gion, the aim is to provide an overview of
China’s multidimensional soft and sharp
power dynamics in Latin America, con-
sidering the legacy of past engagement,
contemporary developments, and possi-
ble future trends.

Soft Power and China’s Global
Ambitions

Joseph Nye suggested (Nye, 2021) that
soft power consists of three primary com-
ponents: culture, political values, and for-
eign policies. These elements collective-
ly contribute to a nation’s ability to shape
perceptions and influence other countries
without military or economic coercion.
Additionally, while elements of “sharp
power” related to “soft power” vary, they
typically include the following elements:
propaganda to shape public opinion, eco-
nomic incentives to friendly countries,
cultural exchange programs, state-funded
media outlets, and educational initiatives
to advance a specific political agenda or
worldview. Besides, using “soft power” as
a “sharp power” tool may involve efforts
to influence think tanks, academics, jour-
nalists, and other opinion leaders in tar-
get countries through financial incentives,
partnerships, or other means.

To better understand the use of soft
power tools by Beijing today, it is nec-
essary to take a closer look at the evolu-
tion of Chinas presence in key interna-
tional scenarios since the proclamation
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of the People’s Republic (PRC) in 1949.
In this context, during most of the sec-
ond part of the 2oth century, the major
tasks for the People’s Republic of China’s
successive governments were getting in-
ternational recognition as the legitimate
government of China (the claim disput-
ed with the Republic of China’s govern-
ment based in Taipei) and catching up in
terms of economic development with the
world leading powers. While legitimizing
Beijing as the only representative of the
Chinese nation in the international arena
—“one China policy”- was achieved main-
ly by the end of the 1980s, China’s rapid
economic growth has propelled it into a
prominent global position over the past
few decades. China has articulated its
global ambitions as a rising superpower
through initiatives like the Belt and Road
Initiative (BRI), the Asian Infrastructure
Investment Bank (A11B), the BRrIcS block,
and others, including vast foreign direct
investments (FDI), which have had a sig-
nificant impact on the perception of the
People’s Republic by the elites and pub-
lic opinion everywhere in the world, in-
cluding Latin America, where PRC was
viewed in the past as the supporter of left-
ist “Maoist” rebel movements and a threat
to democracy and the established political
order (Rothwell, 2013).

The shift from perceiving China as a
“threat” to a “partner in economic devel-
opment” paved the way to acceptance by
other nations of the types of engagement
generally associated with using soft pow-
er: educational cooperation and cultur-
al diplomacy, strategic communication,
and growing presence of media outlets in
communication space inside various re-
gions around the world. These endeav-
ors are integral to China’s quest for more
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Monument to the Chinese philosopher Confucius at the National Polytechnic University in Kyiv, Ukraine.

significant influence and the wide-reach-
ing promotion of its soft power.

China’s Soft Power Strategy in Latin
America: Cultural Diplomacy

Cultural diplomacy promotes a na-
tion’s culture, values, language, and her-
itage to build and strengthen relation-
ships with other countries and people. It
is potent in fostering mutual understand-
ing by building bridges between nations
and is also a tool to foster the soft power
of one or another state. As such, it is used
by many nations. Not surprisingly, China
has recognized the importance of cultur-
al diplomacy for fomenting Beijing’s soft
power as one of the ways to strengthen
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its global reach. As such, in recent years,
China has been actively engaged in cul-
tural diplomacy efforts in Latin Ameri-
ca, a region rich in cultural diversity and
historical significance, but also gradually
becoming more open to extra-regional in-
fluence as one of the results of globaliza-
tion manifested in trade liberalization, in-
creased tourism and easiness of traveling
to and from the region.

Since cultural diplomacy is a critical
component of China’s soft power strate-
gy in Latin America, it receives priority
as far as specific measures by the govern-
ment in Beijing are concerned. The Con-
fucius Institutes, which have proliferated
throughout the region, are central to this
effort. According to the list published by
the Fundacion Andres Bello, there are 44

59



+ The learning materials
used in the Confucius
Institutes are tools of sharp
power representing only
the “bright” side of today’s
China, silencing the lack

of fundamental human
rights such as individual
liberty, freedom of opinion
and expression. «

Confucius Institutes in Latin America and
the Caribbean and several so-called “Lan-
guage Education Cooperation Centers”
supported by the prc (Fundacion Andres
Bello, n. d.). These institutes promote Chi-
nese language learning, cultural exchang-
es, and academic collaboration by offer-
ing language courses, cultural events, and
educational exchanges, providing Lat-
in American students and scholars with
firsthand opportunities to learn about
China in a positive light.

Examining the activities carried out by
the Confucius Institutes in Latin Ameri-
ca allows some scholars to confirm that
the institutes serve as platforms for Chi-
na to disseminate not only knowledge
about Chinese culture, history, and lan-
guage but also to promote political values
different to liberal democracy, fostering a
more profound division in Latin Amer-
ican societies (Hartig, 2015). This is be-
cause being funded -even if only partial-
ly in some cases- by the Chinese state, the
learning materials used in the Confucius
Institutes are tools of sharp power repre-
senting only the “bright” side of today’s
China, silencing the lack of fundamental
human rights such as individual liberty,

60

freedom of opinion and expression, other
civil and political rights enjoyed by peo-
ple in democratic countries, in addition
to the growing inequalities among ordi-
nary people in that country. As a result,
for many people who attend the Con-
fucius Institutes in Latin America, Chi-
na is emerging as a “successful” alterna-
tive to liberal democracy, which has been
a long-standing political choice of most
American countries.

China also leverages media and en-
tertainment to enhance its cultural in-
fluence. Chinese films, television pro-
grams, and music have gained popularity
in Latin American markets, contributing
to a positive image of China. Co-produc-
tions between Chinese and Latin Amer-
ican filmmakers have further facilitated
cross-cultural exchanges. Besides, Chi-
nese art exhibitions and museum collab-
orations have gained prominence in Lat-
in America. These exhibitions display
Chinese art and serve as a means of cul-
tural diplomacy, fostering a deeper ap-
preciation for Chinese history and artis-
tic traditions. At the same time, however,
these events do not offer opportunities to
discuss the current developments and the
strengthening of autocratic tendencies in
China since their format does not allow
such debates. Still, the opening of exhibi-
tions is usually attended by China’s ambas-
sadors or other officials, who do not miss
the opportunity to praise today’s econom-
ic successes of this nation that they link
to the political system established back in
1949. In this sense, in Latin America, Chi-
na enjoys a more expansive maneuver-
ing space than, for example, in Europe or
the United States, where public opinion is
much better aware of the nature of the po-
litical regime in Beijing.
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Diaspora’s Engagement as a Soft
Power Tool in Latin America

Knowing the exact number of Chinese
descendants in Latin America is challeng-
ing. Still, scholars agree that millions of
people of Chinese heritage live perma-
nently in the region (Tan, 2013). More-
over, lately, Beijing has been showing a
keen interest in engaging the diaspora
globally, including Latin America, hoping
the Chinese of Latin America can serve
as a soft power tool for the Chinese gov-
ernment (Denardi, 2019). There are sev-
eral reasons behind this interest. Firstly,
the Chinese diaspora in Latin America of-
ten maintains strong ties with their home-
land, which can lead to cultural exchanges
between China and Latin American coun-
tries. This can include traditional Chinese
festivals, cuisine, language classes, and
cultural events that foster a deeper appre-
ciation of Chinese culture. Besides, many
members of the Chinese diaspora in Lat-
in America are involved in business and
trade. Their economic activities can help
strengthen trade relations between China
and Latin American nations. China can
leverage these connections to expand its
economic influence in the region. In addi-
tion, Chinese diaspora members involved
in academia can facilitate educational and
research collaborations between Chinese
and Latin American institutions. This en-
hances China’s image as a center for learn-
ing and innovation.

At the same time, those Chinese who
reside in Latin America but maintain
personal and commercial ties with their
homeland have severe limitations when
speaking openly about things Beijing does
not want to be spoken out. They are aware
that criticizing China’s authorities, partic-
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ularly the way the Communist Party gov-
erns the country, or pointing out the lack
in China of many of the freedoms the
members of the Diaspora enjoy in Latin
America may result in sudden difficulties
in doing business with China or even the
risk of detention while visiting the home-
land. Therefore, for Beijing, the diaspora
serves as a perfect permanent soft power
resource, which is used to shape a positive
image of contemporary China, especial-
ly taking into account the fact that many
members of the diaspora are well integrat-
ed into local communities and things they
say are more trusted by locals that the one
coming directly from China’s official com-
munications. In this context, members of
the Chinese diaspora can represent Chi-
nese interests in Latin American politics,
either being elected as political represen-
tatives or forming pressure groups advo-
cating for policies that align with China’s
objectives.

Will All Roads Lead to Beijing
in the Future?

What is behind China’s cultural diplo-
macy and diasporas engagement in Lat-
in America? One of the primary motiva-
tions behind China’s efforts to advance its
cultural diplomacy and work more exten-
sively with the diaspora in Latin America
is its ever-expanding regional economic
presence. China has become a significant
trade partner for many Latin American
countries. Investments in infrastructure,
energy, and natural resources accompany
this trend. By fostering cultural ties, China
aims to create a more favorable environ-
ment for its economic activities, thus en-
suring the stability of its investments and
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Chinese new year lantern in Chinatown area.

access to resources. Nevertheless, while
the aim of improving the reception of
China as a trade partner and a major for-
eign investor via soft power can be consid-
ered legitimate, China’s cultural diploma-
cy in Latin America can also be seen as a
challenge to the democratic traditions in
the region. Latin Americans share these
traditions with Western countries, but the
West does not own them. These traditions
are Latin American to the same degree as
they are European or of the United States.
In this sense, it would be wrong to view the
use of soft power by China as an attempt
to counterbalance the historical influence
of Western countries in the region only. By
counter-positioning non-democratic val-
ues to liberal democracy as an alternative
path to economic success, China seeks not
only to diminish the dominance of West-
ern institutions and liberal world order but
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also to recruit governments and people of
Latin America to support its new global
initiatives that aim at redesigning the ar-
chitecture of future world order.

China seeks [...] to recruit govern-
ments and people of Latin America to
support its new global initiatives that aim
at redesigning the architecture of future
world order.

As Chinas influence in Latin Ameri-
ca continues to grow, Beijing is convinced
that projecting a positive image of the
country among the elites and public opin-
ion must accompany this process. Cultur-
al diplomacy and diaspora engagement
allow China to present itself as a cultur-
al and intellectual powerhouse, not just an
economic one. This contributes to a more
appealing image of China in the eyes of
Latin American nations and diminish-
es the value of the fact-based critique by
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the Western countries of human rights
violations by China and the lack of fun-
damental freedoms, transparency, and ac-
countability of the Chinese authorities. In
the context of the decline of the support
for democracy as the preferred form of
government in many parts of the world,
China has emerged as a new solid refer-
ence for another way of “doing politics”
thanks to the successful use of soft power.

Judging by the latest developments, in-
cluding the expansion of the Brics by in-
clusion- among others- of new members
from Latin America and the absence of
China’s leaders at the 2023 G-20 meeting,
there is little doubt that the struggle to es-
tablish new rules in the international are-
na has intensified. Hence, given the geo-
political and geoeconomic importance
of Latin America in the Western hemi-
sphere, it is likely that from China’s per-
spective, in the future, all major politi-
cal and economic roads from the region
should lead to Beijing. The success of this
endeavor depends on many factors, and
it is too early to insist on one or anoth-
er definite outcome of China’s policies to-
ward Latin America. What is certain is
that it is an ongoing process in which Bei-
jing does rely on the use of its soft power.
Besides, it is already possible to evaluate
the current impact of China’s soft power
in the region.

Impact of China’s Soft Power
in Latin America

In recent years, Chinas cultural di-
plomacy efforts have contributed to the
emergence of a view that Latin Ameri-
cans today understand Chinese culture,
values, and society much better than at
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+ China seeks [...] to recruit
governments and people of
Latin America to support
its new global initiatives
that aim at redesigning

the architecture of future
world order.:

the beginning of the 21st century. Never-
theless, while it is true that there is an in-
creased awareness that has reduced cul-
tural misunderstandings and stereotypes,
China remains an enigma for the majority
of the region’s elites and public opinion, at
least if compared with the level of cultur-
al awareness of Latin Americans regard-
ing the United States and Europe.

The proliferation of Confucius Insti-
tutes and Chinese language courses did
result in an increased number of Latin
Americans learning Mandarin. Even so,
the number of people who have mastered
Mandarin to the degree that it now serves
as the linguistic bridge facilitating com-
munication and strengthening ties be-
tween the two regions remains low. Sim-
ilarly, although cultural exchanges created
a two-way flow of ideas and creativity, and
Latin American culture -including music,
dance, and cuisine- has found its place in
China, enriching the cultural landscape in
both regions, the impact of these develop-
ments on overall cultural ties between the
two regions is small.

China did achieve something else, how-
ever. Thanks to the skillful use of soft pow-
er tools, it has built a quite positive image
of this country in Latin America, which
-despite having a political system that dif-
fers from a liberal democracy- has man-
aged to become a true superpower that
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rivals the United States and the developed
countries of Western Europe. The ambigui-
ty of the image of China, which for current
Latin America is neither a complete strang-
er nor a thoroughly familiar acquaintance,
perfectly serves the strategic interests of
the Asian giant. In particular, cultural di-
plomacy initiatives will likely indirectly
bolster economic ties. At the same time,
a more positive perception of China has
encouraged business partnerships, trade
agreements, and investments between Chi-
na and Latin American nations.

Many more people hold a favorable
view of China in Latin America than in
Europe and the United States (Silver et
al., 2023) since here there is no solid pub-
lic discussion of the gray areas of China’s
development and political models, which
are often praised by the governments of
the new pink tide who view Beijing’s role
in the region as the answer to their aspira-
tions to cut ties with the United States and
other Western powers. A positive image
of China facilitates those leaders to avoid
any noteworthy public questioning of the
policies that seek to establish dependency
links to Beijing.

China’s Soft Power in Latin America:
Challenges and Opportunities

China’s soft power initiatives in Lat-
in America represent a multifaceted ap-
proach to strengthening cultural ties,
enhancing mutual understanding, and ex-
panding its regional influence. These ef-
forts have yielded positive results since
political and economic collaboration can
partly be attributed to the success of cul-
tural diplomacy, diaspora engagement,
positive media coverage, and strategic
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communication. However, China’s soft
power is facing several challenges.

Firstly, as China continues to engage in
cultural diplomacy and advance its stra-
tegic communication in Latin Ameri-
ca, it must balance between the efforts to
advance its cultural and political values
in the region and respecting the political
openness of Latin American societies and
their commitment to human rights. As a
result, to a large extent, Beijing has man-
aged to avoid the emergence of broad pub-
lic debates on the pros and cons of doing
business with China. In this way, China is
building enduring bridges of cooperation
with its Latin American counterparts, fos-
tering a more sustainable modus operan-
di suitable to accommodate uncertain fu-
ture scenarios in which it aspires to play a
decisive role.

At the same time, China’s soft pow-
er strategy in Latin America does include
political influence, both at the bilateral
and regional levels. China engages in dip-
lomatic efforts, including high-level vis-
its, to strengthen its relationships with Lat-
in American governments. In particular,
China fosters diplomatic alliances with in-
dividual countries and regional organiza-
tions like the Community of Latin Amer-
ican and Caribbean States (CELAC). These
alliances often involve discussions on glob-
al issues, such as climate change and inter-
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national governance, in which China seeks
to present itself as a responsible global ac-
tor whose policies are based on values dif-
ferent from the ones promoted by the West
but “suitable” —according to Beijing— to
build “mutually beneficial relations.” Sim-
ilarly, China provides political support
to many developing countries (including
Latin America) in international forums
like the United Nations, positioning itself
as a non-intervening power guided by a
traditional Confucian approach and “mil-
lennium-old” values (Song et al., 2023).

Last but not least, China’s soft power
efforts in Latin America can be seen as a
way to counterbalance the influence of the
United States and other Western powers
in the region. By presenting political val-
ues different from liberal democracy as a
viable alternative to political organization,
China challenges not only the Democrat-
ic Charter of the Americas but also the se-
curity in the region since the prevalence
of like-minded democracies is the key to
the stability in the Western Hemisphere:
democracies do not go into war with each
other. Hence, expanding China’s soft pow-
er in Latin America has added a new di-
mension to China’s competition with the
West. The tensions are rising, and there is
a call for responsible actors from inside
and outside Latin America to understand
better the impact of China’s soft power in
this part of the world.
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China’s ascent as a prominent FTA partner is sparking concerns over
trade asymmetry. Still, development opportunities remain of key
interest for Latin American governments. Compared to initiatives
by other major players, China’s Fra track record aligns with Latin
American countries seeking quick economic boosts.

Over the past few decades, China has
rapidly ascended to the status of a ma-
jor trade partner for Latin America, fun-
damentally reshaping the economic dy-
namics of the region. In the year 2000,
Latin America’s exports to China were a
mere fraction, comprising less than 2%.
However, in the eight subsequent years,
trade between China and Latin Ameri-
ca experienced remarkable growth, with
an average annual rate of 31%, culminat-
ing in a substantial value of usp 180 bil-
lion by 2010. As of 2022, the trade volume
reached a historic high of usp 482.6 bil-
lion. Some economists even estimate this
number could surge beyond usp 700 bil-
lion by 2035.

Chinas rise as an economic power-
house fueled its appetite for natural re-
sources, agricultural products, and man-
ufactured goods. Latin American nations,
endowed with abundant commodities
and resources, found a lucrative market
in China’s growing demand. This syner-
gy led to the establishment of extensive
trade relationships, with countries like
Brazil, Chile, Peru, and Argentina be-
coming prominent exporters of miner-
als, soybeans, oil, and other raw materials
to China. Simultaneously, Chinese manu-
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facturers flooded Latin American markets
with affordable consumer goods, elec-
tronics, and machinery.

As a result, trade imbalances between
China and Latin America have become a
salient aspect of their economic relation-
ship. This trade asymmetry has led to con-
cerns about the long-term sustainability
of the Latin American region’s economies,
as heavy reliance on exports of raw ma-
terials can leave them vulnerable to fluc-
tuations in commodity prices. The influx
of higher-value-added Chinese goods,
which are often competitively priced, can
also pose challenges to local industries
and hinder the growth of domestic man-
ufacturing.

At the same time, China’s activities in
the region continue to offer economic op-
portunities. Investments in infrastructure,
energy, and telecommunications projects
have become instrumental in supporting
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the region’s development aspirations.
Countries in the region are seeking Chi-
nese financing, lending and investments,
and preferential access for their exports to
China.

Encouraged by the dynamic ties that
have undoubtedly brought economic ben-
efits, China has emerged as a compelling
partner for engaging in trade agreement
negotiations. The enthusiasm for trade
agreements underscores a strategic piv-
ot towards attempting to harness China’s
growing appetite for commodities and
products. China swiftly sealed an accord
with Ecuador in early 2023 after only ten
months of negotiations and has engaged
in talks with Uruguay, illustrating its dy-
namic approach to bolstering ties in Lat-
in America. This interest in concluding
agreements is not exclusive to China but
aligns with an apparent increase in gen-
eral demand for trade agreements across
the region under the leadership of cur-
rent Latin American governments. For ex-
ample, Uruguay, Costa Rica, and Ecuador
have formally applied to join the cpTpp.
Moreover, despite longstanding difficul-
ties, the negotiations of the Eu-Mercosur
agreement have gained renewed momen-
tum and seem more likely to be concluded.

China’s Fras as a Key Instrument
of Foreign Economic Policy

For states worldwide, Free Trade
Agreements (FTAs) remain a key instru-
ment to frame and shape economic ties
with partners. With the World Trade Or-
ganization (WTO) in crisis, given stalled
multilateral negotiations, criticism of its
judicial activism, and de facto rulemak-
ing, China - like most other countries
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- uses FTAs to promote trade and trade
regulation. In contrast to other Chinese
instruments of foreign economic policy,
such as the Belt and Road Initiative (BRI)
or the more recent Global Development
Initiative (GDI), FTAs are more formal
binding agreements negotiated and tai-
lored to bilateral economic relations. As a
result, Chinese trade agreements can vary
significantly in scope and depth depend-
ing on the partner.

China’s FTAs are characterized by a
scope that predominantly emphasizes
trade in goods while displaying limited
liberalization and regulatory coverage in
the investments and services domains.
These agreements primarily concentrate
on reducing tariffs and facilitating mer-
chandise exchange between China and
its trade partners. In contrast to Us, EU,
or Japanese agreements, Chinese FTAs in-
clude neither substantial coverage, pro-
curement, or competition provisions nor
labor and environmental regulation.

China’s Evolving Presence
in Latin America

Chinas prominence in the region
has been notably amplified by its strate-
gic outreach in recent years. Employing
a charm offensive, Beijing has elevated
its diplomatic involvement, exemplified
by initiatives like the China-ceLac (Co-
munidad de Estados Latinoamericanos y
Caribenos) Forum. Not only has this ef-
fort strengthened relationships, but it has
also fostered collaboration and invest-
ments across diverse industries. Further-
more, China has extended its attention to
Latin America in the context of the BRI,
emphasizing its evolving priorities and
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engagement in the region. With 21 Latin
American countries participating in the
BRI and Argentina signing a memoran-
dum of understanding on Belt and Road
cooperation, China continues to make in-
roads in the region.

The landscape of Fras between Chi-
na and Latin American countries has un-
dergone significant development in recent
years. Chile was the first Latin American
country that China signed an agreement
with. The FTA was signed in 2005 and en-
tered into force in October 2006. Since
then, China has finalized agreements with
Peru in 2009 and Costa Rica in 2010. Fol-
lowing the recent conclusion of the agree-
ment with Ecuador, China has moved on

KEYS TO UNDERSTANDING CHINA

with its current bilateral talks with Uru-
guay. Negotiations with the latter are seen
as a potential obstacle not only to a mini-
lateral deal between China and Mercosur
- which comprises four countries, in-
cluding Argentina, Brazil, Paraguay, and
Uruguay - but also as a factor that could
exacerbate regional fragmentation. This
new momentum of initiating and con-
cluding agreements between Latin Amer-
ican countries and China signals govern-
ment commitment to creating a stable
environment for conducting business.
According to data released by the Gen-
eral Administration of Customs in the
People’s Republic of China, the estimated
total value of trade between China and
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the LAC region — Latin America and the
Caribbean - reached usD 482.6 billion
in 2022. That same year, China’s imports
from the LAC region accounted for UsD
231.1 billion, with ores (32%), oil seeds
(18%), and mineral fuels and oil (12%)
constituting the primary imports. On the
other hand, China’s exports to the region
amounted to UsD 251.5 billion, with key
exports encompassing electrical machin-
ery and equipment (23%), machinery and
mechanical appliances (14%), and motor
vehicles and parts (8%).

Notably, China stands as the largest
trading partner for Brazil, Chile, Peru,
and Uruguay, and holds the second-larg-
est trading partner position for numerous
other countries within the region. While
China’s foreseen deceleration in econom-
ic growth in the near future might lead to
reduced demand for Latin American and
Caribbean exports and decreased capital
flows from China to the region, its contin-
ued economic engagement remains sig-
nificant.

The economic relationship between
China and Latin America presents a com-
plex interplay of opportunities and chal-
lenges. Latin American countries benefit
from expanded markets for their com-
modities, which fuels economic growth.
Simultaneously, they face competition
from Chinese products that can strain lo-
cal industries. China, on the other hand,
secures resources crucial for its rapid in-
dustrialization while risking to exacerbate
trade imbalances. Moreover, as invest-
ment grows, concerns over debt sustain-
ability and environmental impact emerge.
Chinese financing in the region has come
with strings attached, requiring borrow-
ing countries to pay back part of their
loans with oil, to purchase Chinese equip-
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ment, and to provide Chinese firms with
market access to telecommunications and
energy. A report delivered to the uNn Com-
mittee on Economic, Social and Cultural
Rights included 14 cases from nine Lat-
in American countries noting some ex-
amples of environmental hazards or hu-
man rights violations. This intricate web
of economic effects requires nuanced pol-
icy decisions to maximize gains and ad-
dress potential drawbacks as China and
Latin America navigate their evolving
economic relationship.

Geoeconomic Competition
in Latin America

The rising influence of China in Latin
America poses a multifaceted challenge to
players like the EU and the us, impacting
both commercial and geopolitical inter-
ests. China’s robust engagement through
trade, investments, and infrastructure
projects positions it in direct rivalry with
the EU and the us for resource access and
market presence. Moreover, China’s abili-
ty to offer a vast alternative export market
and substantial funding has allowed it to
secure major infrastructure contracts and
cast itself as a compelling partner for Lat-
in American countries.

Simultaneously, countries within the
region can capitalize on this competi-
tion as an opportunity to enhance their
economic position. By diversifying ex-
ports, fostering value-added industries,
and engaging in balanced negotiations
for trade agreements with other major
global players, these partners can pro-
vide a pathway toward countering Chi-
nas dominant influence and addressing
trade imbalances more effectively. To do
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so, countries in the region are turning
to deals such as the Eu-Mercosur Agree-
ment, the Americas Partnerships for Eco-
nomic Prosperity (APEP), and the Com-
prehensive and Progressive Agreement
for Trans-Pacific Partnership (cpTpp).
The initiatives, however, differ signifi-
cantly in terms of scope, depth, and plat-
form and the circumstances under which
they are being negotiated. In compar-
ing EU-Mercosur, CPTPP, and APEP, it be-
comes evident that these trade initiatives
exhibit distinct characteristics, each with
its own set of challenges and potential
benefits in shaping the economic land-
scape of their respective regions.

The Momentum of Trade Deals:
A Comparison Between
EU-Mercosur, CPTPP, and APEP

The EU-Mercosur negotiations, span-
ning nearly two decades, have continued
to grapple with core issues. The most sa-
lient debates revolve around the EU’s de-
mands for expanding the Mercosur mar-
ket to industrial goods, which are in part
protected by high import duties, and the
opening of public procurement for Euro-
pean companies. In turn, Mercosur de-
mands better access for their competitive
agricultural exports to the highly protect-
ed European agricultural market. Both
parties reached an agreement in principle
in 2019. But since then, the preliminary
agreement has been reevaluated. Since the
2019 EU Parliament election and the shift
towards the EU Green Deal, the agreement
has faced strong criticism from the Euro-
pean agricultural lobby, green parties, and
environmental activists. A broad “Stop
EU-Mercosur” coalition of 450 civil soci-
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expanded markets for
their commodities, which
fuels economic growth.
Simultaneously, they face
competition from Chinese
products that can strain
local industries.

ety organizations and social movements
both from Europe and South America has
been organized against the agreement.
Nonetheless, negotiations have resumed
recently, and it remains to be seen whether
the agreement will be implemented.

The APEP stands as the Us economic
initiative directed towards Latin Amer-
ica. Following the withdrawal from the
Transpacific Partnership under President
Trump and in an era of strong domes-
tic opposition against trade agreements,
APEP is the Us solution to effectively fos-
ter engagement with the region and coun-
teract Chinese influence without commit-
ting substantial political capital or relying
on the us Congress for ratifying the deal.
Thus, APEP allows circumventing a legis-
lative process and will not result in a bind-
ing agreement in the near future. It will
include little to no concrete instruments,
as it lacks any dispute settlement pro-
cess or treaty interpretation mechanism.
With these limitations, APEP is unlikely
to move beyond existing international ob-
ligations—such as the ones posed by the
wTO or the International Labor Organi-
zation (1L0). Thus, APEP mainly serves as
a transparency, information-sharing, and
coordination mechanism.
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In contrast, the cpTPP, involving elev-
en members in the Asia-Pacific region,
including New Zealand, Australia, Brunei
Darussalam, Canada, Chile, Japan, Ma-
laysia, Mexico, Peru, Singapore, and Viet-
nam, stands out as an agreement char-
acterized by its emphasis on high-level
standards and comprehensive scope. The
pact already includes three Latin Amer-
ican members. Designed to be both dy-
namic and progressive, the cpTpp allows
for adjustments in response to evolving
circumstances while remaining open for
potential candidates and offering a future
re-entry option for the United States. The
allure of cpTPP membership has garnered
interest from a diverse range of contend-
ers, among them South Korea, China, Tai-
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wan, Ecuador, Costa Rica, Uruguay, and
Ukraine. The conclusion of negotiations
with the United Kingdom in July 2023
marks a significant milestone, indicating
the inaugural accession case and setting
a noteworthy precedent for subsequent
candidates, with implications for China’s
aspirations. While several Latin Ameri-
can candidates have applied, it will like-
ly take a long time to go through negotia-
tions and formally join the agreement.

To sum up, long-standing EU-Mercosur
negotiations face renewed challenges;
APEP focuses on engagement but lacks
binding agreements; and the dynamic
CPTPP gains traction with global interest
and an eye on China’s role. While all ini-
tiatives, if and when implemented, could
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contribute to diversifying Latin Ameri-
can members’ trade and investment rela-
tions vis-a-vis China, their slow progress
shows that China is much more effective
and faster in concluding such agreements.
Whereas the EU and the Us are facing do-
mestic constraints in finalizing their ini-
tiatives with Latin America, and the
cpTPP application process will likely take
several years, China’s offer is much more
tangible in comparison, making it a more
compelling partner to conclude an agree-
ment with in the short-to-medium term.

Reevaluation of China’s
Engagements in Latin America:
Strengths and Limitations

With formidable strengths such as ro-
bust trade relations, strategic investments,
and ambitious infrastructure projects,
China has emerged as a driving force be-
hind economic growth and development
in several Latin American countries.
However, this ascent is not without limita-
tions, including concerns over trade im-
balances, dependency risks, and potential
environmental and labor issues.

China’s Dominance
in Infrastructure and Finance

Chinese companies have significant-
ly enhanced their competitiveness in Lat-
in America, particularly in infrastructure
development, dam construction, and elec-
tricity grids installation. Chinese firms
have gained recognition for their ability
to execute large-scale projects efliciently,
bringing modern infrastructure and en-
ergy solutions to the region. Their activ-
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ities span from the construction of refin-
eries and processing facilities for various
resources like coal, copper, gas, oil, ura-
nium, and lithium, to substantial partic-
ipation by state-owned Chinese entities
in over 50 energy development initiatives
across 15 Latin American nations. Fur-
thermore, Chinese involvement extends
to expanding ports, airports, highways,
and railways.

Additionally, Chinese banks have be-
come pivotal providers of alternative
funding sources, injecting fresh momen-
tum into projects that might have other-
wise faced financial constraints. China’s
approach to lending and funding has in-
troduced an appealing alternative that
frequently offers more flexible terms and
expedited decision-making processes
compared to traditional financial institu-
tions by multilateral banks or banks from
OECD countries. Over the past two de-
cades, Chinese state-owned policy banks,
specifically the China Development Bank
and the Export-Import Bank of China,
have committed multiple loans to the LAC
region. As reported by the Inter-Amer-
ican Dialogue, between 2005 and 2022,
LAC countries accumulated a combined
Chinese borrowing of usp 136.5 billion.
These funds have been primarily allocat-
ed to the energy sector (66%) and infra-
structure initiatives (19%).
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This strategic combination of technical
expertise, reliable execution, and innova-
tive financing has propelled Chinese com-
panies and banks to the forefront of infra-
structure and energy endeavors in Latin
America, fostering development and re-
shaping the region’s economic landscape.

Unveiling China’s Competitive
Shortcomings in Latin America:
Environmental Sustainability,
Services, and Investments

As China’s influence continues to grow,
Latin American nations are tasked with
striking a delicate balance between reap-
ing the rewards of this partnership and
safeguarding their long-term interests. It
is therefore essential to evaluate China’s
limitations and gaps in the region.

China’s presence in Latin America is
still relatively minor in some spheres. Re-
garding the services trade area, China re-
mains a subordinate partner, scarcely
quantifiable. In comparison, the Eu holds
a much more substantial position as a
trading partner in services, with services
exports to Mercosur amounting to EUR
17.2 billion and imports from Mercosur
reaching EUR 7.7 billion in 2020. This ex-
change yielded a services trade surplus of
EUR 9.5 billion.

While China has only recently
emerged as an investor in the region, the
EU remains a primary investor in Latin
America. In the Mercosur region alone,
the EU’s accumulated stock of investment
has gone up from EUR 130 billion in 2000
to EUR 330 billion in 2020. Between 2005
and 2022, Chinese entities directed invest-
ments totaling USD 148.9 billion into the
LAC countries. Notably, Brazil stood out
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as the recipient of usp 66 billion (44% of
this investment), followed by Peru with
usD 25.5 billion (17%). The majority of
these investments, comprising UsD 62 bil-
lion, were allocated to energy projects,
while metals/mining secured a signifi-
cant share of usp 21 billion. Additional-
ly, the database illustrates that construc-
tion projects by the People’s Republic of
China within LAc during the same peri-
od reached a valuation of usp 68.6 billion.
This allocation benefited predominantly
the energy sector (50%) and the transpor-
tation sector (30%). Given the focus on
resources and energy-related investment,
along with scarce manufacturing invest-
ment, China’s activities in the region pro-
vide limited value-added production and
contribute little to the local economy.
While Chinese lending has emerged as
an important alternative source to OECD
countries, the flip side of Chinese loans is
that they typically diverge from the policy
conditions and environmental safeguards
commonly associated with major interna-
tional financial institutions. Instead, they
often present a blend of preferential and
commercial terms, frequently accompa-
nied by stringent confidentiality clauses.
In recent years, Chinese lending in LAC
has declined, a phenomenon attribut-
ed to factors such as diminished demand

DIALOGO POLITICO 112023



for Chinese financing, shifts in Beijing’s
management of its foreign exchange re-
serves — a source of loan funding —, and
increased risk aversion among Chinese
lenders.

Seizing Opportunities and
Balancing Acts: China’s Strategic
Window in Latin America

The current landscape presents Chi-
na with a strategic window of opportuni-
ty to forge agreements with Latin Ameri-
can nations. The region’s growing interest
in cooperating with China, its inclination
towards trade liberalization and Fras, and
the alignment of China’s commercial in-
terests with Latin American development
aspirations expedite this process. These
factors make China appealing as a part-
ner, especially when contrasted with the
potential complexities of other initiatives.

In the broader context, prospects for
tangible outcomes from initiatives like
APEP remain uncertain, the Eu-Mercos-
ur agreement advances at a slow pace, and
the accession to the cpTPP could entail a
protracted timeline. In light of these chal-
lenges, Latin American countries might
find it easier and faster to conclude agree-
ments with China, given the favorable
conditions of swift negotiations and bar-
rier removal to access the vast Chinese
market.

However, it is essential to acknowl-
edge the potential imbalances that could
arise from China’s typically trade-focused
agreements. As these agreements pre-
dominantly emphasize trade in goods,
they risk of exacerbating existing asym-
metries rather than diversifying the re-
gion’s economic ties more evenly. As Chi-
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na continues to solidify its role in the
Latin American economic landscape, it
becomes paramount for both parties to
seek mechanisms that address and miti-
gate these trade imbalances.
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More than two decades have passed since China’s landing in Latin
America. This span provides a field of vision that makes one thing
evident: the socio-environmental impact and other pernicious
effects have overshadowed the benefits of Chinese presence in the
region. Contrary to the elite’s optimistic discourse, Latin America
risks falling into economic dependence and political subordination

to China.

The new world that emerged from the
pandemic brought nothing less than the
end of globalization as we knew it and the
rise of two ideologically and geopolitically
opposing blocs, namely the United States
and the free world versus the world autoc-
racies led by China. A third bloc, which
includes most Latin American countries,
has shown discomfort at the prospect of
being forced to choose sides. Still, the geo-
political realignment seems unstoppable
and occurs in an era of economic fallback,
questionable leadership, and future un-
certainty. It is a dangerous mix.

In this turbulent context, the ongoing
question of how far to take relations with
China resurfaces in Latin America. A log-
ical response is to analyze how beneficial
this partnership is for Latin America and
whether it is a win-win relationship, as
Beijing’s rhetoric claims. Due to its com-
plexity and nuances, it is not easy to delve
into this phenomenon. But in 2023, we
can count on a factor that we did not have
until recently to support an accurate anal-
ysis: more than two decades of field of vi-
sion in the region. Today, the imprint of
the Asian giant is altogether discernible.

The kick-off for Chinese international-
ization took place at the turn of the cen-
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tury. Since the 1980s, China offered var-
ious incentives for foreign investment,
including an endless supply of cheap la-
bor. In 2001, when the country accessed
the World Trade Organization (wWTO),
prompting a tariff reduction, many com-
panies relocated their production to Chi-
na. Becoming the factory of the world and
urbanizing the country - two enterprises
highly dependent on raw materials — be-
came the driving forces of the Chinese
economy. That was when Beijing decided
to “head outside” to ensure supply.

China used all the ammunition of
its state capitalism to serve this strategic
need. Large state-owned companies led
the economic offensive in Latin Ameri-
ca and other regions with abundant re-
sources — as they do today. Moreover, the
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two leading Chinese development banks
opened the sluices of easy and cheap mon-
ey. And so the show began: million-dollar
investments to exploit deposits throughout
the continent; on-demand loans, most of
them confidential; ‘turnkey’ infrastructure
projects, unbeatable in terms of financing,
speed, and price; and a growing Chinese
demand that skyrocketed trade, exports,
and royalties. It was a winning bid.

Honeymoon and Dependencies

It was also a very seductive bid for Lat-
in American governments and elites. Ev-
erything went smoothly for the first decade:
there was a financial open bar, commodi-
ty prices went through the roof, and Chi-
nese demand pulled robustly on the Gpp
of many countries. Politics reached where
economics could not. Estranged from the
United States, the Kirchners, Chavez, Cor-
rea, and the like threw themselves into the
arms of the new messiah. It was not evident
then, but during that honeymoon, Argenti-
na, Venezuela, Ecuador, and other countries
shaped their current financial and commer-
cial dependence on the Asian giant.

The figures resulting from the Chinese
presence in Latin America - even if frag-
mented and not fully transparent - speak
for themselves. Bilateral trade went from
USD 14.6 billion in 2001 to USD 450 bil-
lion twenty years later. During that peri-
od, China invested usp 172 billion in the
region, built some 200 infrastructure proj-
ects, and granted loans worth UsD 209
billion (including those by commercial
banks), a quarter of the total credit grant-
ed globally by Chinese financial entities.
Such power, seasoned with the myth of the
“Chinese miracle,” planted the idea in the
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social imaginary that China’s contribution
to the development and prosperity of Lat-
in America was decisive.

However, reality is much more confus-
ing. It is plain that a landing of such mag-
nitude brings benefits and opportunities
to the region: infrastructure that would
otherwise not exist, employment (albeit
of low quality), and tax revenues linked to
exports. But China is not all that decisive
in all countries. In Mexico, the Caribbean,
and Central America - excluding Panama -
Chinese presence is relatively modest. Then
again, in South America, where it is trans-
versal, not everyone profits. Some countries
benefit, others gain less revenue than they
declare, and others have small gains.

Furthermore, China has typically al-
located most of its investments and loans
in Latin America to extractive and infra-
structure projects. These two sectors are
not only problematic by nature - com-
bined with the modus operandi of the Chi-
nese development model, they form an ex-
plosive cocktail so far-reaching in terms of
environmental, social, or labor impact that
everything else China can offer remains
largely overshadowed. Evidence of this im-
pact lies in a report by various Latin Amer-
ican civil organizations. In 2023, they de-
nounced the “serious human rights abuses”
and the environmental impact of 14 large-
scale Chinese projects in Argentina, Boliv-
ia, Brazil, Chile, Colombia, Ecuador, Mexi-
o, Peru, and Venezuela (ISHR, 2022).

Low Standards and Malpractice

Labor abuse, dispossession, and the
destruction of nature have terrible effects
on local populations. In these rights vio-
lations, one may distinguish the hallmark
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Cranes in the port of Valparaiso, Chile.

of China’s internationalization - corpo-
rate low standards and malpractice. Af-
ter 20 years of Chinese activity in Latin
America, one can conclude that these are
not unusual or exceptional but rather re-
peated and transversal. The decline of in-
stitutions in some countries contributes to
the perpetuation of this scheme. The best
example illustrating this situation is Peru,
where China is the leading actor in min-
ing, but conflict and violence are recur-
rent in its projects.

The absence of checks and balances fu-
els excess. China does not oversee its com-
panies’ operations overseas nor subject
them to public scrutiny. Since Chinese in-
vestors do not receive social, economic, or
legal punishment for their abusive behav-
ior, they have no incentives to introduce
responsible guidelines that minimize the
impact of their projects. Western corpo-
rations, by comparison, even with their
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own history of wreckage, are much more
closely monitored nowadays and theoret-
ically cannot ignore good practices with-
out paying a price.

The above is not the only harmful out-
come of this relationship based on natu-
ral resources. Another consequence is the
reinforcement of Latin America’s position
as a mere supplier of raw materials, which
is not necessarily a bad business but does
not generate wealth in the long term.
With 61% of the world’s lithium reserves
in Argentina, Chile, and Bolivia, a new
opportunity arises — maybe in electric car
production - for Latin American govern-
ments to demand from China just what
this Asian country has required from its
investors for the last 35 years: to invest in
value-added industries. A demand of this
nature is not something alien to Beijing.

More than 80% of South American ex-
ports are natural resources and commod-
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ities whose primary buyer is China, with
37% of the total acquisitions, more than the
combined sum of the United States and the
European Union (Ev).! China is also the
principal seller of finished goods and high-
tech manufactures in the Latin American
region, which positively points to a classic
neocolonialist pattern. Even though Chi-
na is the first or second trading partner of
most South American countries, for most
of them, the expectation of diversifying
the export basket and adding value to their
economy has been largely frustrated.

Trade without Added Value

Such is the case of Costa Rica and Peru,
two of the three countries on the conti-
nent having free trade agreements (FTA) in
force with Beijing. A decade after enforc-
ing its FTA, San José recognizes that “it has
not been commercially successful” After
losing this opportunity with China, disen-
chantment reigns in the Central American
country, which broke diplomatic relations
with Taiwan in 2007. Regarding Peru, 96%
of its exports to China are mining and
fishing products, a trade that hardly adds
any value. Conversely, 48% of its sales to
the us and 43% to the EU are value-added
products.

Furthermore, it is unclear whether the
drop in tariffs produced by rras will pass
on to consumers. “In highly concentrated
markets, such as monopolies and oligop-
olies, tariff reduction does not necessarily
translate into lower prices for consumers,
since intermediaries have no incentive to

1 The figure does not include exports from Central
America to China, whose volume in absolute terms is
minor (Malamud et al., 2023: 94-100).
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lower them. And Latin America is plagued
by monopolies and oligopolies,” says Julio
Guzmadn, economist and former Peruvi-
an presidential candidate. The fact that an
FTA with China does not per se guarantee
a healthier commercial relationship should
serve as a navigation warning for Ecuador
and Nicaragua, whose treaties are signed
and pending entry into force. It should also
raise red flags for Honduras, El Salvador,
Panama, and Colombia, who have begun
negotiations or shown interest in doing so.

Amid this scene, dependencies are gen-
erated that tie Latin America to China. Of
the usD 9o billion that Brazil exported to
the Chinese market, 56% were agro-foods,
mainly meat and soy. This pattern echoes
that of Argentina, where one should add a
worrying financial dependence. Ecuador -
forced to restructure its debt with Beijing a
few months ago - and Venezuela share the
same scheme: financing and discounts in
hydrocarbons. The position of Chile and
Peru is not very different since more than
80% of their sales to China are mining re-
sources. In these two countries, the giant
has acquired assets in the strategic electric-
ity sector.

No matter how vital Latin America is
for China’s supply of strategic natural re-
sources and food security, it may not be
the best idea to have so much exposure to a
country whose macroeconomic situation is
deteriorating and does not hesitate to retal-
iate against its trade partners for political
reasons. There are indeed more reliable al-
ternatives. Data dismantles the notion that
the us and Europe have abandoned the re-
gion or are retreating: their volume of trade
with Latin America doubles that of Chi-
na and, in terms of investment, the Asian
country represents only 3.5% of the total
stock of the three blocs in the continent.
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Chinatown in Lima, Pert

The Responsibility of the Elites

Latin American elites bear responsi-
bility in this entire picture. Until the pan-
demic, their view of China was optimistic.
A mixture of myth and ignorance about
the Asian country, economic necessity,
and wishful thinking led to the general be-
lief that the Asian giant had a fundamen-
tal role in the development and prosperi-
ty of the subcontinent. One can sense that
Chinese efforts to spread a friendly story
about their country and its intentions in
Latin America contributed to this idea. To
succeed in this enterprise, China invested
enormous financial and human resourc-
es in sharp power, the authoritarian ver-
sion of soft power. This commitment pre-
vails today.

Rooted in this strategy, all sorts of Chi-
nese entities have signed agreements with
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the academic world and the media to in-
fluence those who should independently
review Chinese activities in the region. To
get close to decision-makers, the Chinese
Communist Party (ccp) has deployed
its silent diplomacy with Latin Ameri-
can parties of all ideologies. And a local
elite recruitment program has attracted
a network of influential allies. China has
seduced journalists, academics, politi-
cal representatives, and former diplomats
with paid trips to the country. No mat-
ter how much they disguise these trips as
training, their goal is to expose all these
people to the regime’s propaganda.

The intent is clear: to monopolize a
discourse highlighting the benefits of co-
operation with China and silencing its
most controversial aspects. This strate-
gy may account for the absence of criti-
cal analysis by some governments about
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the course the relationship with the Asian
power should take. Honduras is the latest
example. A few months after breaking re-
lations with Taiwan, it seems to have suc-
cumbed to Beijing’s mermaid song - an
FTA is under negotiation, Huawei is will-
ing to enter the telecommunications sec-
tor, and several infrastructures are on the
table, including a Chinese-financed inter-
oceanic railway corridor. How the critical
situation of 20 countries in debt with Chi-
na will impact the Honduran Executive
remains a mystery.

The Silk Road:
The Debt and the Noose

Global debt to China is impressive:
it is nearly a trillion dollars and dates
back to the beginning of its internation-
alization. Beijing is not the only credi-
tor, of course, but it is the most notewor-
thy. And it bears responsibility because,
in securing its access to markets and re-
sources, it offered a financial open bar
to low-income countries whose solvency
would sooner or later be compromised.
This snowball, combined with a teeter-
ing domestic economy and an unfavor-
able geopolitical context for Beijing, have
compromised Xi Jinping’s diplomatic star
project: the Belt and Road Initiative (BRI)
- a project that Joe Biden calls “the debt
and the noose””

Now what? Beyond any reasonable
doubt, Latin America will continue to be
a strategic territory for China to furnish
itself with food and raw materials. How-
ever, after the end of the credit euphoria,
it is foreseeable that Beijing will be much
more selective in its participation in in-
frastructure projects, especially those of
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great magnitude. Such is the case of the
deep-water mega-port of Chancay, in
Peru. Currently under construction, this
port facility - paramount in the South Pa-
cific - will be managed by its owner, the
shipping company cosco, a staunch as-
sociate of the Chinese regime. But unless
they serve Chinese geopolitical interests,
projects like this will be the exception and
not the rule.

Ten years after Xi unveiled BRi, its eco-
nomic aspect seems to have lost steam,
which may be a setback for regions -
such as Latin America - yearning for in-
vestment to alleviate their infrastructure
deficit. Coincidence or not, amid eco-
nomic uncertainty, Latin American gov-
ernments of all ideological stripes, and
very notably those of the radical left, ex-
cept for Cuba, Venezuela, and Nicara-
gua, have opted for pragmatism, avoiding
taking sides in the arm-wrestling dispute
that Washington and Beijing are settling.
At the crossroads of choosing a partner
for 5G networks, only Costa Rica has of-
ficially refused to become allies with Chi-
nese operators.

All in all, for Beijing and Xi Jinping,
BRI continues to be a most valuable diplo-
matic tool, especially in the current con-
text of geopolitical and ideological rival-
ry with the United States and the rest of
the Western world. This initiative always
projected the idea of an implicit exchange
with the accessing countries, especially
those in the developing world: the prom-
ise of economic opportunities in exchange
for political and diplomatic loyalty to Bei-
jing. However, the Belt and Road Initia-
tive has now acquired special relevance
as one of the global initiatives that Beijing
promotes to attract the so-called Global
South into its orbit.
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Undermining Western Democracies

To fulfill its objective, China seduc-
es Latin America with the lure of its eco-
nomic power and perfectly calculated
slogans that sponsor “a shared future for
humanity” Because it is anti-Western, this
narrative will always be well-received in
some Latin American circles. Yet, it seeks
to undermine liberal democracies and the
whole system of alliances that, with the
United States at its epicenter, cemented
the world order that emerged after World
War II. From its conception, BRI created
two financial institutions akin to those of
Bretton Woods, intent on laying the insti-
tutional foundations of a new internation-
al order dominated by Beijing.

Other global initiatives promoted by
China, along with its highly malleable di-
plomacy in existing global and regional
international organizations (from the uN
and the wto to the Shanghai Cooperation
Organization) and its interest in expand-
ing the Brics club (with Argentina and,
eventually, Venezuela joining in) share the
same goal: to influence the rules that gov-
ern the world. Beijing seeks to spread the
superiority of the Chinese development
model and political system, which it con-
siders more effective and superior in val-
ues to those of the West. But in the Glob-
al South, the magic word to expand its
sphere of authority and influence global
governance is “multilateralism.”

Xi Jinping aspires to change the cur-
rent international order, which, in his
view, grants hegemony to the us and ex-
cludes China. But this change does not
necessarily seek to make the world more
fair, as official propaganda broadcasts,
but to make it safer for Chinese interests.
This approach involves a perverse conse-
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quence of which Latin America must be
aware: an international order of this na-
ture, based on a unity of nations econom-
ically dependent and, therefore, subor-
dinate to China, is probably not the best
path to prosperity and freedom in the re-
gion.
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China’s Technological
Power — Implications
and Risks
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Technological competition is a central field of us-China power
rivalry. Semi-protectionism, technical learning, targeted knowledge
acquisition, party-state guidance without control and competition
have made China an innovation powerhouse. This has increased
China’s influence on standardization. As a result, China’s economic,

political, security and ideational power has grown with risks
for supply chain resilience, national security, liberal values and

technological competitiveness.

Introduction

The United States and the People’s Re-
public of China (prc) have entered an
era of competition for global power. At
the heart of this power rivalry is a strug-
gle over technology leadership in sever-
al strategic technologies, notably wireless
infrastructure, semiconductors, Artificial
Intelligence (A1), the Internet of Things
(IoT), and quantum technologies among
others. The underlying assumption is that
command of these technologies is vital
to national competitiveness, national se-
curity and the ability to shape global af-
fairs. In 2016, the Central Committee of
the Chinese Communist Party (ccp) and
the State Council openly stated that “the
emergence of disruptive technologies is
reshaping global competition and the bal-
ance of power. [...] Our nation has a rare
historic opportunity to catch up and leap-
frog ahead, but is also confronting the se-
vere challenge of a widening technologi-
cal gap” (Central Committee of the ccp
and State Council, 2016).

The idea that technological advance-
ment is central to power rivalry is not new.
Throughout history, technical knowledge
has been a source of state power. Power,
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+ Throughout history,
technical knowledge
has been a source

of state power.

defined as the ability to force or persuade
others to follow a preferred course of ac-
tion they would not have otherwise cho-
sen, is influenced by national capabilities.
Technological advancement, in turn, can
foster national capabilities ranging from
economic strength to military capabilities
and political reputation.

This is not to say that advanced tech-
nology automatically confers power. In-
tervening variables are multiple, ranging
from political strategy to organization-
al structure, market power or leadership
skill set (Lewis, 2022). However, to the
extent that research and development of
new technology (as well as their applica-
tion) create real economic returns and ac-
celerate military capabilities, innovation
correlates with state power.

This is all the more the case that the
digital transformation is penetrating all
spheres of political, military, economic
and societal life. Digital technologies and
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connectivity alongside a new industrial
revolution are driving the societal trans-
formation.

This paper focuses on China’s technol-
ogy power. It starts by discussing how the
PRC’s technology power evolved and what
China has achieved. Exploring a concrete
example, China’s ability to shape technical
standards, is the subject of the following
section. The paper closes by outlining a
heuristic how China’s technological capa-
bilities translate into power and why this
is considered problematic in large parts of
Europe.

China - an Unlikely Technology
Power

China’s emergence as a technology
power presents many countries in the West
with a reality they did not expect. For de-
cades, Western digital prowess was largely
ascribed to the beneficial combination of
liberal democracy and free market capital-
ism. This combination alone provided the
environment for inquiry, openness, and
enterprise deemed necessary for techno-
logical success. Obviously, as a non-demo-
cratic, non-free-market state, China would
be unable to emulate this success. As re-
cently as 2014, journals such as the Har-
vard Business Review could get away with
publishing articles on “Why China Can’t
Innovate” (Abrami et al., 2021).

This view turned out to have been mis-
guided. Not only do Chinese capabilities
now rival those of the Eu and the us, but
we have also underestimated the skills
base that China has rapidly developed as
a manufacturer of electronic goods de-
signed or developed elsewhere. For at
least the past decade, China has been an
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integral and irreplaceable part of the glob-
al digital ecosystem, with considerable
competitive advantages of its own. We
therefore need to develop ideas and con-
cepts that can account for China’s compe-
tence in the field of technology and, more
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broadly, for its growing global footprint.
This may be difficult, as it removes the
centrality of a western narrative that lies
at the core of the self-perceptions of states
and societies. However, as China has al-
ready profoundly reshaped the global dig-
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ital order, the less time spent on coming
to terms with the consequences, the better
(Riihlig, 2022).

Today, almost no one continues to
hold to the illusion that China is not in-
novative. Quite to the contrary, many
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observers assume that China is on an in-
evitable path to success. The underlying
argument is that if China was able to ac-
quire significant technological influence
under the unfavorable conditions of au-
thoritarianism, it is hard to see any factor
to stop the PRC.

Among many other assessments, the
critical technology tracker of the Austra-
lian Strategic Policy Institute (asp1) finds
China to be a technology leader. Measur-
ing research contributions, AspI identifies
the PRC to lead in 37 out of 44 critical tech-
nologies (Gaida et al., 2023).

Neither Doomed to Fail nor
Inevitably Successful

In contrast to such perspectives, I ar-
gue that the prc is likely neither on an in-
evitable path of success nor doomed to
fail. For a proper assessment, one needs
to consider the conditions that led to the
PRC’s innovativeness. Five elements can be
considered decisive:

First, partial protection of its markets
for foundational and emerging technolo-
gies allowed China to absorb new trends
from the West while protecting Chinese
firms. The most prominent example is the
Great Firewall that shields China’s inter-
net. Mostly seen as a tool of censorship
and discourse control, the Great Firewall
also has a commercial function, selective-
ly protecting China’s internet companies
from foreign competition. While the in-
ternet is not freely accessible, the Great
Firewall is easy to circumvent by means of
virtual private networks. In other words,
the Great Firewall is porous enough to al-
low innovation in without opening the
Chinese internet sector.
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Second, learning from the Western
ecosystems has played an enormous role
in China’s innovation. Through means
such as the Thousand Talents program,
China has systematically aimed to attract
ethnic Chinese talents back from Western
universities and innovative companies to
go back to China (Lewis, 2023). Engineers
returning to China brought to the pPrc not
only specific expertise but also experience
how innovation ecosystems function in
the West.

Third, targeted acquisition of know
how has been important to complement
a lack of Chinese innovation capabili-
ties. The PrC has used both legal and ille-
gal means to do so. China’s practices range
from knowledge transfer as a condition of
market access (Holmes et al., 2015:1154-
1193) and acquisitions of high-tech com-
panies by Chinese firms (Braw, 2020) to
IP theft by means of espionage operations.

Fourth, China’s party-state has made
use of relicts of China’s past as a planned
economy without replicating detailed
planning. For example, the PRC’s Five-
Year Plans signal party-state priorities to
domestic actors (Heilmann, 2018). The
state-dominated financial sector is un-
leashing enormous financial resources to
serve the central leadership’s policy priori-
ties. Equally, local party-state feels encour-
aged to allow experimentation in fields of
technology priorities — not least allowing
for targeted deregulation that favors inno-
vation in specific technology fields.

Fifth, China’s market is character-
ized by severe competition. The PRC may
not be a free-market economy, but the
strong engagement of the party-state does
not imply there is no competition. In-
stead, different regions strongly compete
over market shares. An innovation-savvy

DIALOGO POLITICO 112023



society further incentives companies to
satisfy high consumer demands.

This implies that central party-state
guidance is combined with commercial
competition among companies. Europe-
ans tend to discuss the role of Us corpo-
rations in a critical way, but China is not
a monolithic actor either. The public-pri-
vate divide merits attention. While there
is a considerable degree of proximity be-
tween Chinese corporations and the par-
ty-state, the recent regulatory wave target-
ing the digital sector demonstrates that it
is incorrect to see Chinese corporations
as a mere manifestation of ccp interests
(Creemers, 2023). Even within govern-
ment, security bodies have different inter-
ests to the military, or to the technological
bureaucracy.

These “ingredients” have made the
PRC an innovation powerhouse that can-
not compete on efficiency but on scale. As
aresult, China has a strong position in the
supply chains of emerging and founda-
tional technologies and in this, some ar-
gue, may have surpassed that of the West
(Allison et al., 2021).

When one considers more recent de-
velopments, however, the conditions fa-
voring China’s innovativeness are put
into question. New data regulations are
an example of tighter control over of the
semi-protected market (Tong & Xintong,
2023). Learning from the West gets more
difficult as export controls also explicit-
ly target cooperation in research and de-
velopment (Kleinhans et al., 2023). Sim-
ilarly, investment screening complicates
foreign acquisitions and China’s mar-
ket is rather closing at a time of decreas-
ing growth rates. Hence, market access
become a less efficient tool to incentivize
technology transfer. Finally, newly creat-
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+ Learning from

the Western ecosystems

has played an enormous
role in China’s innovation. «

ed institutions such as the Central Science
and Technology Commission rather sig-
nal tighter party-state oversight instead
of light signaling (Mok, 2023). The crack-
down on private companies such as Al-
ibaba in recent years has also put into
question the confidence of private entre-
preneurs.

Despite these unfavorable conditions
to China’s innovativeness, the PRc is any-
thing but doomed to fail. The five “ingre-
dients” of Chinese innovativeness con-
tinue to generally persist despite gradual
challenges. Only time will tell to what ex-
tent the changing conditions are nega-
tively impacting Chinas capabilities to
innovate. Furthermore, one should not
underestimate China’s abilities to adapt.

China’s Standardization Power —
Strong but not Dominating

One example of China’s growing influ-
ence in technology is its ability to shape
technical standards. A number of docu-
ments and statements provide evidence
of the strategic importance that the Prc
political leadership attributes to techni-
cal standardization. Setting the techno-
logical rules, including on technical stan-
dards, is explicitly integrated into political
ambitions to shape international affairs
(Jinhong, 2018). In 2020, for example,
Shu Yinbiao, a leading Chinese techni-
cal standardization official, argued that
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the ability to shape international techni-
cal standard-setting is a reflection of a na-
tion’s power and competitiveness (China
Huaneng Group, 2020). Similarly, techni-
cal standardization has been an integral
part of macroeconomic planning in the
PRC for quite some time.?

To enhance its standardization abili-
ty, China has carefully studied Western
approaches, selectively amended these
practices to serve its own state-permeated
economy. The result is a strategic presence
of Chinese party-state institutions and a
politicization of technical standard-set-
ting (Rithlig & Brink, 2021:1196-1221).

China’s efforts to increase its influ-
ence over international standardization
have yielded divergent degrees of success.
In terms of technical leadership positions
that are crucial to setting the agenda and
shaping the standardization process, the
PRC has gained influence in the Interna-
tional Standardization Organization (150)
and the International Electrotechnical
Commission (1Ec). While China’s share of
leadership positions in 150 and the 1EC is
still below that of leading European coun-
tries and the us, the PRC’s proportion is
constantly growing. The prc is keen to
lead 150 standardization work in strategic
economic sectors.?

2 In 2015, the State Council issued the National Stan-
dardization System Construction and Development
Plan for the five-year planning cycle of 2016-2020. In
it, the Chinese government outlines ambitious plans
such as participation in at least half of all internation-
al technical standard-setting activities or the utiliza-
tion of overseas construction projects to export Chi-
nese technical standards (State Council, 2015).

3 Between 2015 and 2020, China gained 150 and I1EC
secretariats for standardization of rare earths, found-
ry machinery, karst, transaction assurance in e-com-
merce, smart grid user interface, high voltage di-
rect current transmission for D¢ voltages above 100
kV, low-voltage auxiliary power systems for electric
power plants and substations and equipment for elec-
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approaches, selectively
amended these practices
to serve its own state-
permeated economy. ¢«

Although China has increased its pres-
ence in 150 and the 1EC, the PRC is far
from dominating the two organizations.
In the International Telecommunica-
tions Unions (1Tu) Standardization Sec-
tor (rTu-T), China’s influence is more ap-
parent. In terms of technical leadership
positions, China has gained a strong role
in 1TU-T. Study Group chair positions are
almost equally distributed among leading
ITU-T members. In the study period 2022—
2024, the PRC fills one of 11 chair positions.
Only Japan and South Korea have gained
two seats each. Of the much higher num-
ber of study group vice-chairs, China se-
cured 8.7%, ahead of South Korea (7.7%),
Argentina, Japan, and India (5.8% each) in
the current study period. China’s share of
leadership positions in the 1TU-T working
groups (including the Conformity Assess-
ment Steering Committee) is even higher.
In the study period 2022-2024, China has
the largest share of chairmanships (24.2%),
followed by Japan (15.2%) and South Korea
(12.1%). If the vice-chairs are taken into ac-
count, China’s lead becomes even clearer.
While China’s share amounts to 23.5%, the
UK (9.8%), as well as Argentina and Tuni-
sia (7.8% each) follow at a great distance.

trical and electromagnetic quantities. In 2022, Chi-
na obtained five out of nine new technical leadership
positions namely those on brain-computer interfaces,
enhanced oil recovery, heat supply networks, man-
agement consultancy and small hydropower plants.
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If contributions to and work items sub-

mitted to ITU-T study groups are consid-
ered, China’s engagement appears domi-
nant. In 2021, Chinese entities submitted
54.4% of all contributions to 1TU-T Study
Groups (CIRA, 2022:22-23).

Just like in 150 and 1Ec, China’s influ-
ence on ITU standardization varies across
technology sectors. As a relative latecom-
er to international standardization, Chi-
na is focusing its efforts on strategic sec-
tors and new technologies that are yet to
be standardized (Riihlig, 2023a).

Despite all these Chinese successes,
the Prc is not dominant in all technical
standardization within the 1TU. For ex-
ample, China was a latecomer to the stan-
dardization of quantum technologies and
failed with its “New IP” proposal in the
rTU. Similarly, it took the Standardization
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Administration of China (sAc) until May
2020 to propose the establishment of a na-
tional blockchain standardization Techni-
cal Committee that mirrors the work of
150 at national level. The respective inter-
national Technical Committee was estab-
lished in 2016.

This exemplarily demonstrates that
China has gained enormous influence
over the rules and standards that shape
new technologies, but it is far from dom-
inant.

China’s Digital Technology Power:
a Heuristic
China’s technological capabilities and

abilities to shape technical standards has
increased. This is the result of at least four
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sets of influence factors that strengthen
the PRC’s power more broadly (Riihlig,
2022).

Economically, China’s party-state spon-
sorship for Chinese companies has tilted
the playing field and distorted competi-
tion. Chinese tech firms benefit from pref-
erential treatment and lower data protec-
tion and environmental standards. Patents
and deployment of new technology has
massive distributary effects. As a result,
China’s state-centric standardization pol-
icy to enhance its digital industrial com-
petitiveness through standard-essential
patents undermines the competitiveness
of market economies.

Politically, China - just like other
countries in the past - can leverage po-
litical concessions from technologically
(over-)dependent third countries. For ex-
ample, if a given critical infrastructure in
a third country is based on Chinese tech-
nical standards that are not in conformi-
ty with other standards, the country relies
on Chinese suppliers to maintain and fur-
ther build out the critical infrastructure
for decades to come.

In the security field, Chinese growing
global deployment comes with risks re-
sulting from espionage to technical hack-
ing and social media-based influencing
operations, and the security concerns that
result from China-based hardware ven-
dors or manufacturing chains. Further-
more, the incorporation of Chinese dig-
ital equipment could be accompanied by
cyber-insecurities that enable espionage
and sabotage by the prc.

Ideationally, technology is not val-
ue neutral. Hence, China’s technological
stronghold calls into question whether the
governance principles of the digital tech-
nologies that are increasingly penetrating
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therefore creates
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entire societies reflect liberal and demo-
cratic values.

This has induced concern in Europe
and beyond. At least four sets or risks
need to be distinguished (Riihlig, 2023b):

Risks to global supply chain resilience:
The global value chains of many, if not
all, emerging and foundational technol-
ogies are characterized by a transnation-
al division of labor. No region is in con-
trol of all production steps or its supplier
markets. Thus, to strengthen security of
supply, it will be necessary to strength-
en the resilience of global value chains in
order to reduce second- and third-order
negative impacts in case of supply disrup-
tions. Strategies to strengthen resilience
vary greatly between specific global val-
ue chains, such as semiconductors, batter-
ies or quantum computing, depending on
their individual characteristics.

Risks to national security: Failure to re-
duce strategic dependency or loss of stra-
tegic capacity might have (in)direct nega-
tive impacts on national security. Strategic
dependencies in foundational technol-
ogies, such as semiconductors, or gen-
eral-purpose technologies, such as Al,
might have an indirect impact on nation-
al security. The national security risks that
stem from dependence on Chinese mo-
bile network equipment vendors are dif-
ferent from the national security risks to
member states that rely heavily on drones,
surveillance cameras or Al chips from
Chinese vendors. Some of these risks can
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be mitigated at the technical level, while
others come down to the trustworthiness
of the technology provider.

Risks to normative aspirations: Strate-
gic dependency or technology cooper-
ation can also conflict with values. Like
implementation of export restrictions to
protect human rights, strategic dependen-
cy can also be scrutinized according to the
human rights violations that such tech-
nology would enable. One example is the
increased scrutiny of Hikvision surveil-
lance cameras and the company’s involve-
ment in human rights violations against
Uyghurs in the PRrc. Similarly, sustainabil-
ity is a growing concern, in which emerg-
ing and foundational technologies play
an increasingly important role. While all
sides emphasize its importance, the prior-
ity attributed and approaches to sustain-
ability vary.

Risks to competitiveness: Countries
around the globe might invest in strategic
capacities or try to reduce strategic depen-
dencies to be able to compete internation-
ally in the long term if a certain technolo-
gy or market is deemed highly important
in the future. Current examples from Eu-
rope include investments in quantum
computing and photonics. In light of the
intensifying us-China technological ri-
valry, government incentives to support
the technological competitiveness of a
specific domestic industry or technology
provider can also be motivated by main-
taining “strategic indispensability”; that
is, ensuring that a company continues to
play an indispensable role in the global
value chains in the long term. Technologi-
cal competitiveness therefore creates geo-
political leverage.

These sets of influence mechanisms
and associated risks are not necessarily
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China-specific. Western companies and
countries have long profited from their
technological advance and exploited its
dominance for political purposes. What is
particular about the PRC’s technical pow-
er is the close alignment of the party-state
and Chinese companies, even those that
are privately-owned. 'This blurs the dis-
tinction between commercial and stra-
tegic political interests of the party-state
and enhance the PRC’s power far beyond
the narrow field of technology.
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China and its Military
Ambitions — More than
Just Taiwan?
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Under President Xi Jinping’s leadership, the People’s Liberation
Army (prA) has pursued an ambitious modernization effort. By 2049,
Xi has instructed the pLA to be a world-class military, and by 2027
the pLA requires the capability to forcefully reunify Taiwan with
China if required. Though China’s global reach is not yet permanent
or a political priority, China’s military rise and far-reaching presence
already has global implications today.

Introduction

Under President Xi Jinping’s leader-
ship, the People’s Liberation Army (pLA)
has pursued an ambitious modernisation
effort. The pLA’s transformation is one
from a predominantly land-based force
with legacy platforms and systems and a
siloed approach to military operations, to-
wards a military force that prioritizes the
sea, air, space, cyber and electromagnet-
ic domains and is capable of integrated
joint operations. By 2049, Xi has instruct-
ed the pLA to be a world-class military,
and by 2027 the PLA requires the capabil-
ity to forcefully reunify Taiwan with Chi-
na if required. In order to achieve this, the
PLA has undergone numerous leadership
changes, force organisational changes be-
low the neck, extensive procurement of
modern platforms and systems, and a re-
orientation of strategy. While reunifica-
tion with Taiwan remains one of, if not the
most important task bestowed on the pLA,
the Chinese military is also active global-
ly. The pLA’s role in the longer-term thus
spans beyond a conflict across the Taiwan
Strait. Though China’s global reach is not
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+ The People’s Liberation
Army is the armed wing
of a political party rather
than a country’s military «

yet permanent or a political priority, Chi-
na’s military rise and far-reaching pres-
ence already has global implications today.

pLAunder Xi Jinping -
pLA for a New Era

The pLA is a unique military. Outside
observers should keep in mind two points
about the pLA: firstly, it is the armed wing
of a political party rather than a country’s
military. Secondly, military reforms aim
to turn the pLA into a force that serves the
larger goal of achieving national rejuve-
nation rather than simply responding to a
particular threat.

Xi highlighted in the 18" Party Con-
gress work report that the pLA required
reforms to construct a “strong nation-
al defence and powerful armed forc-
es that are commensurate with China’s
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+ Amodern, strong

and world-class military
can provide ‘strategic
support’ to China’s
national rejuvenation.«

international standing and meet the needs
of its security and development interests”
(The Eighteenth National Congress...,
2012). For any observers of the pLA and
China, it should be noted that the pLA re-
mains the armed wing of the Communist
Party of China (ccp). Indeed, Xi is driv-
en by a Mao-era belief that “political pow-
er grows out of the barrel of a gun” (Mao,
1966, p. 224). Over the years, Xi has re-
peatedly called for the pLA’s political loyal-
ty. Early in his term, he acted on this belief
by conducting a wide-spread anti-corrup-
tion campaign that resulted in the purging
of high-ranking pLA officials among oth-
er ccP members. In 2014 at a military po-
litical work conference held in Gutian, Xi
reflected that ideological and political de-
velopment are vital to building the mili-
tary and key to safeguarding the ccp’s ab-
solute command of the troops (Xinhua,
2014). This year, the pLA is undergoing an-
other purge of high-ranking officials. The
PLA’s Rocket Force commander and polit-
ical commissar, as well as the Chinese De-
fence Minister, have reportedly been im-
plicated in a corruption investigation (Kuo
et al, 2023; El Departamento de Desar-
rollo de Equipos..., 2023). Nevertheless,
Xi remains in command of the Party and
the prLA, and as such the PLA continues to
serve ccP (and increasingly Xi’s own) am-
bitions and priorities.

Reunification with Taiwan is consid-
ered a core issue by Xi and the ccp. Indeed,
in 2013 at a meeting with Taiwanese pres-
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ident Ma Ying-jeou’s envoy Vincent Siew
said that “the issue of political disagree-
ments that exist between the two sides
must reach a final resolution, step by step,
and these issues cannot be passed on from
generation to generation” (Reuters, 2013).
This was reiterated in Xi’s speech in 2019
when he addressed a meeting in Beijing on
the 40" anniversary of the Chinese main-
land’s Message to Compatriots in Taiwan
(Xi says..., 2019).

However, Xi’s concept of military re-
forms and pursuing national rejuvenation
indicate that the goals for the pLA go be-
yond resolving the Taiwan issue. The link-
age of China’s military capability within a
discussion of China’s international relations
in the 19" Party Congress work report was
new. This signalled that China’s military not
only required reform, but that military re-
form was necessary to match China’s rise. In
subsequent years, this linkage between Chi-
na’s global standing as a great power and its
need to have an equally great military sig-
nals China’s view that this is both its right
and a logical requirement. Xi emphasized
that building a modern, strong and world-
class military can provide ‘strategic support’
to China’s national rejuvenation. China’s
2015 Defence White Paper states that “with-
out a strong military, a country cannot be
safe nor strong. China’s armed forces take
their dream of making the military strong
as part of the Chinese Dream [to make
China strong]” (China’s Military Strate-
gy, 2015). This line has often been repeated
since (Xi Jinping on strengthening military,
2020). However, by linking the pLA with the
achievement of the China Dream, Xi ar-
ticulated a vision for the pLA that includes
greater power projection capabilities and
serves to solidify China’s status as a great
power in a reshaped international order.
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pLA Strategy and Doctrinal Shifts
under Xi

To achieve this goal, the pLA required
reform. In the 2015 Defence White Pa-
per that updated China’s military strategy,
China’s leadership laid out the drivers for
Chinese military modernisation, the pLA’s
core tasks and the direction of change
through reforms. The new strategic guide-
lines focused on winning informationized
local wars. This reflected the pLA’s obser-
vation that it had fallen behind the trends
of modern warfare. According to the pLA,
modern warfare is exemplified by the
use of sophisticated long-range, precise,
smart, stealthy and unmanned weapons
and equipment, the strategic significance
of cyber and outer space as domains and

KEYS TO UNDERSTANDING CHINA

tools of warfare, force restructuring, and
the importance of the information do-
main in military operations. Local wars
reflect the belief that conflict is likely to
occur in China’s periphery, particularly in
its Southeast. Additionally, the concept of
local wars also reflects that warfare would
remain limited and contained, and would
not progress to large scale global wars.

In 2016, the pLA had undergone sig-
nificant structural and organisational re-
forms (Garafola, 2016). The pLA had re-
formed into five theatre commands that
were specifically mission-focussed. As an
example, the Eastern Theatre Command
is primarily responsible for preparing for
and leading in a Taiwan Strait conflict. Xi
had also reorganised and streamlined the
Central Military Commission’s functional
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organs, centralising his power by placing
his allies in key decision-making roles and
streamlining decision-making structures.
He established the PLA Army as a service
branch, created the pLA Strategic Support
Force in charge of cyber and space capa-
bilities across the military, renamed the
branch responsible for pLA’s ICBM capabil-
ities as the pLA Rocket Force, established
a Joint Logistics Support Force to inte-
grate strategic and campaign level forces,
and implemented a new management
and command system through the theatre
commands and a joint operations com-
mand structure. The PLA was also signifi-
cantly downsized, particularly in the pLA
Army, while the PLAN and PLARF force
numbers increased (Decoding China’s vi-
sion..., 2020). Military education and re-
search institutes were also restructured.
Lastly, China’s Coast Guard and maritime
militia now fall under the cMc’s command,
as part of the People’s Armed Police.

The pLA’s tasks in the ‘new era’ empha-
size the national, peripheral and global
roles that the military is expected to play,
as outlined in the 2019 Defence White Pa-
per (Chinas National Defense in the New
Era, 2019). These include safeguarding na-
tional territorial sovereignty and maritime
rights and interests, with a large focus on
China’s 22,000 km land border, 18,000 km
coastline and “China’s waters” in the East
China Sea, South China Sea and Yellow
Sea (ibid). Taiwan is included in this goal,
as the paper states: “by sailing ships and
flying aircraft around Taiwan, the armed
forces send a stern warning to the “Taiwan
independence’ separatist forces” (ibid).

The pLA is also tasked with improv-
ing its war fighting capabilities and com-
bat readiness, along with carrying out
military training in more realistic com-
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bat conditions. This includes maintaining
strengths in new domains of cyber and
outer space, as well as continuing to pro-
tect China against the three evils of terror-
ism, separatism, and extremism.

However, the White Paper also states
that the pLA is tasked with “protecting
China’s overseas interests”, described as
a crucial part of China’s national interest
(ibid). The White Paper acknowledges the
pLA’s deficiencies in its ability to operate
overseas. However, the pLA is building far-
seas forces, overseas logistical bases and
enhancing its ‘capabilities in accomplish-
ing diversified military tasks. This activ-
ity is in the White Paper framed as Chi-
na’s contribution to global security goods,
such as through peacekeeping, anti-piracy
operations, and humanitarian assistance
and disaster relief efforts.
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Modernisation for a Taiwan Conflict

The structure of the reforms, and the
types of capabilities that China has fo-
cussed on building through reforms
and procurement, point towards build-
ing a force that can achieve reunification
by force if so required by China’s leader-
ship. The pPLA’s air, maritime, cyber, out-
er space and electromagnetic and missile
capabilities point towards a military that
firstly seeks to deter the us or other coun-
tries from participating in a Taiwan con-
tingency. It hopes to do so by changing
adversaries” calculus in the event of a cri-
sis or conflict by holding their military as-
sets at risk. Secondly, the pLA has built a
force that significantly outmatches that of
Taiwan. Regardless of Taiwan’s own mil-
itary modernisation and stockpiling ef-
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forts, it will inevitably be outmatched by
the large quantity of resources that the
PLA can draw on. This, however, doesn't
mean that a potential conflict with Tai-
wan will be easy for the pLA. The pLA also
cannot guarantee that the us won’t inter-
vene in a Taiwan contingency - the result
of the Us’s policy of strategic ambiguity. It
is therefore unclear whether Beijing has a
timeline for reunification and what deci-
sions might lead it to decide that the po-
tential success of a military conflict over
Taiwan is worth the risk of its failure.
Only Xi will determine when to reuni-
fy by force. However, Xi’s statements have
provided a timeline for the pLA’s military
modernisation and give an indication of
when China seeks to have built the capa-
bilities to attack Taiwan, even if this does
not provide any further information on
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reforms, and the types

of capabilities that China
has focussed on building
through reforms and
procurement, point towards
building a force that can
achieve reunification by
force if so required by
China’s leadership. «

Xi’s political will to do so. In Xi’s 19" Party
Congress work report speech, he outlined
a timeline by which the prLA is required
to reach three goals, and in 2020, anoth-
er goal was added (Xi Jinping’s report...,
2017; Nouwens, 2020). By 2020, the pLA
needed to have achieved basic mechani-
zation and made progress towards infor-
matization. 1Iss estimates that this goal
has more or less been achieved, though
the PLA’s own assessments of progress in
informatization reflect some lack of prog-
ress towards this goal. The pLA is cur-
rently working towards the 2027 goal of
achieving the capabilities required for a
Taiwan contingency, should political will
require reunification by force. This in-
cludes greater emphasis on unmanned in-
telligent combat capabilities and the de-
velopment of modern logistics, improving
China’s strategic deterrence, and improv-
ing training and exercises (Full text of the
Report..., 2022). By 2035, the PLA needs to
have become a fully modernised military
and achieved informatization while pro-
gressing towards intelligentization. And
by mid-century (2049) the pLA is required
to be a global top-tier military capable of
fighting and winning wars.
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It is important that although reunifi-
cation with Taiwan remains a ‘core inter-
est’ for Xi and the ccp, China is increas-
ingly concerned about other potential
flashpoints that might distract it from
its priority of being able to respond to a
potential Taiwan conflict. With China’s
deepened relationship with Russia to its
North and an alliance with the DPRK to
the Fast, China’s main concerns for in-
stability and spillover stem from its West-
ern borders. China faces a tense relation-
ship with India along its disputed border
along the Western Theatre Command,
where deadly clashes occurred in 2020
(Boyd & Nouwens, 2020). China is fur-
thermore concerned about instability in
Afghanistan following the us and NaTO
withdrawal from the country (China’s po-
sition on the Afghan Issue, 2023). A grow-
ing area of discussion among Chinese an-
alysts is, therefore, the possibility that the
PLA may have to fight on multiple fronts
in the event of a conflict.

PLA as a Global Security Actor

While Chinas military reform goals
can be seen through the lens of capabil-
ity development, they can also be seen
through geographical lenses. The near-
er-term goals relate to contingencies and
priorities in the Indo-Pacific region: pro-
tecting Chinas territory, and ensuring
territorial integrity, including in China’s
maritime periphery and Taiwan. The lat-
er goals of 2035 and 2049 would see the
pLA graduate to becoming a world-class
military - one that has matched or out-
matched its adversaries or rivals (Tian-
you, 2018). Though one cannot directly
equate the concept of ‘world-class’ with a
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global ambition, one can assume that once
the pLA is world-class and has matched or
outmatched the us military as the leading
military power in the Indo-Pacific, it has
greater ability to use its military resourc-
es to safeguard global interests. With Chi-
na’s interests in the Indo-Pacific guaran-
teed, China’s military can focus on goals
further abroad.

The pLA is already a global military ac-
tor and present in a variety of ways around
the world. China only has one official mili-
tary base in Djibouti. However, reports in-
dicate that the pLA could potentially make
use of Chinese-owned or operate dual-use
ports along the Belt and Road Initiative.
Furthermore, reports also suggest that
China is currently building a military base
in Ream, Cambodia (Nakashima & Cadell,
2022). The pLA will require further bases
globally as maintenance support and logis-
tics hubs in the future if it intends to pur-
sue China’s global interests further afield.

The pLA is pursuing a blue water na-
val-deployment ambition that is capable
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of operating globally. The PLAN strategy
focusses on far-seas protection beyond
the first island chain (Zhou, 2015). Be-
tween 2014-2018, China launched naval
vessels with a total tonnage greater than
the entire tonnages of the entire French,
German, Indian, Italian, South Korean,
Spanish, or Taiwanese navies (Childs &
Waldwyn, 2018). The pLAN still lacks op-
erational experience and the technical ca-
pabilities of Western navies, though it has
learned from military operations other
than war and its cooperation with West-
ern navies in the past. Sealift for oper-
ations further afield remains an area of
weakness for the pLA. The military also
lacks medium and heavy air lift capabil-
ities. Although the pLAAF is building its
transport capacity, its deliveries in areas
such as heavy transport and tanker fleets
are slower than for other capabilities. An-
other weakness remains the pLA’s glob-
al command and control arrangements,
as single service operations are currently
overseen by PLA service headquarters.
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Further afield the pLA ground forc-
es contribute to UN peacekeeping opera-
tions in Africa and the Middle East, while
PLAN has participated in unilateral and
ad-hoc bilateral non-combatant evacua-
tions, as well as anti-piracy operations in
the Middle East and in the Gulf of Aden
(Troop and Police Contributors, 2023; Be-
raud-Sudreau & Nouwens, 2022: 1-23).
The pLA also exercises globally with part-
ner country militaries. However, analysts
have pointed out that few of these exer-
cises are joint in nature due to their lim-
ited nature and due to the PLA’s priority
operations being located in its immediate
region (Wuthnow et al,, 2021). Analysts
point to the possibility of the pPLA mov-
ing towards conducting joint operations
beyond China’s neighbourhood in the fu-
ture as a next step in the pLA’s evolution to
a world-class status (ibid).

The pLA also increasingly contributes
to achieving China’s foreign policy goals.
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Traditionally, this task has predominant-
ly been the responsibility of the Chinese
Ministry of Foreign Affairs. However, in
2015, President Xi Jinping presented a more
prominent role for military diplomacy. Ac-
cording to Xi, military diplomacy should
support the overall national foreign policy,
protect national security, sovereignty, and
development interests, and promote mili-
tary construction (Zhou, 2015).

In addition to a constant drumbeat of
military-to-military exchanges across the
globe, the pLA is also responsive to glob-
al developments and potential opportuni-
ties to play new diplomatic roles. For ex-
ample, during the covip-19 pandemic, the
pLA transported and donated medical sup-
plies and vaccines to countries around the
world. It also provided opportunities for
joint learning and sharing of best practic-
es through video conferences with partner
militaries and provided in-country educa-
tion and training (Nouwens, 2021).
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Conclusion

President Xi Jinping has set the course
to turn the PLA into a modern military
that can help China achieve great power
status. This requires the PLA to be able to
resolve remaining priority disputes with-
in Chinas immediate neighbourhood
in order to create regional stability and
achieve the ccp’s political goals. Howev-
er, the pLA is learning to chew and walk
gum at the same time. While the pLA is la-
ser-focussed on a Taiwan contingency or
preparing for regional flashpoints, Chi-
na’s military is also slowly building up ex-
perience of operating globally in limited
but varied ways. While the pLA has been
tasked with the vague objective of protect-
ing Chinese overseas interests, it is clear
that greater PLA engagement and presence
should be expected in the future. For that
to be achieved, the pLA will require ad-
ditional procurement, logistics facilities
around the globe, improved and varied
exercises and potentially further organi-
sational changes at home to clarify com-
mand structures.
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End of an Fra?
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Russia’s renewed aggression against Ukraine in February 2022 forced
a realist turn in Europe. The Russia-China strategic rapprochement
has advanced the Eu’s appetite to rebalance Eu-China relations. Yet,
questions remain as to whether member states have the political will
to reconceptualize such ties. Is this the end of an era for Eu-China

relations?

Russia’s renewed aggression against
Ukraine in February 2022 has forced Eu-
rope toward a more realist foreign policy.
Europe is undergoing a process of strate-
gic adjustment, one that China’s political
support for Russia has accelerated, in-
creasing the bloc’s appetite to rebalance
cooperation with China. Beijing and Mos-
cow openly pledged to shape a new world
order, strengthening fears across the Eu-
ropean Union (EU) that the two are re-
writing the rules of the game. As one
of Chinas most important trade part-
ners and the world’s largest trading bloc,
in principle, the EU is well-positioned to
play a more relevant role in upholding the
rules-based order.

In practice, however, with a fragment-
ed and often inconsistent foreign policy,
the EU has failed to secure a balanced rela-
tionship with China, although China has
indeed increased its footprint in Europe.
This paper explores the impact of China’s
strategic partnership with Russia on the
EU’s political will to rebalance Eu-China
ties. It first assesses the state of EU-China
relations by exploring the European dis-
course and the practical policy outcomes.
Then, it explores the main elements of
the Russia-China strategic partnership
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and how it has affected eu-China rela-
tions. The paper argues that China’s sup-
port of Russia was a watershed moment
in EU-China relations. Still, questions re-
main as to whether this momentum will
secure a sustainable shift in the EU’s ap-
proach to China.

A New Geopolitical Reality

On March 10, 2023, Saudi Arabia and
Iran announced the normalization of
ties brokered by China, with a joint tri-
lateral statement reflecting the intention
“to resume diplomatic relations between
them and re-open their embassies and
missions within a period not exceeding
two months.” Beijing has apparently set a
new precedent in Chinese foreign policy
by taking on the mantle of an “interna-
tional mediator,” just as the international
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community is looking for a solution to
Russian aggression. Following the deal,
China’s top official for foreign affairs,
Wang Yi, said the dialogue was a success-
ful application of China’s Global Security
Initiative (Gs1), adding that China would
continue to be a constructive player in
promoting the proper handling of glob-
al issues.

That same month, while on a state vis-
it to Moscow, Xi Jinping said China was
ready “to stand guard over the world or-
der based on international law” alongside
Russia. This declaration occurred just days
after the International Criminal Court is-
sued an arrest warrant against Russia’s
Vladimir Putin. While at the Kremlin,
Xi praised Putin’s “strong leadership,” as-
serting that the two neighbors have the
responsibility “to promote the building
of a community with a shared future for
mankind” and support each other on is-
sues of core interest. The Chinese foreign
ministry confirmed the visit was meant to
“show support for Vladimir Putin”

The deepening of the China-Rus-
sia strategic partnership (as displayed
through Xi’s Moscow visit) has amplified
fears in Europe and among its like-mind-
ed partners about the implications con-
cerning global governance. At the 2023
NATO summit, a consensus emerged
among allies that the mutually reinforcing
attempts by Russia and China to undercut
the rules-based international order run
counter to NATO member countries’ val-
ues and interests. NATO’s message, echoed
by the participation of leaders from Aus-
tralia, Japan, New Zealand, and South Ko-
rea at the summit, was that the security of
Europe and the security of Asia are inter-
twined. The summit communiqué point-
ed towards a ramping up of competition
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at the expense of cooperation to address
global challenges. The strengthening of
the Russia-China friendship also reflects
a growing opposition to the international
order based on principles accepted by all,
advocating instead for an order based on
the will of the strongest.

Power Shifts in the Indo-Pacific

Years before Russia and China com-
mited to a “no limits” friendship in 2022,
Europeans had already grown anxious
about Chinas assertiveness in the In-
do-Pacific - and globally. Notwithstand-
ing differences within the EU concerning
China, the EU leadership perceives Bei-
jing’s foreign policy as inconsistent with
its claims of playing a constructive role in
the world. China’s sovereignty claims and
maritime disputes in the South and East
China seas, and its willingness to use mili-
tary and economic coercion to intimidate
its neighbors, have nourished fears that
China is threatening a free and open In-
do-Pacific. China has pursued militariza-
tion in the region by building bases and
using them to intimidate Southeast Asian
coastal states, thus undermining their
right to exercise sovereignty under inter-
national law. According to the Eu, Bei-
jing’s assertiveness signals an intention to
impose its own will on the region at the
expense of theirs.

The concept of the Indo-Pacific has
spurred East and Southeast Asian allies
and partners to join regional and mini-
lateral efforts for cooperation, such as the
Quad, involving the United States, In-
dia, Japan, and Australia. Despite efforts
to balance security and trade consider-
ations, such formats are now shaping the
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architecture of security in the region. The
EU joined international efforts to ensure
regional security with its own 2021 Strat-
egy for Cooperation in the Indo-Pacif-
ic. “The Indo-Pacific is a very important
part of the world for us. It is the future,
where the world’s centre of gravity is mov-
ing, both in geo-economic and geo-polit-
ical terms,” said the EU High Representa-
tive Josep Borrell. The Strategy also noted
tensions around contested territories and
maritime zones, with a significant mili-
tary build-up, “including by China?”

The document revealed a strategic
awakening in the Eu, indicative of the
member states’ willingness to reconsid-
er their approach to the region. The Eu
has started reassessing the risks of do-
ing business with China, with de-risking
as their new objective, as put forward by
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the European Commission president Ur-
sula von der Leyen in March 2023. The
Strategy also stated that “the display of
force and increasing tensions in region-
al hotspots such as in the South and East
China Sea and in the Taiwan Strait may
have a direct impact on European securi-
ty and prosperity” This focus has enabled
framing Taiwan as a like-minded partner
on its own merit rather than seeing it ex-
clusively through the eu-China lens. Go-
ing forward, how the EU manages its rela-
tions with Beijing will shape its future in
the Indo-Pacific.

eU and China, Systemic Rivals

In navigating EU-China cooperation
amid geopolitical challenges, “systemic
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rivalry” has become the dominant dimen-
sion of the EU’s discourse on China. In
2019, the European Commission labeled
China a “systemic rival promoting alter-
native models of governance” Through-
out the pandemic, Beijing used mask and
vaccine diplomacy to improve its global
image at the expense of democracy, inten-
sifying fears across Europe about China’s
global influence.

In June 2020, for the first time, Brus-
sels named China, along with Russia, as
a source of disinformation linked to the
coronavirus and aimed at undermin-
ing Western democracies, sowing inter-
nal divisions and projecting a distorted
view of China’s response to the pandem-
ic. China has continued to use its eco-
nomic and military power to advance its
interests, including deepening its strate-
gic partnership with Russia. In the words
of the Commission president, “how Chi-
na continues to interact with Putin’s war
will be a determining factor for u-Chi-
na relations going forward.” This state-
ment reveals the extent to which China’s
unwillingness to condemn the aggression
shapes European perceptions of China.
EU-China relations have hit a new low
point in an ongoing deterioration that
has unfolded for years.

The Long List of Grievances

The factors that have accelerated the
deterioration in bilateral ties include
China’s human rights abuses in Xinji-
ang, which resulted in Brussels imposing
sanctions on Chinese officials responsi-
ble for these violations in 2021. In retal-
iation, China imposed countersanctions
on Members of the European Parliament
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(MEPs) and European scholars, which led
to the European Parliament condemn-
ing the arbitrary sanctions and freez-
ing ratification talks on the Comprehen-
sive Agreement on Investment (car1) with
China.

European legislators urged the Com-
mission to take the human rights situa-
tion in China - as well as in Hong Kong
- into account when deciding whether to
endorse the agreement or not. They also
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stressed that other trade and investment
agreements with regional partners, includ-
ing Taiwan, should not be held hostage by
the suspension of the caI ratification, sig-
naling the legislators’ understanding of
Taiwan’s strategic relevance.

For the first time, Brussels promot-
ed the issue of cross-Strait relations on
its agenda while upholding its commit-
ment to “pursue its multifaceted engage-
ment with China” The Eu acknowledged
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that China’s display of force in the Taiwan
Strait “may have a direct impact on Euro-
pean security and prosperity.” In October
2021, in their first stand-alone report on
Taiwan, MEPs urged considering Taiwan
“a key partner and democratic ally in the
Indo-Pacific on its own merit, as a robust
democracy and technologically advanced
economy that could contribute to main-
taining a rules-based order in the middle
of an intensifying great power rivalry.”
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When Trade Becomes a Weapon

Closer to home, China’s economic co-
ercion against Lithuania was yet anoth-
er wake-up call for Europe to understand
its vulnerabilities. In 2021, Lithuania left
the 16/17+1 cooperation framework with
China and decided instead to expand co-
operation with Taiwan, a decision driven
by national security concerns. Vilnius al-
lowed Taiwan to open a “Taiwanese” office
in the country (breaking with the prac-
tice of naming it the “Taipei office”) and
opened a Lithuanian representative office
in Taipei.

In response, Beijing downgraded Lith-
uania’s ambassador in Beijing to chargé
daffaires. “There are so many ways Chi-
na can teach Lithuania a lesson,” the Glob-
al Times, Chinas state media, warned.
Beijing halted cargo trains en route to the
Baltic country and deleted - and soon af-
ter reinstated — Lithuania from its cus-
toms registry. This situation compelled
the EU to act, requesting the intervention
of the wrto. It also accelerated Eu efforts
to establish its own anti-coercion tool.
Consequently, in 2021, it proposed an An-
ti-Coercion Instrument that allows for
countermeasures against third countries
that seek to use trade for political objec-
tives, expected to work as a deterrent.

The hawkish shift in European per-
ceptions has been noticeable not only in
the narrative but also in a willingness to
adopt defensive measures to protect Eu-
ropean interests. The Commission regu-
larly discusses the collective threats posed
by China - economically, technological-
ly, and politically. While reaching a con-
sensus has remained challenging, Europe
is reconsidering its geopolitical posi-
tion in the world, and China is central to
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these reflections. Member states have con-
verged around the need to de-risk coop-
eration — rather than decoupling. As the
Commission president elaborated, bilat-
eral relations have become “unbalanced
and increasingly affected by distortions
created by Chinas state capitalist sys-
tem,” adding that the EU doesn’t want to
cut economic, societal, political, or scien-
tific ties with China, which remains a “vi-
tal trading partner.” De-risking entails the
EU strengthening the strategic sectors in
which it is too reliant on China.

The v Strikes Back

The Commission has identified key as-
sets in its critical infrastructure, includ-
ing energy, transport, or digital connec-
tivity, that remain vulnerable and face
threats. Hence, since 2020, the EU has
used a framework for foreign investment
screening. This Eu-level mechanism was
designed to review incoming investment
in critical areas of infrastructure on na-
tional security grounds, with the Com-
mission playing a coordinating role. FDI
screening in the EU remains the task of
member states, and the regulation does
not equip EU institutions with the legal
competency to apply screening to any in-
bound investment. Instead, it enables the
Commission to issue opinions to member
states regarding any planned, completed,
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or undergoing screening. It is up to mem-
ber states to consider said opinion. The
value of the mechanism lies in establish-
ing a coordination framework rather than
an EU-level screening authority.

This tool was part of the EU’s response
to geopolitical competition for critical re-
sources and strategic assets. With its Crit-
ical Raw Materials Act, proposed in 2023,
the EU seeks to become less reliant on
Chinese refining capacities, introducing a
set of actions to ensure the EU’s access to
a secure, diversified, affordable, and sus-
tainable supply of critical raw materials,
which are indispensable for strategic sec-
tors, namely the net zero industry and the
digital industry. Public procurement and
market access are issues that have further
burdened Eu-China relations. The Euro-
pean side has for years expressed con-
cerns that its companies face difficulties
in accessing Chinese public procurement,
while Chinese companies have guaran-
teed access to European public procure-
ment.

With its International Public Procure-
ment Policy (1p1), adopted in June 2022,
the EU seeks to achieve reciprocity and
improve market access opportunities for
its companies. This instrument aims to
support a more assertive trade policy in
response to trade conflicts — with China,
but also with the United States. According
to Eu Commissioner Valdis Dombrovskis,
it is designed to give the EU “extra leverage
to remove barriers and promote fair com-
petition for the benefit of all”

Not Choosing Sides

The increasing geostrategic tension be-
tween the us and China has forced the EU
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to secure a better position while avoiding
choosing sides. China’s global assertive-
ness in reshaping global governance to
benefit its interests — including its support
for the Russian aggression - has accelerat-
ed Europe’s geostrategic adjustment. Yet,
notwithstanding strong language on Chi-
na and its defensive measures, as a trade
partner, China remains in fact an im-
portant consideration for the EU, making
de-risking difficult.

For most member states, trade with
China remains significant. Some, namely
Germany, have their own China strategy.
Others, such as Hungary, prefer keeping
China as a close partner while ensur-
ing that it doesn’t play a prominent role
in their domestic agenda. Member states
are not aligned when it comes to China.
Fragmentation in the European bloc per-
sists on several levels: between member
states, between EU institutions, and be-
tween Brussels and member states. Re-
search shows that approaches towards
China vary depending on the intensity of
ties, the extent of economic dependence,
and attitudes towards the authoritarian
government in China.

At the same time, China considers Eu-
rope a crucial partner in its quest for glob-
al influence, particularly as it finds access
to American technology evermore re-
stricted. EU-China cooperation is vital for
Beijing, and access to Europe’s research
and development will become even more
relevant. Yet, China’s aggressive posturing
has forced EU member states to gradual-
ly converge in their perception of a threat
and their support for a renewed bilateral
engagement. China’s strategic alignment
with Russia has been a catalyst in bring-
ing an era of business as usual with Chi-
na to an end.
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Conversation between Xi Jinping and Volodymyr Zelensky, president of Ukraine. March 16, 2023

Russia and China, “no Forbidden
Areas of Cooperation”

China’s political support for Russia has
complicated European efforts to isolate
Moscow. The EU acted fast by adopting
sanctions, with eleven packages agreed
since the start of the aggression. The latest
round of said packages focuses on com-
bating the circumvention of pre-existing
trade sanctions rather than introducing
new bans. The EU warned Beijing about
this precisely at the 2022 Eu-China sum-
mit: “We expect China, if not supporting
the sanctions, at least to do everything not
to interfere in any kind.” The Commission
president declared that if China support-
ed Russia’s ability to wage war, “it would
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lead to a major reputational damage for
China here in Europe”

Regarding Russias war against
Ukraine, the goal has remained clear: “to
make sure that Putin’s war of choice will
fail” Strategic clarity has strengthened
across Europe regarding the need to equip
the bloc with defensive tools and show the
political will to act. The EU has remained
united in the face of aggression, Ukraine
has strengthened its democracy, and Rus-
sia has become more isolated. NATO is
more united than ever, while China has
struggled to position itself strategically;
by supporting Putin, Xi Jinping has deep-
ened the tensions with the Eu.

While Beijing has tried to distance it-
self from Russia, the latter has become
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its biggest oil supplier, with Moscow sell-
ing discounted oil to Beijing amid sanc-
tions. Russia even displaced Saudi Ara-
bia as China’s biggest oil provider. These
developments convinced many in Eu-
rope that Beijing was not distancing it-
self from Moscow and that its neutrality
claims regarding the war contradicted re-
ality. In their “no limits” friendship, estab-
lished twenty days before Russia invad-
ed Ukraine, Moscow and Beijing claimed
they would seek “true multilateralism” in
a cooperation model that “surpasses an al-
liance”

Moscow’s key security policy objective
has been to secure a global role by disrupt-
ing European security architecture and
forcing the negotiation of a new struc-
ture. Russia has also pushed for a strategic
decoupling between Europe and the us.
Closer ties with Beijing have helped Mos-
cow to project the image of a globally con-
nected, not isolated Russia.

China as a Peacemaker?

The strategic coordination between
China and Russia is in reality a continuing
and consistent consolidation of bilater-
al ties, bolstered since the end of the Cold
War. The relationship has gone from good
neighborliness in the 1990’ to a compre-
hensive strategic partnership in the early
2000’, upgrading into “a comprehensive
strategic partnership of equality, mutu-
al trust, mutual support, common pros-
perity and long-lasting friendship”, and
then turning into a “comprehensive stra-
tegic partnership of coordination for a
new era.”

In March 2023, the two sides pointed
out that, regarding Ukraine, “the legiti-
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mate security concerns of all countries
must be respected.” This declaration was
in line with China’s position paper call-
ing for the “Political Settlement of the
Ukraine Crisis”, which suggested that the
only viable solutions to the “crisis” were
dialogue and negotiation. Russia, in ex-
change, committed to support China’s
sovereignty claims over Taiwan. China, in
turn, has acknowledged that Russia had
“legitimate security concerns”, denounc-
ing the United States as the main culprit.
This rhetorical alignment has substantiat-
ed European doubts, even though the Eu
initially hoped China could play a medi-
ating role.

China repeatedly attempted to por-
tray itself as a peacemaker but did little to
convince Europeans that it would play a
constructive role in stopping the Russian
aggression. The EU dismissed Beijing’s
‘peace plan’ as a “political initiative” that
applied a biased interpretation of inter-
national law: “The position paper doesn’t
take into account who is the aggressor and
who is the victim of an illegal, unjustified
war of aggression.”

Beijing’s Vision of Global
Governance
For China, Russian defeat in Ukraine

is not a desirable outcome as this would
mean a victory for the liberal international
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+ Beijing has big stakes
in Russia not losing,
which renders its claims
to be a neutral mediator
questionable.

order and undermine the pursuit of an al-
ternative governance model. It would also
weaken the Chinese Communist Party’s
legitimacy concerning unification with
Taiwan. In contrast, a victorious Russia,
one that remains a junior partner for Chi-
na, would serve Beijing’s interests. There-
fore, Beijing has big stakes in Russia not
losing, which renders its claims to be a
neutral mediator questionable. China has
benefited from Russias direct attack on
democracy.

Beijing has been working on shap-
ing international developments by using
its economic weight strategically, under-
mining democracy as a viable system for
economic prosperity. Through its initia-
tives, namely the Global Security Initia-
tive (Gsi1), the Global Civilisation Initia-
tive (Gcr), and the Global Development
Initiative (GDI), Beijing has aimed to am-
plify China’s global voice. The GsI con-
tains China’s core principles of diplomacy,
including the importance of state sover-
eignty and territorial integrity, non-inter-
ference in the internal affairs of states, and
opposition to unilateral sanctions. It is an
attempt to lay out Xi Jinping’s vision of
global governance.

GsI and Gp1 are closely linked, based
on the Chinese Marxist belief that secu-
rity is a prerequisite for development and
development is a guarantee for security.
GCI promotes a state-defined values sys-
tem, in an attempt to eliminate universal
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values, including human rights and de-
mocracy. These initiatives are ultimate-
ly designed to support “the great rejuve-
nation of the Chinese nation,” incomplete
without unification with Taiwan. Overall,
China’s military modernization has im-
proved the capability of its armed forc-
es. Right now, China has the largest navy
and air force in Asia and the largest coast
guard in the world, and it is a grand aid
donor and lender in the Indo-Pacific.
While its toolbox of incentives and co-
ercion supported by information manip-
ulation has had mixed results in terms
of influence, there is no sign of Beijing’s
willingness to play a constructive global
role that would protect, rather than un-
dermine, democracy.

Conclusion

Dealing with an aggressive Russia has
united Europe. However, regarding Chi-
na, EU member states are not aligned. De-
spite their persistent divergence, China’s
support for Russia has deepened Euro-
pean awareness of its vulnerabilities and
accelerated efforts to rebalance ties with
China. Europe now links the security
of the Euro-Atlantic with that of the In-
do-Pacific, a sentiment that resonates in
the region. “The security of Europe and
of the Indo-Pacific is inseparable. Rus-
sian aggression against Ukraine is not a
problem for Europe alone, but instead an
outrageous act that undermines the very
foundation of the international order.
said Japan’s Prime Minister, Fumio Kishi-
da, at the 2022 NATO summit.

In 2020, EU High Representative Bor-
rell stated that the EU must face the ques-
tion of how it should deal with China
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pursuing a global influence strategy and
determine its own role. These, said Bor-
rell, are both issues of fundamental im-
portance for Europe’s future. In 2023, Chi-
na’s global clout remains crucial and will
shape Europe’s role in the twenty-first
century. The question, however, remains
as to whether member states will have the
political will to reconceptualize ties with
China with a coherent and credible Eu
strategy. Is this the beginning of a new era
in EU-China relations?
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