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UNDERSTANDING CHINA'S FOREIGN RELATIONS

Primary Executive Leadership
concerns constraints transitions
* Regime survival * “Party rules all.” * Less stable
* Economy & * No separation of * Less
international status power institutionalized

China: Domestic factors have more immediate and direct influence in China’s foreign relations.




EVOLUTION OF CHINA'S INTERNATIONAL POSITION

DENG’S LEGACY:“KEEPING LOW-PROFILE”

EQOOB
“Big power

diplomacy”

e P | KNOWHU % §

eform c:n His ihmi’

“G2” ‘(BRICS”

40008

“Peaceful Rise”

e “Stakeholder”
“Strategic partnership”
0E . — S “China threat”
1578 1980 1582 1964 19485 15EE 1990 1552 1994 15596 1998 2000 2002 2002 2006 2008 2010 2012 2014 20162017
“Non-alignment”

GDP (CONSTANT 2010 USD)
SOURCE: WORLD DEVELOPMENT INDICATORS



ECONOMIC DOWNTURN: UNREST AND RESPONSE

1991-1993:
First bid for
Olympics
1986-7:
Student
protests
1989:
Tiananmen
Incident

1998-2001:
Second bid
for Olympics

1999-2000:
Breakthrough
inWTO
negotiations

1999: Anti-
US protest

2013: Belt &
Road Initiative

2012: Anti-
Japan protest

GDP GROWTH (ANNUAL %)
SOURCE: WORLD DEVELOPMENT INDICATORS




UNDERSTANDING CHINA'S FOREIGN RELATIONS
DURING THE CURRENT DOWNTURN

Tolerating
Nationalism

Economic Regime
slowdown survival

Shifting
Strategies




THE BELT AND ROAD INITIATIVE

= China’s “grand strategy”

= To sustain economic growth
= To increase international influence

" To restore the glorious past

= Xi Jinping’s legacy
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THE BELT AND ROAD
INITIATIVE (BRI)
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Initiated by Xi in late 2013
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BRI: BACKGROUND

" Woang Jisi

= 2012: “Marching Westward: The Rebalancing of China’s
Geostrategy”

= Extending the “Western Development” Strategy

2 U.S. “Ohio Class”
Submarines with
Nuclear Warheads

Increased
« Troop

=  Domestic inequality (East vs.VVest)

= Separatist and terrorist activities

Presence

Troop Presence ,
Increased to 28,500 OBAMA's

=  Geostrategic rebalancing

"ASIA PIVOT”
= Responding to Obama’s Pivot to Asia STRATEGY
= Rethinking China as the “Middle Kingdom” Bt N o Dk,
o Sor
Presence
“China does not need to limit itself to first becoming raft . A'n : ®... ﬁ
an Asia-Pacific power, then becoming a global power.” o e ‘Marines e

Forces Presence
SOURCE: WSWS.ORG



Commodities & .

transactions not 1990 Structure of Chinese Exports

classified according to
kind, 1.9%

Food and live animals, Beverages and
10.8% tobacco, 0.6%

Crude materials,
inedible, except fuels,
5.6%

BRI: BACKGROUND

Miscellaneous .
- manufactured Iubrlcants_ and related
articles, 28.4% ) materials, 8.3%
m  Justin Yifu Lin =

Mineral fuels,

Animal and vegetable
oils and fats, 0.3%

Chemicals, 6.2%

= 2013: “Beyond the Marshall Plan:A Global Structural Transformation Fund”
® Previous success of Chinese economy adierysnd

transport equipme

17.3% Manufact goods

classified chiefly by
m  Advantage of backwardness e e
u CO m Paratlve advantage Commodities & Food and live  Beverages and Crude materials, Mineral fuels,
transactions not animals, 2.7% _, tobacco, 0.1% . inedible, except lubricants and

fuels, 0.7% related materials,

classified according

= Challenges to China’s growth tokind, 0.1% ﬁ
= Continued strong growth in investment

Miscellaneous

1.7%
Animal and
W vegetable oils

and fats, 0.0%

manufactured

= Widening of income inequalities aricles, 26.8%

= An international solution
2009 Structure of Chinese Exports

®  |nvesting infrastructure in developing countries

m |nitiating a Global Structural Transformation Fund

SOURCE: WITS Database; from Lin, Yifu.
2011. “China and the Global Economy”



“Belt and Road" infrastructure projects, planned and completed (March 2017)
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of the 21st Century

China aims to build a global infrastructure network ?
merics

Written in the Party Charter;

Estimated | trillion US dollars;
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BRI: FUNDING MECHANISMS

= Asian Infrastructure Investment Bank Funding for BRI by source

Outstanding loans or equity investment at end-2016 (USSbn)

= [nitiated by China in 2013; operated in December 2015.

. Silk Road Fund & Asia Infrastructure Investment Bank 2
= 57 founding members
New Development Bank

= |nitial capita| $100 billion Export-iImport Bank of China (aka Brics bank) 2

» Silk Road Fund e‘“

= Established in December 2014

: : |
= Backed up by China’s sovereign wealth fund $§3;*’b,,
= $55 billion
Big 4 state-owned
= China policy banks and commercial banks China Development Bank commercial banks

= China Ex-Im Bank

Sources: Company statements; Oxford Economics; FT estimates

= China Development Bank



BRI: CHINA-
CENTRIC EFFORTS

“When we hear the BRI rhetoric
we think it is about China sharing
the love and giving us money and
contracts, but they would say they
are sharing the love by helping fill
the infrastructure deficit and
helping under-developed countries
develop.”

Raffaello Pantucci

Director of the UK’s Royal United Service Institute

Source: Financial Times

)

. |
Chinese companies win majority of Eurasia projects

Distribution (%)

Bl Chinese contractors Local contractors Bl Foreign contractors

China-funded projects Multilateral bank projects
3.4

Study covers 178 transport infrastructure projects funded between 2006-18 by either Chinese institutions or
the World Bank and Asian Development Bank

Source: CSIS Reconnecting Asia Project
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BRI: POTENTIAL CHALLENGES

Domestic Foreign Domestic
Origin Policy Impact

= To sustain economic growth = To raise international influence  ® Xi Jinping’s legacy
= Debt crisis!? = Regional instability? = China’s Putin?

= Financial instability? = China’s international image? = Declining influence after Xi?



IMPLICATIONS TO THE UNITED STATES

Problems

= Lack of clear visions or grand strategies

= Dominance of domestic issues

Potential directions

= America First?

= Reviving the Trans-Pacific Partnership?

= Reinvesting in existing international
arrangements?
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