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Introduction
Chinese Investmentsin Europe
Power, Influence, and the Liberal International Order

Indrajit Roy and Ran Hu

As one of the world’s largest economies, the influence of the People’s Repub-
lic of China on the international order has generated much attention. Since
its reform and opening-up in 1978, China has transformed itself from a poor
and relatively isolated country into an economic powerhouse with a strong
military capability and technological sophistication. With decades of strong
economic growth, China surpassed Japan in 2010, becoming the world’s
second largest economy. It is predicted to overtake the United States (US)
and become world’s largest economy in 2028 (CEBR, 2020). Chinas rise’ has
been interpreted as the emergence of a Chinese world order or a Chinese
century, at the expense of Western domination.” Though these visions of
Chinese domination have yet to be realized (Kai, 2015; Thurow, 2007),
China’s rise seems to have taken on a new meaning: its long-established
discourse of a ‘peaceful rise’ appears less tenable. For the first time since the
Industrial Revolution, the West is confronted by a military and economic
power that is not White.

! Publications referring to China’s rise have proliferated over the last three decades. See, for example,
Kristof’s (1993) The Rise of China; Ikenberry’s (2008) The Rise of China and the Future of the West; and
De Graaff et al. (2020)’s China’s Rise in a Liberal World Order in Transition, among others. More recently,
Doshi’s (2021) The Long Game claims to unearth ‘China’s grand strategy to displace American order’.
China’s Belt and Road Initiative (BRI has offered the occasion for growing commentary of such purported
grand strategies (Cavanna, 2019; Fallon, 2015; Macaes, 2018; Scobell et al., 2018)

? See, for example, The Economist, 2018; Jacques, 2009; Rees-Mogg, 2005; and Stiglitz, 2014. Others
have described this process as a ‘re-emergence’ of China, see (Nye, 1997; Rapkin and Thompson, 2003);
or the rejuvenation of the Chinese nation (Yan, 2001).

Indrajit Roy and Ran Hu, Chinese Investments in Europe. In: Rising Power, Limited Influence. Edited by: Indrajit Roy, Jappe
Eckhardt, Dimitrios Stroikos, and Simona Davidescu, Oxford University Press. © Oxford University Press (2024).
DOI: 10.1093/0s0/9780192887115.003.0001
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2 Rising Power, Limited Influence

The Puzzle of Chinese Power: Growing Resources vs
Limited Influence

The rise of China’s economic, military, and political power and its likely
impact on the behaviour of other states has been documented by sev-
eral studies. These works suggest that China’s rise is influencing not only
the behaviour of other states, but also the character of the international
order. Although this scholarship undoubtedly offers a crucial foundation
for an enriched understanding of the global distribution of power, it tells
us little about how effectively China uses its power, if at all. While much
has been written about whether and how China seeks to influence the
Liberal International Order (LIO), the debates tend to be bounded by
assumptions of relative power shifts generating certain responses from
others or claims about the resilience of the international order. Conse-
quently, the ensemble of China’s actions, other countries’ responses, and the
influence—if any—of these relationships on the international order remains
neglected.

Indeed, as prescient observers of China’s rise have noted, its growing
economic and military might do not mechanically translate into either an
enhanced influence on the international order or the ability to prevail over
other countries. Despite its recent pandemic diplomacy, China was unable to
exercise any meaningful leverage over the policies of recipient countries. Its
sprawling investments across 120 countries via the Belt and Road Initiative
have had limited impact in shaping host countries’ attitudes towards China.
In Europe, Africa, and South-East Asia, China’s ascendance has hardly been
welcomed with the enthusiasm that critics feared and supporters hoped for.
Against neighbours with whom it has had long-standing territorial disputes—
including Japan, the Philippines, Vietnam, and India—China’s obvious mil-
itary and economic superiority have not translated into any meaningful
influence on them or the broader international order. Nevertheless, critical
assessments (Segal, 1999) that China is no more than ‘overrated; a ‘second-
rank middle power; or a ‘theoretical power’ do not account for the country’s
growing footprint across the globe (Doshi, 2021; Macaes, 2018; and Chhabra
etal., 2021). As David Shambaugh (2013) notes in his much-acclaimed study,
China’s global spread in the realms of diplomacy, global governance, and eco-
nomic, cultural, and security networks is a fact. And yet even he concludes
that despite China’s active presence in different parts of the globe, its inabil-
ity to shape actors or events means that it is, at the end of the day, a partial
power.
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Chinese Investments in Europe 3

This volume is motivated by a significant puzzle that lies at the heart of
China’s ascendance: the gap between its growing economic, military, and
cultural resources and the conversion of those resources into meaningful
global influence. This puzzle in turn leads to at least three crucial questions:
(1) Does China, in fact, intend to challenge the international order? (2) Do
China’s expanding overseas investments have unintended consequences for
the international order? And (3) How does European agency interact with
Chinese influence to (re-)shape the Liberal International Order? Answer-
ing these questions requires us to direct detailed attention to the ways in
which China uses its power to affect the policy choices and decisions of
other countries, instead of focusing on scorecards that enumerate its political,
economic, and cultural resources. Reflecting on these questions on China’s
power requires us to move away from understandings of power as resource
to power as influence, which relates resources to outcomes. The contribu-
tors to this volume assert that to assess China’s impact on the international
order, we must appreciate the ways in which its growing power resources
are translated into actual policy influence. Here, we find helpful the crucial
distinction offered by Evelyn Goh (2014; 2016) between an understanding
of power that is limited to enumeration of resources and latent capability,
towards an understanding of power that focuses on its effective exercise, or
influence, on the preferences and behaviour of other actors.

Case Selection

In this volume we investigate the puzzle of China’s growing resources against
its limited influence on the international order. We do so by exploring the
three questions noted above in the context of the politics of Chinese invest-
ments in Europe. Three core reasons motivate the selection of European
countries as empirical cases for this study. First, Chinese investments in
Europe upend the usual direction of financial flows from the ‘developed
countries’ of the Global North to the ‘developing countries’ of the Global
South, which have underpinned the international order. Second, the grow-
ing volume of overseas investments originating in China, which continues to
be labelled a ‘developing economy, is unabashedly authoritarian and, where
the state permeates its economy, threatens to disrupt the liberal foundations
of the international order. Third, Europe prides itself upon and is widely con-
sidered the champion of the Liberal International Order, if not its forebear.
The increasing volume of economic investments originating in one of the
world’s most resilient authoritarian regimes towards a Europe where liberal
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4 Rising Power, Limited Influence

values are increasingly besieged provide us with useful entry points into the
ways in which China’s actions interact with responses from other states to
influence the international order.

China’s OFDI in 2020 stood at USD 153.71 billion, ranking first globally for
the first time.’ Since 2012, China has come in the top three countries in terms
of the OFDI flows. Driven by its ‘Going Out’ strategy and Belt and Road Ini-
tiative, China is expected to continue the expansion of its OFDI footprints.
Through overseas investment, China can not only boost its economy, but also
further project its power by leveraging its economic strength. Between 2003
and 2012, China’s OFDI flow to Europe tripled with a general uptrend, stand-
ing at USD 7.04 billion in 2012. Between 2013 and 2019, the flow fluctuated.
China’s OFDI flow in Europe recorded its lowest of USD 5.95 billion in 2013
and the highest of USD 18.46 billion in 2017, but it still registered at USD
12.69 billion in 2021. Due to the opacity of the Chinese Communist regime,
there is a serious concern that the Chinese OFDI may pose certain ‘existen-
tial’ political problems to Europe (Meunier, Burgoon, and Jacoby, 2014: 119).
For instance, Godement and Parello-Plesner (2011: 1) sounded an alarm by
asserting that China was ‘buying up Europe; calling it a ‘scramble for Europe’
Other narratives such as China ‘invading’ (LUExpress, 2011) or ‘taking over
Europe’ (Bordet, 2011) also emerged.

Despite these alarms, the politics of Chinese investment in Europe remains
under-researched: most literature on China’s OFDI has focused on the types
of the Chinese OFDI and investors, investment behaviour, patterns, and
rationale (Hanemann, 2014; Knoerich and Miedtank, 2018; Meunier, 2014b,
2014c¢; Meunier, Burgoon, and Jacoby, 2014; Pavlicevi¢, 2019; Zhang and Van
Den Bulcke, 2014). A preliminary research agenda on the politics of Chi-
nese investments in Europe is emerging and growing (Meunier, Burgoon,
and Jacoby, 2014). Meunier (2014a) discusses the most the issue concerning
political implications with regards to European domestic politics, institu-
tional process, and transatlantic relations. Zhang and Van Den Bulcke (2014)
focus on security and institutions, and Burgoon and Raess (2014) on labour
regulation.

The collection of papers in Meunier et al., (2014) are valuable for their
granular perspectives on Chinese investments in Europe. Their volume is
framed by five questions: (1) What is the true magnitude of Chinese FDI in
Europe? (2) Should Europeans see Chinese investments as malign or benign?

* All the data for this introduction are taken from the Statistical Bulletin of China’s Outward Foreign
Direct Investment, an annual report compiled jointly by the Ministry of Commerce of the People’s Repub-
lic of China, National Bureau of Statistics, and State Administration of Foreign Exchange. Data refers to
mainland China only, Hong Kong and Macao excluded.
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Chinese Investments in Europe 5

(3) Are national and European perspectives on Chinese FDI in conflict?
(4) Are political reactions to Chinese FDI different in Western and in CEE
countries? And (5) Is the influx of Chinese FDI into Europe a security threat?
In responding to these questions, they lay the agenda for further research on
the political impact of China’s investments in Europe. However, the scope of
the articles precludes an exploration of the influence of Chinese European
investments on the world order, an important area of investigation in light
of the vast and growing literature on the topic. This volume builds on the
research agenda proposed by Meunier and her colleagues while also making
distinct empirical, conceptual, and theoretical contributions outlined below.

China’s Influence on the International Order: Prevalent
PerspectivesinIR

The growing attention being paid to China’s influence on the international
order has been motivated by a number of recent Chinese actions. Since
2012, the Chinese government led by President Xi Jinping has largely aban-
doned its traditional foreign policy strategy of taoguang yanghui (keeping
a low profile) and embraced a new strategy of fenfa youwei (striving for
achievement) (Foot, 2014; Renminwang, 2013; Serensen, 2015; Yan, 2014).
In recent years, the country has portrayed itself as a staunch champion of
liberal globalization. The Belt and Road Initiative was, for instance, framed
by the Chinese Foreign Minister Wang Yi (2018) as ‘a public good China
offers the world ... [that] has grown into the largest platform for international
cooperation. During the 2017 World Economic Forum, Chinese President Xi
Jinping defended multilateralism, globalization, and free trade, and champi-
oned a commitment to ‘growing an open global economy’. Four years later, Xi
(2021) re-emphasized that ‘upholding multilateralism’ is the way to address
the challenges and problems the world is facing.

At the same time, contradictions abound. China’s domestic behaviour is
not always an endorsement of liberal globalization, given its high degree
of state intervention in the economy, the limited market access for foreign
investors, and its human rights violations. Moreover, China has become more
assertive, if not completely aggressive, particularly regarding the issues and
events taking place in the Asia-Pacific region. A recent example is the grow-
ing tension between China and the US in the South China Sea, where China
continues to build artificial islands and conduct military exercises whilst the
US strengthens its cooperation with other countries in the region (Geaney,
2020; Tangen, 2020).
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6 Rising Power, Limited Influence

Meanwhile in Europe, a new consensus among EU members on China
appears to have emerged (Oertel, 2020), frustrated by lack of progress on
improvement in China’s market access and human rights practices. A survey
on the character of EU-China relations in 2020 shows that all but three EU
member states now regard ‘China, pragmatically, as rival and partner’ (Busse
et al., 2020).* In 2019 the EU labelled China as ‘a systemic rival promot-
ing alternative models of governance’ (EU Commission, 2019: 1). Bilateral
relations between China and different European nations are troubled. The
UK-China relationship is now in a deep freeze, with the UK public opin-
ion about China plunging (Ford and Hughes, 2020). France and Germany
were also compelled to reappraise their ties with China, given China’s grow-
ing assertive approach to international affairs (Oertel, 2020; Solomon and
Chazan, 2020). According to Pew Research Centre, negative views of China
prevailed in all fourteen countries surveyed (Silver, Devlin, and Huang,
2020). Public perceptions favourable to China have nosedived in the wake
of the COVID-19 pandemic.

These contradictory dynamics have understandably led to a proliferation
of studies on the influence of China’s ascendance on the international order.
Following Ikenberry (2018), we identify five features of the LIO. One con-
cerns openness in trade and exchange. The second relates to rules-based
relations between states. The third pertains to collective security. The fourth
conviction that underpins the LIO is the belief that international society
can be reformed: states can work together to achieve mutual gains rather
than being embroiled in zero-sum power contests. Last but not least, the
LIO is animated by a conviction that internationalization will nudge states
towards liberal democracy: liberal democracies will become more liberal and
authoritarian states will become democratic.

In broadest terms, studies on the influence of China’s rise on the LIO
fall into two categories. The first draws on realist theoretical approaches to
analyse the motivations, actions, and reactions of individual states. Their con-
siderations include China as well as other states with whom China interacts,
considering their relative intentions, preferences, and actions. The second
draws on liberal theoretical approaches to foreground the global institutions
within which different states are embedded, with a focus on how these insti-
tutions shape the behaviour of states. As we shall see, both categories share
an understanding of power that is limited to resources.

* Only Bulgaria, Greece, and Cyprus categorize China ‘as strategic partner, according to the survey
(Busse et al., 2020).
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Chinese Investments in Europe 7

According to realists, China’s rise is bound to trigger a conflict between
itself and the West (Allan, Vucetic, and Hopf, 2018; Allison, 2017; Goh, 2014;
Khalilzad, 2017; Krickovic, 2017; Layne, 2018; Liff, 2016; Mearsheimer,
2001, 2010, 2019; Schake, 2017; Yan, 2010), thus threatening the LIO. Ana-
lysts writing in this vein present two interlinked visions for the future of
the LIO. The first vision focuses on China’s challenges to regional orders
in East and South-East Asia by establishing its predominance in the region
and further pushing the US out of Asia (Larson, 2015; Mearsheimer, 2001,
2019; Montgomery, 2014; Shambaugh, 2004). The second vision looks
beyond Asia and pivots to a worldwide systemic competition, signalling the
return of great-power rivalry (Allison, 2017; Fravel, 2010; Schweller and Pu,
2011; Wright, 2018), this time ‘between the U.S.-led and Chinese-led orders’
(Mearsheimer, 2019: 47).

By contrast, liberals anticipate China’s full integration into the LIO (Buzan,
2010, 2018; Deudney and Ikenberry, 2018; Ikenberry, 2008, 2009, 2011,
2014, 2017, 2018; Lieber, 2014; Zeng and Liang, 2013). Analysts writing
in this vein make three claims. First, the LIO is highly institutionalized,
open, and resilient (Ikenberry, 2017). Second, despite China’s continued
rise, the US and its Western allies remain highly influential players (Tang,
2018; Zakaria, 2020). Third, China is either unwilling or unable to offer an
appealing alternative to the LIO (Breslin, 2013; Cooley and Nexon, 2020;
Mitter, 2021). Therefore, scholars who focus on structures claim that the LIO
will endure in an updated and reformed form and that China will continue
being socialized into ‘this broad framework of ordering rules and institutions’
(Ikenberry, 2018: 24).

Despite their different assessments of the rise of China in relation to the
LIO, both strands rely, explicitly and implicitly, on notions of power that
focus on economic, military, and ideational resources. For realists, Chinese
power, largely defined in material terms, is overwhelming and able to over-
come the power of the LIO. A stronger China would translate its newly
acquired economic and military power into geopolitical clout (Foot, 2006;
Glaser, 2011). It will become ‘bolder, more demanding, and less inclined to
cooperate’ (Roy, 1994: 160) and eventually overthrow the existing order and
create a new one. For liberals, Chinese power, understood largely in eco-
nomic terms, is derived from and subjected to the LIO. China derives its
economic power from its embeddedness into this order. Should China renege
on this rules-based order (Fravel, 2010; Glaser, 2011), its disruption would
inflict wide-ranging costs, both politically and economically, upon it. Impor-
tant differences between them notwithstanding, both groups of scholars rely
on the relative distributions of resources as the starting point of their analysis.

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



8 Rising Power, Limited Influence

Whilst these analyses—one drawing on realism and the other inspired by
liberalism—shed light on the changing global distribution of power and the
evolving LIO, their conclusions about the influence of China’s rise on the LIO
are, at best, speculative. For instance, against the scenarios predicted by real-
ists, China and the US have managed to avoid war with each other. However,
against the assumptions of liberal analysts who believe that economic growth
and international socialization foment political democratization, China res-
olutely remains a one-party authoritarian state. As we have seen, despite its
growing economic, military, and cultural resources, and the endurance of its
political regime, China’s rise has not, in practice, overthrown the LIO and
established a new Chinese-led order. The overwhelming focus in the litera-
ture on the power possessed by China (or the LIO, for that matter) has led to
aneglect of the effect of that power, or what it actually yields. The assumption
in the literature is that China’s material power or the ideational power of the
LIO would automatically generate certain responses (Goh, 2014). Departing
from such focus on power as resources, we investigate power as influence:
How does China’s influence over European states influence the LIO, if at all?

Our Arguments: Growing Resources, Limited Influence

The contributions to the volume interrogate assumptions of China’s growing
economy, bringing it into conflict with the LIO as well as presumptions about
the LIO’s resilience coopting China’s rise. We caution against the widely
prevalent assumption that growing Chinese investments in Europe inevitably
challenge the LIO (Bhattacharya, 2016; Callahan, 2016; Chen, 2016; Du
and Ma, 2014; Godement and Kratz, 2015; Fallon, 2015; Fasslabend, 2015;
Leverett and Wu, 2017; Miller, 2017; Xu and Wang, 2016). Against such
assumptions of inevitable conflict, we argue that China’s European invest-
ments do not necessarily undermine liberal internationalism. At the same
time, against assumptions celebrating the resilience of the LIO, we remain
open to the possibility that China’s growing economic footprint may well
align with illiberal preferences of domestic European actors. Alternatively,
its increasing economic might may allow it to induce players to behave in a
certain way to the detriment of liberal internationalism. With scholars who
contest flattened narratives that highlight conflict with or cooption into the
LIO (de Graaff, 2020; de Graaft, ten Brink, and Parmar, 2020; Huo and Par-
mar, 2020; Jones and Zeng, 2019; Knoerich and Miedtank, 2018; McNally,
2020; Weinhardt and ten Brink, 2020), we offer a nuanced account of the
influence of China’s economic investments in Europe on the global order.
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Chinese Investments in Europe 9

A related analytical argument has to do with the domestic factors threat-
ening the liberal underpinnings of the international order. China’s growing
economic and military resources are often held to be directly responsible for
the challenges to the LIO. Such analysis ignores the other notable sources of
such challenges. The rising tide of authoritarianism, populism, and national-
ism in the liberal heartlands of Europe and North America poses important
ideational and political challenges to the LIO. The social and economic
difficulties associated with neoliberal economic policies offer another set
of challenges to the LIO. Our focus on the influence of China’s European
investments on the LIO recognizes these endogenous challenges, thereby
foregrounding the importance of European agency.

These two arguments are based on a conceptual argument about power.
We contend that assessments of China’s impact on the international order
require us to appreciate how its growing power resources are translated into
actual influence. Such an endeavour entails focusing on the actual effect of
resources rather than enumerating the latent capabilities of China’s growing
material and economic resources. Our conceptual argument contributes to
broader discussions on power in global politics, and emphasizes its relational
rather than material dimension.

An understanding of China’s influence on different countries is impossible
without appreciating the underlying relations between states and societies.
This broader theoretical argument undergirds our conceptual argument. We
depart from actor-orientated concepts as well as structural approaches to
situate states within their broader social relations. In this vein, the volume
directs attention to interactions between state-society relations in China and
state-society relations in the countries towards which Chinese investments
are directed: an exclusive focus on what the Chinese state wants or does is
inadequate. State-society relations in the countries subject to Chinese influ-
ence matter. Our theoretical argument thus contributes to widening discus-
sions on influence in global politics by incorporating the role of state-society
relations.

Our Conceptual Framework: Power as Resources vs
Power as Influence

To reflect on the influence of Chinese investments in Europe and their impli-
cations for the global order, we adopt a sharper and narrower focus on
influence away from broader understandings of power. We draw on Max
Weber’s notion of power as the ‘opportunity to have one’s will prevail within
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a social relationship’ (Berenskoetter and Williams, 2007: 3). Weber further
reminds us that power may or may not be converted into influence: power
may only partially translate into influence. Cox and Jacobson (1973: 465) add
more specificity: for them, influence refers to the actual ‘modification of one
actor’s behavior by that of another’.

Our reflections on power as influence build on, but also depart from,
Bachrach and Baratz’s (1962) landmark study. Departing from elitist (Mills,
1956), pluralist (Dahl, 1957), and hegemonic (Lukes, 1974) notions of power
that emphasized the importance of (material, social, and symbolic) resources,
their scholarship insists on highlighting the importance of influence in estab-
lishing and sustaining power. Agents wield influence by setting agendas,
excluding potential decision items, and preventing opposition from emerging
at all. Such an understanding of power is broad enough to consider circum-
stances where direct conflict is absent. It is also narrow enough to preclude
structural and institutional operations of power where agents’ actions don’t
matter.

These foundations enable us to outline two key components of influ-
ence (Dahl and Stinebrikner, 2003). First, causality: a causal relationship is
discernible between the wielder of influence and their target. Second, attain-
ment of consequences: the causal relationship results in behaviours that may
or may not be consistent with the preferences, or wants, of those wielding
influence. The attainment of consequences can be graded or partial, rather
than dichotomous binaries: for this volume, the consequence we are inter-
ested in studying is the impact on the Liberal International Order. These two
components of influence—viz. causality and attainment of consequences—
frame the conceptual framework to enable us to examine our empirical cases
and their impact on the LIO.

The conceptual framework of influence deployed in this volume is nar-
rower than the vast spectrum of analysis on power that characterizes the
scholarship in social theory, political science, and international relations. By
focusing on causality and attainment of preferences as our starting point, we
preclude meta-structural understandings of power relations. Our attempt to
identify and trace the processes of change (or the lack thereof ) on the subjects
of influence generates a dynamic relational analysis, thereby allowing us the
opportunity to explore in greater detail causal relationships that tend to be
neglected in structural studies of power.

At the same time, the framework of influence adopted for this volume
departs from understandings (including Bachrach and Baratz) that centre
intentionality, or the concerted set of actions aiming to attain a certain pref-
erence. Such studies take as their starting point the intentionality of those
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who wield influence. They then proceed to trace the pathways through
which influence-wielders effect the behaviour of subjects in line with their
intentions. The identification of intentions is always a fraught project, since
intentions are often unstated. Intentions of states and social actors are even
more difficult to discern. Moreover, a focus on intentionality while studying
China’s influence on the international order is unnecessarily narrow: irre-
spective of whether China intends to overthrow, reshape, or comply with the
LIO, its actions have consequences for this order.

Indeed, the relationship between intentionality and action is far from
straightforward. This holds true for so-called Rising Powers that may seek
a relatively limited set of goals but whose actions may result in different, and
expansive, outcomes. A ‘Rising Power’ may intend to improve its status in
the international system. Alternatively, it may intend to secure its neighbour-
hood. Or, the country might intend to better the economic prospects of key
domestic constituencies. In each of these cases, its actions may, however, trig-
ger broader processes that result in changing the status quo (or entrenching
it) without the country in question intending to do so.

A second key departure from Bachrach and Baratz is our resistance to the
assumption that influence always entails a conflict of interests, or preferences.
We do not endorse the view that the exercise of influence requires that one
agent prevails over the preferences of the other. It is possible that the prefer-
ences of two (or more) agents align, and the influence of one agent amplifies
those aligned preferences. Alternatively, preferences may be undetermined.
Under such circumstances, the influence of one agent may well shape the (as
yet undetermined) agent or persuade them to adopt certain preferences over
others. Such an agent may well attempt to shape broader institutions, which
in turn could set the agenda that limits the remit within which individual
subjects operate.

The approach adopted in this volume and the broader findings of the study
resonate with recent research on the scope of Chinas power. Drawing on
cases from Chinese engagements with South-East Asia, Evelyn Goh (2014)
outlines three modes through which the country seeks to influence outcomes
in its neighbouring region. The first, and most prominent, mode of influ-
ence is through a ‘multiplier’ effect that intensifies and mobilizes converging
preferences. In this vein, China marshals its growing structural power to
promote economic regionalism in the interest of its Association of South-
east Asian Nations (ASEAN) neighbours. The second mode of influence is
through ‘persuasion; which entails economic inducement: this helps China
to influence perceptions in its favour when South-East Asian countries are
undecided as to whether or not China is a threat. The third mode of influence,
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invoked when China confronts divergent or opposing interests, is the ‘ability
to prevail. This is the approach to China’s territorial disputes with its neigh-
bours. A fourth approach, which is explored in the extended volume edited by
Goh (2016), pertains to the ways in which China shapes regional and global
institutions in its own favour (Ciorciari, 2016; Foot and Inboden, 2016).

Arguably, demonstrating China’s influence on Europe and through it on
the liberal world order invites very different challenges to undertaking a
similar exercise in South-East Asia. China’s South-East Asian neighbours
are poorer and relatively weaker. The relationship between China and the
Association of Southeast Asian Nations is imbalanced in China’s favour. Fur-
thermore, China has direct territorial conflicts with several of its neighbours.
By contrast, the European cases discussed in this volume are richer and
stronger than China’s South-East Asian neighbours. The geographical dis-
tance rules out direct territorial disputes of the sort that China has with
the Philippines, Vietnam, or Taiwan. The European countries can balance
any Chinese transgressions by turning to the European Union in a way that
ASEAN countries cannot turn either to the regional bloc or to the USA.
As Goh demonstrates, Chinese actions in South-East Asia are intended to
generate policies, norms, and public opinion in its own favour: this demon-
stration of intentionality is key to her argument. By contrast, whether China
intends its investments in Europe to challenge the LIO is quite unnecessary
to demonstrate for us to analyse its effect on this order.

This volume thus departs from the contributions to the excellent volume
edited by Everlyn Goh (2016) in three key ways. First, its empirical focus
on Europe is quite distinct from their focus on South-East Asia. Second, we
are agnostic on the question of China’s intentionality vis-a-vis the interna-
tional order. To us, the effects of Chinese investments in Europe are not solely
caused by its intentions: irrespective of whether China intends to overthrow,
reshape, or comply with the LIO, the impacts of its investments in Europe
are shaped by emerging alignments in European political economies. Third,
we take seriously the complexes of ‘state-society relations’ while reflecting on
the effects of China’s investments in Europe on the LIO. In doing this, we
depart from the otherwise insightful contributions to Goh’s (2016) volume
which singularly focus on state actors.

Blending these insights on power with emerging perspectives on agency
in international relations (Lampert and Mohan, 2018), these contributions
urge us not to neglect the accountability, intentionality, and subjectivity of
actors in international relations. Such actors refer not only to political elites,
bureaucrats, and others in government as the prevailing literature tends to
assume (Wight, 2004); they also refer to diverse actors beyond formal state
institutions such as business interests, civil society groups, and trade unions,
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among others (Hagmann and Péclard, 2010). Furthermore, an agent is also
‘an agent of something’ (Wight, 1999: 133), a perspective that recognizes the
ways in which they are embedded in broader socio-cultural systems.

Europe (or any other region for that matter) cannot be seen as simply a
passive space increasingly subject to intervention by and investments from
China. Likewise, strains and stresses on the LIO cannot be simplistically
attributed to the actions and attitudes of a singularly conceptualized Chinese
state. Reinserting European agency into the dominant discourse of China-
in-Europe exposes Sino-European relationships that tend to be more locally
mediated and driven by domestic politics than is usually recognized. In a sim-
ilar vein, the agency of diverse actors within China needs to be recognized in
terms of how they shape that country’s overseas investments.

Our Theoretical Foundations: The Role of State-Society
RelationsinIR

The contributions to this volume depart from prevailing interpretations of
China’s rise and its impact on the global order that tend to focus on the
roles and motivations of state actors: our emphasis on the agency of domes-
tic actors is analytically reliant on appreciating the underlying state-society
relations. Our approach resonates with the work of scholars who draw on the
Comparative Capitalism (Jackson and Deeg, 2006) literature and extend it to
the study of emerging markets such as Brazil, Russia, India, China and South
Africa (BRICS) and beyond (Nolke, 2012). In this vein, Nolke et al. (2015)
highlight the extent to which states permeate the market economies of emerg-
ing markets such as China and the implications of such permeation on the
global order. China’s state-heavy form of development and its potential chal-
lenge to the norms preached by the Washington Consensus has invited much
commentary (Arrighi, 2007; Breslin, 2013; McNally, 2012; Strange, 2011;
Wade, 2003). An interesting question here is the extent to which the grow-
ing importance of China may be expected to lead to a ‘more statist model
of global capitalist regulation’ (N6lke, 2015) and the stripping away of the
liberal elements of the prevailing global order (Stephen, 2014a, 2014b). One
useful response to this question has been offered by de Graaf et al. (2020),
who argue that

the outcome and future direction of China’s interplay with the liberal order, first,
should be seen in a longer-term historical perspective and not treated as static and
uni-directional but as an essentially dynamic and contested transitory process,
which, second, can best be conceptualized as leading to an increasingly hybrid
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order—more fragmented in certain respects, but not necessarily less integrated in
other domains. (de Graaf et al., 2020: 200)

The focus on ‘state-society relations” distinguishes our contributions from
the established actor-orientated concepts (Helleiner and Malkin, 2012;
Schirm, 2013) as well as the more widely used two-level game approach
(da Concei¢ao-Heldt, 2013; Putnam, 1988). Against the tendency of both
approaches to limit attention to the roles and motivations of states abstracted
from underlying social relations, our volume builds on a broader political
economy literature that instead situates states within the ‘broader field of
social relations’ (Overbeek, 2004: 114), thus lending them sociological depth.
Such an approach corrects against the assumption that states are unrelated
to social forces without, at the same time, presuming that states are merely a
reflection of social struggles without any autonomy whatsoever. The concept
of ‘state-society complexes’ (Stephen, 2014b: 919) emphasizes that states are
embedded in

configurations of social forces upon which state power ultimately rests. A partic-
ular configuration of social forces defines in practice the limits or parameters of
state purposes, and the modus operandi of state action, defines, in other words,
the raison d’etat for a particular state. (Cox, 1987: 105)

In emphasizing the value of state-society relations to the liberal world order,
our contributors implicitly endorse ‘second image’ explanations that high-
light domestic politics as a source of cooperation and conflict in global
politics (Waltz, 1959). This approach contrasts with ‘first image’ and ‘third
image’ perspectives which emphasize, respectively, the role of human nature
and the structure of the international system. The second image approach has
been elaborated by Katzenstein (1976, 1978, 1985) and recently favoured by
scholars studying the importance of domestic politics in the emerging mar-
kets to the global order, with an understandable focus on China (de Graaf
et al., 2020; Helleiner and Kirshner, 2014; Nolke, 2015).

Where scholars have incorporated state-society relations in their analyses,
they have tended to focus exclusively on China and treated it as a mono-
lith. We depart from this exclusive focus on state-society relations in China.
Instead, we situate the implications of Chinese investments in Europe by
drawing together reflections on state-society relations in both origin and
destination contexts. In other words, our analysis reflects on the impact
of Chinese investments on the LIO by considering their interaction with

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



Chinese Investments in Europe 15

LIBERAL INTERNATIONAL ORDER

INFLUENCE

Society Society

Figurel.1 State-society relations and the influence of Chinese
investments in Europe on the LIO

state-society relations in both China and Europe. Such an approach not only
brings China specialists into conversation with European country specialists;
it enables us to reflect on the interactions between state-society complexes in
China and state-society complexes in Europe in influencing the international
order (see Figure I.1).

Methodology

The modes of influence explored in this volume emerged through empirical
observation and process-tracing. Given the access to and knowledge of target
actors, complex decision-making processes within states, and the underlying
state-society complexes required by the analysis offered here, most of our
contributors are country specialists. They investigate the impact of China’s
presence in their respective countries of specialization and chart the influ-
ence of these impacts on the LIO. Additionally, we have a group of China
specialists among our contributors who help us understand China’s inten-
tions and the underlying state-society complexes. Far from aspiring to be
comprehensive in our coverage, we have aimed to focus on one aspect of
China’s presence in Europe: its economic investments in the different coun-
tries of that continent. The reason for this focus is straightforward: China’s
overseas economic investments are the origin of the whole debate on its rise.
As shown above, Chinas economic power is the key underlying assump-
tion of the analyses of Chinese power in relation to the LIO, as it is fungible
and can potentially be translated into other forms of power, most noticeably
military power.
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Contributing authors were tasked with six undertakings:

(1) Identify, based on their specialist knowledge of specific countries, the
extent to which their extant preferences converge with, or diverge
from, the LIO;

(2) Examine, based on their expertise on the bilateral relations between
China and the relevant country, the extent to which Chinese invest-
ments in that country translate into political influence over the extant
preference (whatever that is);

(3) Trace the processes through which key actors in states and societies of
the target countries negotiate China’s influence;

(4) Analyse whether political influence exerted by China results in the for-
mation of new preferences or the consolidation of existing preferences
within the target countries;

(5) Establish whether these new preferences (if any) diverge from or
converge with China’s preferences;

(6) Analyse their implications on the liberal underpinnings of the inter-
national order.

The aim through the contributions is to examine the implications of Chinese
investments in Europe for the LIO. This aim is achieved by uncovering con-
necting and causal processes between applications of Chinese resources and
the shaping of preferences among states and societies in Europe, where lib-
eral ideals, norms, and practices are expected to be strongest. Each case study
specifies the domain of Chinese investments, describes China’s objectives,
identifies the Chinese and European actors involved, and explores China’s
intentionality vis-a-vis the outcomes of its specific European investments and
the broader Liberal International Order. In exploring causality, each study
directs close attention to the targets of Chinese influence to examine the
extent to which their extant preferences converge with, or diverge from, the
LIO, and the specific ways in which these preferences may be consolidated,
undermined, or unaffected by Chinese investments.

Two sets of dynamics recur throughout the chapters: the role of domes-
tic state-society relationships in the bilateral relationships, and the broader
question of Chinese intentionality vis-a-vis the international order. Each
study analyses the role of state-society relations in shaping the influence of
Chinese investments on bilateral relations. Every single one of the authors
also reflects, side by side, on China’s intentionality (if any) vis-a-vis the
LIO, driving home the larger point that such intentionality cannot be taken
for granted. Our methodological approach of studying influence through
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process-tracing alerts us to its mutually generative aspect rather than it being
uni-directional. Influence does not always bring about new change, as the
cases reveal, but it may reinforce continuity or consolidate changes already
in progress.

The cases analysed in this volume range from major developed economies
in western Europe, such as Britain and Germany, to other less developed
economies in southern and eastern Europe, such as Hungary and Greece.
These cases exemplify a ‘diverse” approach to descriptive case studies (Ger-
ring and Cojocaru, 2016) in which a small basket of diverse cases is selected
from a larger population of potential cases in order to capture variations. The
diversity of cases examined in this volume includes countries as varied as the
Visegrad group, the Western Balkans, Italy, and Romania. The cases illustrate
the impact of China’s engagements with diverse ‘varieties of capitalism’ (Hall
and Soskice, 2001).

The Contribution of this Volume

This volume is structured in three parts. Its structure is consistent with our
conceptual framing of power as influence. The contributions by Yu Jie and
Ran Hu in Part One reflect on the ways in which China’s domestic poli-
tics influence its foreign investments and, by extension, the LIO. These two
chapters adopt an inside-out approach and examine the actual policymak-
ing process with reference to BRI. Yu's chapter utilizes a Bureaucratic Politics
Model to explain the intricate relations among the party, policymaking insti-
tutions, and policy execution entities. Hu’s chapter employs the concept
of state transformation to lay bare the fragmented and contested emerging
process of BRI. Both chapters recognize that the ‘intricate’ or ‘contested’
domestic politics have complicated China’s effort to challenge the LIO and
that how other states respond to China’s strategies also shape the future of the
LIO. These responses are explored by contributors in Parts Two and Three
of the volume.

The contributions in Part Two investigate the ways in which China’s bilat-
eral investments in Europe contribute to straining the liberal aspects of
the international order. Agnes Szunomdr’s study of the ‘special relationship’
between China and Hungary demonstrates the ‘alignment and amplification
of preferences’ between the illiberal rationales of the two countries. Filippo
Boni’s study finds an uptake among some (not all) political elites in Italy
of China’s narratives on key issues such as Xinjiang and Hong Kong, sug-
gesting that the operation of ‘discursive persuasion’ is at work. Elements of
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‘preference multiplying’ and ‘persuasion’ are evident in Dimitrios Stroikos’s
study of China-Greece relations from 2016 to 2019, when on a few occa-
sions Greece’s position diverged greatly from EU’s China policy. Drawing on
her study of China’s involvement in the Visegrad group of Central and East-
ern European (CEE) countries, Malgorzata Jakiméw’s study finds evidence
of ‘institutional shaping’ through the adoption by these countries of some
(not all) China-promoted norms. Similar evidence of ‘institution shaping’ is
offered by Nicholas Crawford’s study of the Western Balkans, although it is
only Serbia’s foreign policy that appears to converge with Chinas. Each of
these studies is careful to point out the limits to China’s influence: even as
Chinese investments in Europe may be contributing to straining the liberal
elements of the international order, they are (yet) far from successful.

The contributions in Part Three examine the alternative position: that
China’s bilateral investments in Europe strengthen, rather than strain, the
international order, including its liberal aspects. Through an analysis of the
bilateral energy relations between China and the UK and China and Roma-
nia, Simona Davidescu’s study offers evidence of how China’s investments
were initially framed in purely economic terms, as a way to strengthen liberal
institutional commitments to sustainability. Jan Knoerich’s study on Chinese
foreign direct investments demonstrates China’s commitment to rules-based
financial transactions. Taking a broader view, Catherine Jones’s study shows
that China’s presence as a development actor means that it acts as a catalyst
to enable the continuation of liberal patterns of aid and investment.

The conclusion distils key findings from across the three sections and
explores ways in which the influence of Chinese investments entwines with
the agency of state and social actors in Europe to impact the Liberal Interna-
tional Order. It reiterates the disjunctions between China’s global intentions,
its actions in Europe, and its effects on the LIO. The conclusion outlines
these varied impacts, reminding us of the ways in which Chinese investments
in Europe could strain as well as strengthen the LIO, without intending to
do either. It will also propose areas of future focus based on the theoretical,
conceptual, and empirical arguments of the contributions.
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Country, Corporates, and the Construct
of BRI

The Roles of Chinese State-Owned Enterprises

Yu Jie

Introduction

This chapter seeks to discuss to what extent Chinese companies, mostly state-
owned enterprises (SOEs), have become formidable players in challenging
the so-called Liberal International Order (LIO).' In particular, it aims to
explore the evolving relationships between the Chinese companies and the
Chinese central government as Beijing pursues its flagship Belt and Road
Initiative (BRI).

It intends to analyse whether Chinese SOEs have become a source of desta-
bilizing the existing Liberal International Order and acted as a vehicle of
delivering Beijing’s geopolitical ambition through the participation in the
BRI.

The conventional wisdom from Europe is that those Chinese SOEs are
acting on behalf of the state. Yet, this conventional wisdom needs to be chal-
lenged by examining what the Chinese SOEs have done in the process of
pursing the BRI in Europe. This chapter departs from most existing litera-
ture on BRI in Europe, which mostly focuses upon the geo-economic and
geo-political impacts of the BRI.

Instead, it adopts an ‘inside-out’ approach by examining the actual pol-
icy process with a primary focus on individual actors such as the Party,
the government departments, and the Chinese state-owned companies. It
also disentangles the intricate relations amongst the Party, the key decision-
making institutions, and the policy execution entities in determining the final
outcome of the BRI.

! The author is senior research fellow on China in the Asia-Pacific Programme at Chatham House, and
associate fellow of LSE IDEAS.
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After ten years of implementation, the BRI is riding high and low with
numerous criticisms from both Western liberal democracies and some recip-
ient countries. Much of the criticism has focused on the role of China’s
state capital in providing project finance, which put some Chinese state-
owned companies in the limelight. Most of the existing literature concurs
that the Chinese SOEs are unilaterally following the executive orders from
central government to fulfil the Chinese leaders’ ambition to project Beijing’s
political influence.

However, it is simplistic to draw the above conclusion given the numbers of
SOEs already involved in infrastructure projects across different continents.
Many of the existing projects are now considered under the umbrella of BRI;
some others have been newly added either to fit into Beijing’s wishes or to
profit from the existing project networks on the ground.

As China gradually emerges from the COVID-19 pandemic into a tougher
international environment, a new concept has emerged: the ‘dual circula-
tion’ strategy, which promotes domestic demand to displace the old motors
of the Chinese economy—capital investment and exports—as the source of
growth and employment in decades to come. By implementing this strategy,
it also requires state capital and SOEs to redistribute their financial resources
and manpower back to the domestic market (SCMP, 2020). As a result, this
will lead to a scale-back of the BRI investments by Chinese SOEs which have
frequently made headlines across the world in recent years.

This chapter will firstly examine some elements of the Liberal International
Order that are related to Chinese SOEs’ overseas economic activities. Instead
of examining the implications of Chinese SOEs’ investments as most of the
existing literature has done, it focuses on individual players within the Chi-
nese political establishments, and investigates the process of decision-making
in investments under the umbrella of the BRI. It utilizes the Bureaucratic
Politics Model to analyse the evolving relationships amongst the Party, the
central government, and the SOEs in the process of delivering BRI projects.
This chapter also aims to offer a nascent assessment of the implementation of
the ‘dual circulation strategy’ in determining future BRI investments by the
Chinese SOEs.

What Is Order, What Does China Do?

‘Order’ is defined as an emergent property of interaction of many actors in a
system. As Ikenberry and Nathan have noted, in the current international sys-
tem ‘order’ includes norms, rules, institutions, and practices that are products
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of the behaviour of everything from state apparatus to the non-governmental
organizations to multinational corporations to inter-governmental organiza-
tions to individual thought leaders (Ikenberry, 2018: 20; Nathan, 2016: 167).

Given this myriad of players with different interests and norms, the out-
comes of their interactions are bound to be complex or even contradictory.
One should expect to see ‘issue-specific’ orders where the key norms and
institutions that regulate entities’ behaviour vary depending on the issue area,
such as territory integrity, trade, environment, and political rights.

Across many aspects of ‘order; the dominant norms are substantially dif-
ferent or contested within each other. Many scholars have pointed out that
‘China’s compliance with “order” like that many other countries, largely var-
ied depending on which order to be considered’ (Foot and Walter, 2011;
Johnston, 2019).

There is no singular ‘liberal international order, but there are multiple
orders, some of which China strongly supports, some of which it strongly
opposes, and some of which China has shifted its position from one to the
other. As a result, simply asserting that China seeks to challenge ‘rule-based
international order’ is a binary conceptual misunderstanding.

When it comes to implementation of the Belt and Road initiative, China’s
behaviour has become equally difficult to assess in terms of whether it follows
the ‘rule-based international order’ or seeks to overthrow it completely. Given
the limited space of this chapter, it chiefly focuses on whether Chinese state-
owned companies, in conducting the BRI, have acted as accelerators to help
Beijing in overthrowing that ‘order’

The Party, BRI, and the Chinese Companies

The Party has an omnipresent role in every aspect of policymaking within
the Chinese political system. Foreign policy and the advocacy of BRI are
no exceptions. The seven members of the Standing Committee of the CCP
Politburo and the State Council generally set key strategic guidelines, or long-
term policy goals, for China’s foreign affairs; however, more specific policy
measures are mostly made and implemented by the various governmental
ministries and state-owned corporations. The making of Chinese foreign
policy has become an increasingly crowded playground for various equally
powerful stakeholders competing for their departmental interests, like in any
Western democracy.

China’s foreign policy formulation has become increasingly pluralis-
tic compared to the one of Mao’s era. A process of decentralization in
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decision-making has occurred since the 1978 Economic Reforms. As a result,
there has been no single bureaucratic body that has supreme authority over
the others when it comes to making certain decisions. Almost all bureau-
cracies and other players have utilized their resources and expertise to gain
access to the highest level of Party elites in the search for more political clout
and greater budgetary power.

Vested interest groups have played a significant part in the Chinese polit-
ical system since 1978. As Graham Allison argued in his interpretation of
the Cuban Missile Crisis, whilst the rules of the game might play out very
differently in a democratic elected government, the fundamental character-
istics of bureaucratic competition remain the same regardless of the type of
government (Allison, 1969: 689; Halperin and Claap, 1974: 23).

Bureaucratic Politics Model and China’s Foreign Policy
Decision-Making

One can argue that the Bureaucratic Politics Model (BPM) is largely applica-
ble to liberal democracies with multiparty systems to satisfy the electorates’
interests. Therefore, there are numerous interest groups across the whole
political spectrum which are making many attempts to shape foreign poli-
cies according to their desired outcomes. China, as an authoritarian state, is
conventionally perceived as monolithic, and therefore does not have inter-
est groups which could oppose or influence decisions made by the Standing
Committee of the Politburo (SCP).

However, the phenomenon of bureaucratic politics, as described by Gra-
ham Allison and Morton Halperin, has not restricted its application to a
particular political system, and vested interest groups do play a significant
part across the Chinese political system (Ibid; Ibid).

The relevance of BPM to interpreting the Chinese political system and the
formation of BRI is twofold. Firstly, almost every domestic or external affairs
decision made is based on a desire to achieve a consensus amongst the seven
or nine members of the SCP, even if such consensus is sometimes merely an
illusion. This consensus-seeking model has provided a unique opportunity
to those potential interest groups seeking to influence the opinions of SCP
members. Bargaining scenarios have often occurred in a process of consensus
seeking amongst interest groups.

These interest groups may be located both inside and outside of the formal
foreign policymaking process. They mainly consist of governmental institu-
tions, Chinese companies, and even some foreign corporate organizations

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



32 Rising Power, Limited Influence

to a smaller extent. They attempt to formulate Chinese foreign policy based
on their departmental preferences and corporate interests respectively. More
importantly, none of the current seven members of the SCP have much
experience in foreign policymaking. This in turn has provided relevant Chi-
nese foreign-policy actors with more channels and alternatives with which to
shape Beijing’s agenda.

Secondly, Chinese foreign policy has increased in scope and content,
which has created fertile ground for the various stakeholders and interest
groups to compete to shape the policy agenda via various channels.

Like the implementation of any Chinese policy, the cornerstones are laid
on the domestic front. Dramatic changes in the distribution of power and
devolution of authority within Chinese bureaucracies have been happening
since Deng Xiaoping’s momentous economic reforms.

Competing Interests in the Formation of the Belt
and Road Initiative

The BRI is one of the best illustrations, perhaps the best, of institutional
power distribution below the top Party leadership. Central ministries and
provincial governments have scrambled to give BRI a meaning, gauge what
it means for them, and, most importantly, ascertain how BRI could be used
to get hold of or justify the use of project funds.

Many old ‘China hands’ in the West and home-grown Chinese schol-
ars still dispute who makes Chinese foreign policy and why there are so
many new institutions with obscure names proliferating across the Chinese
foreign-policy formation process (Economy, 2014: 82; Lieberthal and Lamp-
ton, 1992; Miller, 2015; Zhang, 2021). The answers to these questions are far
from clear. Neither China specialists in the West nor the home-grown schol-
ars in China have given satisfactory responses over a long period of time (Lu,
1997; Zhang, 2014; Zhao, 2022).

The advocacy of the BRI has also triggered the same confusion as some
previous foreign affairs initiatives did in Beijing. It is suffering from a lack
of policy and bureaucratic coordination. Xi’s ambitious initiative raises two
key questions for Beijing and its BRI partners and loan providers: Which
departments or ministries carry the overall responsibility for BRI? What are
the selection criteria for categorizing infrastructure projects as parts of the
initiative? There are no clear answers from Beijing on those two important
and necessary questions which could potentially assure foreign investors and
policymakers alike.
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Besides setting broad policy priorities, the top leadership can determine
the survival of any particular institution or a SOE. The Party can create a
new bureaucratic framework, or assign and redistribute responsibilities and
budgetary powers between existing agencies. However, such a restructuring
process has not occurred on a regular basis.

What is more common are ‘reshuffles’ driven by issues and policy priori-
ties. More often than not, an existing institution challenges the authority of
any newly established organization which may share competencies and bud-
getary powers. The Party will ‘award’ or ‘punish’ the challengers according
to the situation and policy domains. This case has also largely applied to the
pursuit of BRI

Chinese State-Owned Enterprises and Their BRI
Engagements

Despite Chinese SOEs are determined to profit from Beijing’s BRI and
become some of the most important players in world economic affairs. How-
ever, their close association and somewhat submissive relationship with the
CCP and the Chinese government has impeded their overseas business plans.

As established in the introduction, Chinese companies, in particular the
SOEs, have an unusual structural characteristic that involves a combina-
tion of corporate organization and governmental ministry. Their relations
with the Party and the central governmental apparatus have not always been
submissive.

In recent years, large Chinese SOEs, in particular energy, construction, and
utility companies, have had subsidiaries listed on foreign stock exchanges,
and with an eye on the pursuit of profits, their corporate interests do not
always coincide with those of the Party-state. As a result, bargaining between
the central governmental institutions and the SOEs has been a frequent
occurrence.

Literature on the Chinese SOEs’ relations with the central governmental
ministries and the Party has recently gained great popularity in the field of
China studies. A number of scholars have argued that conflicts between the
SOEs and their superiors, such as the Party and the central ministries, are
pervasive and trigger severe policy discoordination both in domestic poli-
tics and external affairs (Downs, 2008; Garrison, 2009; Jakobson and Knox,
2010; Lampton, 2001; Leutert, 2018).

As one scholar nicely summarized, there are two types of bargaining taking
place between the central governmental institutions and the SOEs, ‘namely
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a bargain over redistribution and a bargain over planning’ (Naughton, 1992:
268). This process of bargaining does not only operate between SOEs and the
central government institutions, but also extends to other types of Chinese
companies’ relations with the state. In relation to the implementation of the
BRI, bargains are happening both at the policy-planning stage as well as the
resource-redistribution stage.

It is important to distinguish the SOEs’ relations with the Party from those
with the central ministries. The former is a rather submissive relationship
as the Party has power and authority over the central ministries in terms of
personnel appointments and resource distribution. As some scholars have
observed, the latter relationship is less submissive, for while the central min-
istries have the power to regulate the SOES’ activities, ‘their regulatory power
has often been undermined due to the SOEs’ enormous capacity to alter
policy outcomes’ (Brodsgaard 2012: 625).

This is because the SOEs often bypass the governmental institutions to
communicate directly with the Standing Committee members of the CCP
Politburo. Some SOEs and central governmental institutions share the same
bureaucratic ranking within the CCP. Also, SOEs do not always follow the
decisions that are made by relevant ministries. Rather, the SOEs treat the gov-
ernment institutions as their intermediaries to express their preferences, or
as useful allies when seeking to influence the Party.

In recent years, the CCP has established a regulatory framework designed
to set the parameters for the economic activities of SOEs. Even more impor-
tantly in terms of authority and power relations, as indicated by a few scholars
the CCP controls the appointment of CEOs and the Party secretaries of
the most important SOEs, such as CNPC, CNOOC, China Telecom, and
CGNPC (Brodsgaard, 2012; Leutert, 2018; Li, 2009: 20; Rosen and Hane-
mann, 2009: 6). The CCP appoints the heads of those SOEs through two
regulatory bodies. One of these is handled solely by the Central Department
of Organization (CDO); the other involves recommendations by the State-
Owned Assets Supervision and Administration Commission (SASAC). The
CCP does pay great attention to the CDO’s assessments of certain personnel,
but it also uses the latter as a complement to the former.

Unlike in the conventional understanding, ‘the SASAC does not hold a
decisive position in the appointment of the heads of those most important
SOEs, according to SASAC’s own functional description (SASAC website).
Instead, CEOs from those SOEs that I mentioned above (and not only those,
there are fifty-three in total) are ‘directly appointed and assessed by the
Party’ (SASAC website; Brodsgaard, 2012: 625). These CEOs have ministe-
rial or vice-ministerial status and, in terms of rank, are equal to State Council
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ministers and the most provincial governors. Within the Chinese political
system, political ranking is the ultimate benchmark for selecting personnel.
It is a system where one’s personal capacity to fulfil the task becomes far less
important than one’s political rank. To this extent, one can argue that ‘certain
commercial decisions made by the SOEs are mostly dependent on whether
the CEOs of the enterprises either want to improve their assessment results
from the CDO or wish to enhance their bureaucratic positions’ 91. This view
is also echoed by some other scholars who suggest that successful commercial
decisions and outcomes will offer CEOs a chance to improve their politi-
cal ranking within the Party as well as the bureaucratic status of the whole
company in the government apparatus’ (Rosen and Haneman, 2009: 21).

As China has experienced more than forty years of economic reform,
a process of decentralization has taken place across every aspect of its
national economy. This process of decentralization has become a double-
edged sword. On the one hand, both the governmental departments and
enterprises have accumulated the necessary skills and improved professional
experience by operating in an economy with some market-orientated ele-
ments. On the other hand, the governmental institutions and the companies
are locked into various lengthy bargaining scenarios. On some occasions, the
interests of the governmental institutions are in direct contrast to those of
the companies. Bargaining amongst relevant stakeholders takes place during
the policy formulation and execution process, and here this chapter draws on
Barry Naughton’s categorization, namely the ‘redistribution bargain’ and the
‘plan bargain’ (Naughton, 1992: 268).

In the process of the redistribution bargain, the bureaucratic agencies
still retain the power to distribute financial and physical resources to ful-
fil their own policy priorities. As Naughton notes, ‘the central government
uses the redistribution exercises to reach down the administrative hierarchy
and shape the bargaining between the enterprises and in ways that reflect
central-government priorities’ (Naughton, 1992: 269). Certainly, both the
SOEs and other enterprises can benefit by appealing to patrons at the central
and provincial agencies. In doing so, they will have to make investments or
launch new projects in the industries that the government institutions decide
to support. The enterprises will then be rewarded by the distribution of extra
financial and physical resources. For example, China Rail International and
China Communications Construction Corporation made a reasonably suc-
cessful bid to Beijing in completing the reconstruction of the Belgrade-Stara
Pazova railway section in Serbia by September 2021 (SEE News, 2021). This
project is seen by Beijing as one of the flagship BRI projects that China has
managed to build in Europe (Xinhua, 2021).

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



36 Rising Power, Limited Influence

However, as some scholars have observed, and several Chinese SOEs con-
cur, ‘conflicts have often arisen when the government’s priorities are contrary
to those of the enterprises’ (Downs, 2008: Kong, 2009: 805). Even worse,
sometimes following the policy priorities of the government will undermine
the economic well-being of the enterprises or threaten the very survival of
the companies. As these distributed resources from the government are not
sufficient to keep up business as usual, the enterprises will argue back and
forth with the relevant institutions to change policy priorities, or ignore the
policy priorities as some powerful SOEs have been able to do in the past.

In other words, the central institutions have the authority to distribute
financial and physical resources, but the enterprises will always ask for more
to be given as a trade-off for their following of the government’s priorities.
Neither the governmental resource distribution nor the enterprises’ bar-
gaining have always been smooth transactions. Their bargaining outcomes
have gravely affected international collaborations and have damaged the rep-
utation of both the Chinese government and the companies, as one can
observe from a number of BRI-related projects in Europe. It also leads to
some countries, such as Italy, reconsidering the existing Memorandum of
Understanding on BRI, which was signed in 2019 (Financial Times, 2021).

Another bargaining process that will be analysed is the so-called Plan Bar-
gain (Naughton, 1992: 268). This often derives from the policy-formation
process where the enterprises aim for their preferred policies or business
models to be endorsed and adopted by the governmental institutions. This
type of bargain involves the enterprises seeking to persuade the key personnel
in both governmental departments and at the highest level of the Party.

As one scholar observed, ‘science and politics are heavily intertwined in
China, this has given the enterprises with the knowledge of cutting-edge tech-
nologies sufficient room to persuade their superior or the key decision maker’
(Wubbeke, 2013: 713, 715). This thesis will draw on what Nina Halpern has
described as the ‘Competitive Persuasion’ model to disentangle these bar-
gaining relationships between the companies and governmental institutions
(Halpern, 1992:125).

‘Competitive Persuasion’ and BRI Investments

Beside the conventional bargaining scenario, the bargaining process between
the SOEs and the central government can be summarized as a ‘competi-
tive persuasion’ model. This model has been widely applied across many
BRI project investments. Within this model, the SOEs attempt to formulate
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persuasive arguments about appropriate policy or investment projects in
competition with other companies. The SOEs will benefit from the policy
outcomes once the policy persuasions are endorsed by the governmental
institutions.

A competitive persuasion model neither focuses on the SOEs’ subordina-
tion to the central government, nor does it explain the exchanges and mutual
veto power between the government and the SOEs as discussed previously.
Instead, it pays a great deal of attention to expertise and area-specific pol-
icymaking processes. It is therefore intended to ‘apply only to the normal
bureaucratic decision-making process where information and expertise are
regarded as important’ (Halpern, 1992: 126).

This particular model suits very well attempts to analyse Chinese SOESs’
influence over formulating the BRI as well as the content of international
collaborations amongst the relevant SOEs. The relevance of this model can
be explained from two perspectives. Firstly, BRI involves numerous coun-
tries and industrial sectors. Both central and provincial governments do not
have sufficient capacity to assess the feasibility of every project applied by
SOEs. In some cases, Beijing’s foreign affairs agenda is converging with SOEs’
commercial interests. SOEs and the state do not always involve irreconcilable
disputes under the umbrella of BRI

Secondly, many countries’ sectors that involve BRI projects are relatively
unknown to the governmental players. Based on my own previous research
interviews and some other scholars’ published work, governmental depart-
ments often lack sufficient expertise and administrative capacity to offer
thorough due diligence on the project feasibilities (Yu, 2015; Li and Zeng,
2019).

As aresult, their lack of capacity has offered SOEs room to manoeuvre pol-
icy objectives and outcomes. As Halpern points out, lacking the information
and expertise necessary to evaluate the reccommendation of lower-level units,
political leaders will often permit those units to become de-facto decision
makers in their own policy spheres’ (Halpern, 1992: 127).

The word ‘competitive’ in this formula suggests a sense of competition
by the relevant stakeholders to persuade the core decision-makers. There-
fore, there are winners and losers in every process of policy persuasion and
execution.

Unlike Western multinational companies, the CCP and the government
either at central or province level determine the Chinese SOEs’ corporate
strategies and investments plans under the BRI. Instead, each company’s
party secretary usually possesses final decision-making power to initiate cor-
porate strategies. The Party’s involvements in major business decisions of
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SOEs have been further strengthened since President Xi came to power in
2012 (Yu, 2021).

Given the centrally controlled SOEs’ direct ties to the government, it is
difficult to judge whether SOEs’ BRI investment plans are political decisions
or based purely on commercial merit. Their close links with the state has
become a double-edged sword for Chinese SOEs, providing financial support
for potential BRI projects but also hindering growth and profit-making in
foreign markets, where their direct links with Beijing have often provoked
suspicions and hostility.

Most of the senior management teams of large Chinese SOEs who may
potentially engage with BRI-related projects are appointed by the Party’s
Organization Department® and equipped with industrial expertise, but not
the necessary management skills and general market knowledge of the host
countries. For example, they are usually unfamiliar with the market environ-
ment of host countries with little understanding of local labour union politics,
as COSCO experienced in Greece (Nikki Asian Review, 2020). This has fur-
ther exacerbated some European political elites’ mistrust in participating in
the BRI led by Beijing.

SOEs may hire leading global professional services firms to develop
their potential BRI projects. Some Chinese companies believe that out-
sourcing professional services firms is equivalent to possessing sound
project-management skills themselves and therefore readiness to pursue BRI
projects. Chinese companies utilize professional services firms mostly on the
basis of their reputations rather than their specific know-how. In part, this
reflects the fact that engaging such major multinationals is often primarily
a signal of their determination to pursue BRI projects in line with central
government objectives.

Dual Circulation Strategy and the Recalibration of BRI

Since its launch, the BRI envisages funding and building infrastructure in
about 120 countries. No other developmental initiative has stirred such
international debate, yet not all is going well.

Beijing has realized that its passion for BRI may be unrequited abroad,
partly because the programme includes serious risks. China should not auto-
matically assume that growth through gigantic infrastructure investments—
the model that drove its own economic miracle—is a panacea applicable

?> An administrative department run by the CCP to appoint the most senior ministerial-level officials
and CEOs of most important SOEs and state-owned banks.

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



Country, Corporates, and the Construct of BRI 39

everywhere. Nor should it relentlessly seek recognition from its neighbours
and great powers for its foreign investments. In this Five-Year Plan, the BRI
is rarely mentioned, and no fresh state capital has been raised for its projects
since 2019 (Xi, 2019).

Behind an exuberant chorus of pandemic diplomacy performed by senior
Chinese diplomats in 2020, the tone of the Chinese leaders is sombre on inter-
national challenges posed by the pandemic (Ang, 2021; Yu, 2020). It signals
a diplomatic scaling back to serve China’s age-old foreign affairs priority—
creating a stable external environment for domestic economic development
and a return to diplomacy focused on its immediate neighbours in the South
and the East. Under the new priorities, Beijing needs to narrow down its
objectives and focus on East Asia and the wider region.

The signature of the Regional Comprehensive Economic Pact, a free-trade
agreement among fifteen Asia-Pacific nations including China, provides Bei-
jing with further economic and political incentives to pivot its foreign affairs
priorities to its neighbours and away from Eastern Europe and the Middle
East. And Xi’s recent announcement ‘to favourably consider joining CPTPP,
a trade agreement originally proposed by the United States but from which
Trump withdrew, is a further step to narrowing down its priorities and cre-
ating greater economic interdependence with China’s neighbours (Xinhua,
2020).

It is clear that China’s economic survival takes precedence in determining
Beijing’s foreign policy agenda in years to come. With no sign of improve-
ment in its relations with the West, Beijing must find markets and partners
that are willing and big enough to complement its economy. As a result,
many of the existing and new BRI investments will recalibrate according to
this shift in China’s macro-economic policies to combat further geopolitical
headwinds. Many of SOEs will have to redistribute their financial resources
and manpower to fit into the overall transition to become more domestically
focused.

Conclusion

This chapter looks at the evolving relationships amongst the Chinese SOEs,
the Party, and the government institutions in determining some of the
BRI investments decisions. It contends with some of the existing literature
that argues the Chinese SOEs have become a significant vehicle to acceler-
ate the Chinese government’s ambition in challenging the Liberal Interna-
tional Order. Instead, it suggests that the LIO consists of many aspects of
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institutions, trade, rules, and organizations. China’s words and deeds should
be reviewed in an ‘issue-specific’ manner. In particular, it is overly simplistic
to conclude that all overseas investments made by the Chinese SOEs are ful-
filling Beijing’s geopolitical gambit under the BRI. The relationships amongst
the Party, the SOEs, and the central government institutions are not strictly
top-down, as many observers concur.

It does not deny that the Party remains omnipresent across different
aspects of the Chinese political establishments. And the Chinese SOEs will
follow the overall objectives decided by the Party and the central governmen-
tal apparatus.

Given the increase in breath and width of Chinese foreign policy priori-
ties, this requires top leaders in Beijing to equip themselves with sufficient
time and expertise in making decisions that are beyond the traditional realm
of diplomacy. But the reality is that there is simply neither enough time nor
sufficient expertise on specific issues, such as infrastructure project manage-
ment and development assistance related to the BRI, amongst the Standing
Committee of Politburo within the Party. As a result, this reality provides
a myriad of opportunities for relevant SOEs and other institutions to per-
suade the central government in selecting BRI projects as well as formulating
investments strategies according to their preferences. And the ‘winners’ of the
persuasions have often earned greater political capital as well as being offered
more generous state capital accordingly. In other words, it is less about fol-
lowing the political executive orders because such orders are often vague
in terms, fluid in nature, and opaque in practice. The Chinese leadership
relies on those SOEs and government apparatus to interpret and implement
those orders; therefore, some SOEs and institutions have become the de-facto
decision-makers.

In addition, Chinese leaders have their minds set for the precarious geopo-
litical environment. Worsening Sino-US relations and tougher access to over-
seas markets for Chinese companies has prompted a fundamental rethink
of growth drivers by the leadership. In the past eight years, much attention
has been given to promote the BRI. However, this current radical external
environment will require China to recalibrate its model to engagements with
the rest of the world. This recalibration also leads to SOEs reallocating their
existing financial resources and manpower in order to implement the ‘dual
circulation’ strategy introduced under the 14th Five-Year Plan. One would
expect less overseas economic activities from SOEs as their plans begin to
focus on China’s domestic market.

Assuming China to be a monolithic entity with every decision made by
a single person has always been detached from the reality on the ground.
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Dealing with Beijing and its SOEs requires an enhanced understanding of
its complexities in decision-making processes. This also applies to an honest
assessment of whether the Chinese government utilizes its SOEs in challeng-
ing the overall Liberal International Order. As found in many China policy
analyses, it is always easier said than done.
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State Transformation and China’s Belt
and Road Initiative

Ran Hu

Introduction

After decades of economic, political, and societal turmoil such as the Great
Leap Forward (1958-1962) and the Cultural Revolution (1966-1976), the
Chinese government announced its economic reform and opening-up pro-
gramme in late 1978, aiming to transform its isolated economy and turbulent
society.! China has since enjoyed an economic boom and become the world’s
second largest economy, with a potential to overtake the world’s largest
economy, the US, in a decade (CEBR, 2020). The recent soaring of China’s
overseas investments and the emergence of China-led regional financial
institutions and development strategies have further generated greater inter-
est in China’s regional and global economic power, as highlighted in the
introduction of this volume.

To assess and understand China’s growing power and, by extension, its
implications regarding the liberal international order (LIO), there is no bet-
ter case in this area than China’s most recent and, probably, most contested
trillion-dollar development strategy, the Belt and Road Initiative (BRI). As
the centrepiece of Chinese President Xi Jinping’s foreign policy, BRI has been
widely discussed and debated regarding a variety of themes and issues such
as the contents and features of BRI (Johnson, 2016; Summers, 2016); its
goals and motivations (Fallon, 2015; Wang, 2016; Ye, 2019; Zhou and Este-
ban, 2018); and underlying difficulties and possible solutions (Bondaz, 2015;
Cohen, 2015). This chapter joins in the debate on BRI with the focus on its
formulation process and explores what the making of China’s BRI implies
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regarding the Chinese power and the future of LIO. Put differently, unlike
most IR-based literature that assumes BRI to be Chinas coherent global
strategy a priori, this chapter problematizes that assumption and investigates
the formulation process of BRI between 2013 and 2015 from an inside-out
perspective of state transformation.

The chapter demonstrates that the existing IR-based literature has exagger-
ated the monopoly of the Chinese state and has ignored China’s fragmented
policymaking process characterized by decentralization and recentraliza-
tion. It first argues that BRI started with incoherent and messy practices and
discourses concerning two separate (sub-)regional proposals (the Belt ini-
tiative and the Road initiative). It then argues that a series of recentralizing
measures initiated by the central government transformed those two initia-
tives into one relatively coherent, but still very vague and broad, initiative
with general principles to achieve China’s strategic goals. Thus, the chapter
suggests that the fragmented policymaking process caused by the interplay
between decentralization and recentralization emasculates the Chinese gov-
ernment to make a precise and coherent strategy, here BRI, so as to challenge
the LIO.

The chapter is divided into three sections. The first section concentrates on
a concise review of the dominant debates of BRI with the purpose of high-
lighting the need for an inside-out approach, that is, domestic politics, to
understand BRI. The second section introduces the conceptual framework
that is based on the state transformation with Chinese characteristics. The
third section is devoted to the empirical investigation of the impact of the
state transformation on the development of BRI.

The Rationale behind BRI

What motivated China to propose BRI, a megaproject with an estimated
worth of around USS$1 trillion (Chatzky and McBride, 2020), is a major issue
regarding BRI. Two explanations dominate the debate. The first explanation
argues that the purpose of BRI was to address economic and development
problems concerning China and the Eurasian region, whilst the second
contends that BRI aimed to reposition China in the established international
order, or even challenge the order by adapting it to China’s empowerment.
These conceptualizations were based on an assumption that BRI was a linear
and rational strategy. Here, ‘linear’ refers to both the one-way process (either
top-down or bottom-up) and a rational and teleological development of
BRI. However, what happened with regard to BRI suggests the opposite: the
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formulation of BRI was non-linear, incoherent, and multicausal. In other
words, the existing literature has assumed BRI to be an unproblematic
coherent strategy and undervalued the actual formulation process of BRI,
which contained various underlying assumptions, specific discourses, and
practices. This section reviews what has been discussed about BRI in terms
of its rationale and implications and explains why the existing literature is
insufficient to understand BRI in relation to the LIO.

First, BRI was understood as China’s spatial-temporal fix for domestic
and regional problems, such as industrial overaccumulation and unbalanced
economic development (Johnson, 2016; Summers, 2016; Ye, 2019). China’s
economy suffered from industrial overaccumulation caused by excess pro-
duction and inadequate domestic demand (Hung, 2008). This problem has
been compounded by flaccid overseas consumption and rising trade protec-
tionism worldwide since the 2008 global financial crisis (Johnson, 2016; Pu,
2016; Wang, 2016). Therefore, it is argued that BRI could, if implemented
successfully, open up new territories and integrate them into the Chinese
market, given its championing of closer international economic cooperation.
For instance, inland western provinces such as Xinjiang and Yunnan can ben-
efit economically from having access to better-integrated transport networks,
port facilities, and open markets in neighbouring countries (Pu, 2016; Xue,
2017).

Second, from a geostrategic perspective, BRI was interpreted as being
China’s grand strategy to increase its regional economic leverage and political
influence that could be utilized and transformed to develop its own sphere of
influence and challenge the LIO (Benabdallah, 2019; Swaine, 2015). China’s
security calculations and hegemonic ambitions were often foregrounded in
this strand of analysis. Its growing security concerns are partially derived
from its increasing reliance on imported energy, which is mostly trans-
ported through maritime routes, for economic development (Wang, 2016).
The infrastructure linking advocated by BRI could, as suggested by Ljung-
wall and Bohman (2017), expand regional transport networks and facilitate
the flows of investment and trade, thus diversifying its energy sources and
embedding Chinas neighbouring states into its economic sphere. On that
account, China’s economy might suffer less if a sudden and continued inter-
ruption in energy supply were to happen (Dannreuther, 2011). Moreover, the
accumulation of the economic and security benefits brought by BRI is likely
to transform China into ‘a normative power’ (Zhou and Esteban, 2018: 488)
so as to challenge and shape the prevailing US-dominated international order
(Aoyama, 2016; Benabdallah, 2019; Johnson, 2016), or, in Fallon’s (2015:
140) words, ‘rewrit[e] the current geopolitical landscape’
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These two broad strands of explanations are critical, exploring BRI beyond
China’s official explanations which framed it as a global public good, and
shedding light on the difficulties China faced and international power shift-
ing. Despite their different perspectives and analyses, both lack a critical
engagement with the policymaking process of BRI. In other words, both
explanations are an outside-in approach which focuses on the causal rela-
tionship between external issues (e.g. economic problems and international
structure) and China’s responses. Therefore, they seldom question the under-
lying assumptions, the discursive performances, and the actual practices
through which BRI was made possible. Instead, they overwhelmingly assume,
a priori, that BRI was, for instance, a ‘well thought-out grand strategy’
(Bhattacharya, 2016: 310), imposed by the Chinese central government and
implemented by local actors (Aoyama, 2016; Benabdallah, 2019; Johnson,
2016; Zhou and Esteban, 2018).

This particular assumption—the linear development of BRI—contradicts,
however, the disjointed’ political history of BRI, particularly the messy
period between late 2013 and early 2015. As demonstrated below, BRI under-
stood as one coherent initiative did not exist in the so-called origin of BRI, that
is, Xi's two 2013 speeches where he introduced the Silk Road Economic Belt
(SREB) and the 21st-Century Maritime Silk Road (MSR) in his state visits to
Kazakhstan and Indonesia respectively. Rather, before Beijing’s first policy
paper on BRI in March 2015, the BRI practices were incoherent and frag-
mented, as local actors all acted on their own interpretations of Xi’s two 2013
speeches. More importantly, disregarding this messy period, or simply omit-
ting it, in the literature distorts the analysis of what BRI is, how it came to be,
and, by extension, what impacts it may have on the LIO.

Furthermore, the assumption that a strong top-down approach in an
authoritarian China is the norm is also problematic, as the decades of decen-
tralization have left China’s policymaking more fragmented than is often
assumed. It is predominantly acknowledged that China is an authoritarian
state under the rule of the Chinese Communist Party (CCP). However, being
an authoritarian one-party state does not necessarily imply that China is a
monolithic state solely with the philosophy and practice of top-down gov-
ernance (Jones, 2019; Jones and Zeng, 2019; Su, 2012; Yu, 2018). On the
contrary, policymaking in China is less of a chain of command, and more of
a coalition or consensus-building resulting from multiparty and multifront
negotiations (Jakobson and Knox, 2010; Jones and Zeng, 2019).

To sum up, the assumption that BRI was a coherent strategy formulated by
the central government alone created a blind spot in the perception of BRI.
The analyses based solely on that assumption lost sight of the dynamic and

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



48 Rising Power, Limited Influence

evolving process of BRI and failed to explain and understand BRI in relation
to the LIO. Therefore, this chapter brings back the centrality of domestic pol-
itics in China’s foreign policymaking, as the international structure does not
dictate a precise state behaviour and/or policy outcome of states, for great
powers in particular (Foot, 2013).

China’s Foreign Policymaking and State Transformation

After decades of China’s Open-Door policy with an emphasis on economic
reform, phenomena such as interdepartmental rivalries, party-government
competition, and central-local conflicts became more apparent. The Chinese
state became Triddled with competing state agencies, problems of cross-
department coordination, and mismatch between central and local policies’
(Su, 2012: 504). This phenomenon has been conceptualized as state transfor-
mation characterized by fragmentation, decentralization, and international-
ization (Hameiri and Jones, 2016; Hameiri et al., 2019; Jones, 2019; Jones
and Zeng, 2019; Su, 2012). This conceptualization, however, seems to con-
centrate too much on the decentralizing process so as to discount the fact that
the CCP always demands and makes every effort to be in command and stay
in power. In other words, too much emphasis on fragmentation and decen-
tralization leaves a misperception that the CCP and, by extension, the central
government are losing control and allowing any breach of their centrality and
authorities.

Built on the literature on state transformation and its applications (Hameiri
and Jones, 2016; Hameiri et al., 2019; Su, 2012; Jones, 2019; Zheng, 2006),
the chapter conceptualizes state transformation in the Chinese context as an
interactive and continuous process of decentralization and recentralization,
a tug of war between the central government and local actors. Decentraliza-
tion that leads to fragmentation empowers local actors, whilst recentraliza-
tion aims to maintain the power and authority of the central government.
Thus, Chinese foreign policymaking is a double movement, complex, multi-
level, and contingent on various factors working through the pull and push
between decentralizing and recentralizing forces.

First, decentralization refers to the delegation of authority in terms of
resource control, policymaking, and policy implementation from a cen-
tral level to a local level and/or from state to society. This phenomenon
is also conceptualized by Zheng Yongnian (2006: 107) as a ‘de facto fed-
eralism’ Given the Chinese one-party political system, decentralization
remains much more about central-local relations than state-society relations
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(Zheng, 2006). Through decentralization, local governments gain more
power or autonomy in terms of making independent decisions in certain pol-
icy areas and interpreting and executing ‘national’ policies based on local
circumstances and interests (Zheng, 2006). Thus, it has generated multilevel
and multiparty bargaining and negotiation for policymaking and, some-
times, different implementation plans (He, 2019; Jones and Zeng, 2019). For
instance, provincial governors could manage their own external economic
relations and engage in external economic activities, which sometimes cre-
ates issues and problems for China’s central foreign policy (Jones and Zeng,
2019). In other words, national policymaking is not simply a unidirectional,
top-down process. Instead, it is a two-way process in which local actors also
exert their influence on policymaking (Zheng, 2006).

At the same time, the state-society evolution via decentralization, sub-
tle as it may be, does continue and leads to a fragmented state, known
as fragmentation, which means that a wider range of actors is involved in
policymaking, with some actors empowered whilst others are disempow-
ered. Regarding foreign policymaking, not only traditional official actors
such as governmental departments and institutions, but also non-traditional
ones, such as state-owned enterprises and transnational and national net-
works in knowledge and business, all attempt to influence policymaking to
suit their own interests (de Graaff, 2020; Huo and Parmar, 2020; Jakob-
son and Knox, 2010; Jakobson and Manuel, 2016; also see Yu in this
volume).

Moreover, fragmentation implies struggles for power and resources, thus
sometimes leading to contradictory guidance and practices, as decision-
making is relegated to multiple agencies at the same level (He, 2019; Jones
and Zeng, 2019; Pieke, 2013). In other words, responsibilities for some issues
are shared among different departments which compete as well as cooperate
with one another for greater influence (Pieke, 2013). This is also, to a certain
degree, inflamed by globalization, as China increasingly integrates itself into
the international society through socialization (Su, 2012) and more domes-
tic actors tend to obtain an international role (Jones and Zeng, 2019). In
terms of foreign policy at the central level, the Ministry of Foreign Affairs
(MOFA) is joined and, sometimes, bypassed by other actors such as the
Ministry of Defence, the People’s Liberation Army, and the CCP’s Interna-
tional Department (Jones and Zeng, 2019; Pieke, 2013; Zhang, 2016). For
instance, regarding maritime affairs, twenty-two different agencies have some
jurisdiction over it or some aspects of it, ‘with inter-agency rivalry directly
generating clashes with neighbouring countries’ (Jones and Zeng, 2019:
1416). In short, decentralization leads to fractured authority with regard to
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foreign policymaking, and China is more fragmented and decentralized than
it is often assumed (Jakobson and Manuel, 2016; Yu, 2018).

Second, recentralization is a critical part of the process as China remains
an authoritarian one-party state in which ‘[t]Jhe Party exercises overall lead-
ership over all areas of endeavour in every part of the country’ (CCP, 2017:
10, emphasis added). Since taking power, Xi has gradually amassed more
power than either of his two predecessors (Jakobson and Manuel, 2016) and
transformed China into a more repressive and ideological-orientated regime
(Blackwill and Campbell, 2016). As Cabestan (2009: 64) forcefully argues,
political power and policymaking ‘have consistently been highly centralised
and concentrated in the supreme CCP leading bodies. This means that the
CCP’s power is paramount and takes charge of all critical issues (Jakobson
and Manuel, 2016). The government led by the CCP has, for instance, been
making every effort to maintain its authority and reclaim power over certain
issues through all sorts of—often less explicit—techniques such as establish-
ing ad hoc working groups to ‘monitor’ and ‘discipline’ local implementations
of national policies, and personnel appointment (reshi guanli) in provincial
governments and large SOEs (Hameiri and Jones, 2016). In short, China’s
centralized power could be perceived through its absolute controls over the
industries critical to China’s economy and its prerogative to appoint heads of
all SOEs and public universities.

This state transformation with Chinese characteristics has a significant
impact on foreign policymaking in China. Decentralization empowers local
actors by further delegating central decision-making power to local govern-
ments or other non-state actors, and, by extension, it leads to a fragmented
phenomenon, or simply fractured authority, in which central authority is par-
tially weakened in certain issues areas (Jakobson and Knox, 2010). Thus, to
formulate a coherent and consistent policy is difficult, especially at the begin-
ning, as local actors compete to skew policy interpretation in their favour. At
the same time, recentralization through mobilization, guidance, and steer-
ing aims to take control of the direction of policy and make sure ultimate
goals are accomplished and in line with the CCP’s interests (Zhang, 2016).
Here, recentralization does not necessarily mean going back to Maoist China
when the personality cult was rampant, or taking all decision-making power
back to the central government. It only means that the central government led
by the CCP attempts to ensure that its centrality and authority are undam-
aged and that it has multiple ways to realize that. These particular domestic
political dynamics determine that it is difficult for the central government
to formulate a coherent and detailed grand strategy. Rather, only vague and
broad strategies can work in China, as they allow the central government
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to manage and achieve its goals whilst keeping local and departmental
interests satisfied.

A Double Movement of Decentralization
and Recentralization

As discussed above, BRI was often assumed to be one coherent initiative to
achieve China’s economic and/or geostrategic goals, and it contained two
complementary parts: the Belt and the Road. However, a careful examina-
tion of the speeches made by senior Chinese officials and the practices billed
by the Chinese government as BRI projects reveals a rather different story.
Concentrating on the period between 2013 and 2015, this section finds that
there was no BRI to begin with, and that the Belt and the Road were not, at
least at the very beginning, interconnected. Based on the concept of state
transformation, it argues that a relatively coherent BRI emerged out of a
messy and fragmented state of two (sub-)regional projects through a series
of recentralizing moves. It demonstrates that the policymaking in China is
not a straightforward process (top-down), but rather a dialect process of
decentralization and recentralization that is contested and complex.

A fragmented BRI: contradictions, multiple actors,
and limited success

After the decades of reform and opening up, policymaking in China has
become more decentralized, with more power being devolved to local gov-
ernments, and also more fragmented, with an increasing number of actors
involved. This is manifested via the unfolding of SREB and MSR. Right after
the announcement, the governments at both central and local levels and non-
state actors of various types started their activities straight away based on
their own interpretations. Whilst the central government and state institu-
tions focused on the grand design of SREB and MSR, local actors tended to
concentrate on their pragmatic aspects. At the local level, the understand-
ings and ways of enacting SREB and MSR were more diversified than, and
sometimes contradictory to, those at the central level. Therefore, this subsec-
tion argues that real SREB and MSR projects were sporadic, and that their
implementation at an early stage could only be characterized as being inco-
herent and inconsistent. The incoherent state demonstrates the necessity of
not assuming what BRI is, a priori.
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First, there was no BRI, but SREB and MSR, in Xi’s original speeches.
They were two separate regional projects as they aimed at different (sub-
)regions, and no evidence in the original speeches indicates that they were
two parts of one project (Xi, 2013a, 2013b). Whilst SREB was an indepen-
dent regional strategy aiming to strengthen China’s cooperation with mainly
Asian countries (Xi, 2013a), MSR was a project subjected to Xi’s other broader
vision of ‘build[ing] a more closely-knit China-ASEAN community of com-
mon destiny’, aimed at ‘develop[ing] maritime partnership’ (Xi, 2013b) with
Southeast Asian countries.

Until the second half of 2014, SREB and MSR were still referred to as
two distinct projects, in the same way that senior Chinese officials such
as Yang Jiechi (2014) and Xi Jinping (2014c) referred to them. Meanwhile,
other than ‘changyi’ (initiative), other designations such as ‘zhanlue’ (strat-
egy), ‘jihua’ (plan), ‘zhengce’ (policy) etc. were also employed to refer to the
Belt and the Road. For instance, BRI was explicitly addressed as one of three
national strategies (zhanlue) in the 2014 Central Economic Work Conference
(Xinhua, 2019). These different designations were most often seen among
local-level governments, and the word ‘strategy’ was often seen in academic
journals.

Second, various actors were involved in the making of BRI, as actors
are empowered as the result of fragmentation. At the central level, the
Chinese government and the Central Committee of the CCP focused
on strategic planning within China and policy coordination with other
states. Just one month after the announcement of SREB and MSR, both
projects were integrated into Chinas domestic strategy of deepening its
domestic economic reforms (Zhu, 2017). As The Decision of the CCCPC
on Some Major Issues Concerning Comprehensively Deepening the Reform
and Opening-up (CCCPC, 2013) declared, ‘we [the Chinese government]
will ... work hard to build a Silk Road Economic Belt and a Maritime
Silk Road, so as to form a new pattern of all-round opening’ Later that
year, at China’s highest-level economic conference, the annual Central
Economic Work Conference, President Xi called for a strategic planning
for SREB and MSR to promote infrastructural linkages within Eurasia
(Tian, 2015).

However, these high-level internal meetings could not conceal the fact that
there was no dedicated government agency designated to manage daily rou-
tines concerning SREB and MSR, as those meetings were annual events to
discuss and debate all general issues. The National Development and Reform
Commission (NDRC) had taken the lead in preparing a few SREB and MSR
workshops, supported by the Ministry of Foreign Affairs (MOFA). But there
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is no evidence showing that they were the leading agencies for Xi’s two
regional projects.

Meanwhile, the Chinese government rebranded some previous projects as
SREB or MSR projects, making them sound like coherent and well-developed
ones. A webpage on the Renminwang site (people.cn),? a website affiliated to
the CCP’s news outlet People’s Daily, can illustrate this point. The page listed
some projects finished between 2013 and 2016 and claimed that they were all
BRI projects. But a closer scrutiny of some early projects listed there indicates
otherwise. Some of these so-called BRI projects could clearly be dated prior
to SREB and MSR. The site lists, for instance, China’s delivery of a remote
sensing satellite system to Venezuela as a BRI project. But the system was in
fact delivered on 4 September 2013, a few days earlier than the announcement
of SREB on 7 September 2013 (Wu, 2013). Another example is the China-
Myanmar Gas Pipeline; it was launched in 2010 and completed in June 2013
(Renminwang, 2013), but it was still listed as a BRI project (Renminwang,
2017). Put differently, BRI-related activities at this early stage were sporadic
and unsystematic, both inside and outside China.

At the local level, governments, state-owned enterprises, and private busi-
nesses began vying for a seat at the table and provided their own interpreta-
tions with the purposes of not only gaining funding, but also embedding their
interests and interpretations into the national one. However, those seem-
ingly organized central-level practices, as shown above, have not been passed
down to the local level. Instead, local-level activities, in terms of their under-
standings and ways of enacting SREB and MSR, could be only characterized
as incoherent, disorganized, and even contradictory.

One of the most compelling examples of how indeterminant and incoher-
ent SREB and MSR were is the debate about which city is the start of either
land-based or maritime Silk Roads. Several local governments from coastal
to inland cities began their campaigns to name themselves the start of either
Silk Road (Liu, 2014; Wang, et al., 2015). For instance, other than Xian and
Luoyang, which had long been rivals for the start of the ancient land-based
Silk Road, and now SREB, there were three more contenders: Zhengzhou,
Lianyungang, and Chongqing (Liu, 2014). Zhengzhou, the provincial cap-
ital of Henan Province, should be named as the starting point of SREB,
argued the Party Secretary of Henan Province, because of its strategic loca-
tion in Central China connecting China’s eastern and western regions (Liu,
2014). The Lianyungang government made a similar argument and aimed
to become the eastern bridgehead of SREB, built on its advantages as a

? http://world.people.com.cn/GB/8212/191616/409002/index.html.
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port city (Liu, 2014). Chongging, on the other hand, made its most ambi-
tious move by tabling a proposal during the annual meetings of China’s
national legislature (National People’s Congress) and top political advisory
body (Chinese People’s Political Consultative Conference) in March 2014 to
designate Chongqing as the starting point of SREB, so as to tap its potential in
contributing to both SREB and the Yangtze River Economic Belt (Liu, 2014;
Wang and Zhong, 2014).

This domestic rivalry, or, in other words, messiness, was largely caused by
the lack of central guidance of the implementation of SREB and MSR and the
decentralization of state institutions that allowed more actors to participate
in policymaking. Other than two speeches made by Xi in 2013, there were
no documents on SREB and MSR before 2015. Without detailed guidance,
participants had plenty of room to manoeuvre, to be precise, to interpret
these two projects based on their individual needs. To actively promote or
aggrandize senior leaders’ pet projects, in this case SREB and MSR, is a com-
mon practice among provincial or municipal party leaders and the surest
way for them to curry favour from their bosses and prepare for their own
future career advancement (He, 2019). At the same time, doing so allows
those party bosses to access newly available central funds to pursue their
own local projects and/or save or relaunch their previous dead ones under
the name of SREB and MSR.

As shown above, the unclear and tangled relationships among SREB, MSR,
and BRI, the domestic institutional rivalry, and limited real achievements
challenge the traditional assumption of a hard top-down approach in the Chi-
nese governance and demonstrate the possibility of a strong presence and
influence of the decentralizing movement in policymaking. Moreover, the
existence of multiple designations was not simply a rhetorical problem about
how BRI should be addressed. Rather, it undoubtedly shows that even the
central government at that time was not sure of their positioning of SREB and
MSR (later BRI), and had no specific plans for them. They all were important
evidence of the ‘indeterminacy’ of SREB and MSR. Put differently, as there
was no BRI to begin with, it is problematic to analyse BRI by simply taking it
for granted that it was a coherent initiative. Instead, more attention shall be
paid to understanding how BRI developed out of this messy period.

An ordered BRI: reclaiming the authority

As explained in the conceptual framework, decentralization and recentral-
ization are two accompanying phenomena. This subsection focuses on the
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recentralizing process that has brought together what BRI is now. Here
recentralization is more about reclaiming the authority of the central gov-
ernment and reasserting its influence, rather than explicitly taking back the
decision-making power from local actors. To be specific, whilst allowing these
incoherent and competing practices to take place, the central government
also began to assemble thoughts from the local level, (re-)define what BRI is,
and discipline what it regards as ‘wrong’ BRI practices.

The first recentralizing move was to reconceptualize SREB and MSR as one
initiative through discourses. Starting from late 2014, the central government
began to purposefully address SREB and MSR as one initiative. In Novem-
ber 2014, the Belt and Road initiative (yidai yilu changyi), singular not plural,
appeared for the first time, when Xi (2014b, emphasis added) stated that ‘[t]he
“Beltand Road” initiative and the connectivity endeavour are compatible and
mutually reinforcing. One initiative, not two, was undoubtedly asserted. This
was a clear departure from the previous discourses on SREB and MSR that
they were two separate initiatives. Meanwhile, the central government stan-
dardized the name for BRI by insisting that ‘changyi’ (initiative, a singular
not plural word) was the only legitimate title for BRI and no other words
such as strategy, project, programme, and agenda should be used (BRI office,
n.d.). At the same time, the Chinese government has never publicly clarified
BRI’s ambiguous relations with SREB and MSR, but it plainly used BRI in its
later documents and pretended that the issue had never existed. This pretence
was China’ strategy to reinforce a narrative that BRI composed of SREB and
MSR had always been the original design, and it did in fact reinforce that mis-
leading narrative among the public. Many scholars have, as discussed earlier,
based their arguments on Beijing’s official narrative of BRI’s origin.

Moreover, reconceptualizing BRI included the move of issuing the first
national policy paper on BRI, that is, Vision and Actions on Jointly Build-
ing the Silk Road Economic Belt and 21st Century Maritime Silk Road. In
this document, the principles, key areas of cooperation, cooperative mech-
anisms, and the planning for local regions concerning BRI were elaborated.
In other words, the central government tried to explicitly determine what BRI
is by defining the nature of BRI and setting boundaries for what should and
should not be included in it and in what way. The release of Vision and Actions
represented a significant act from the central government in the recentraliz-
ing processes because, after months of staying less active in shaping SREB,
MSR, and BRI, it officially intervened and attempted to rein in all these dis-
parate actors and activities and bring some coherence, as to how it should
be understood, to the messy and incoherent period through documenta-
tion. This reconceptualizing move was not simply about rhetoric, but more
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importantly about politics; that is, asserting its authority and reclaiming its
centrality.

One of the major steps this document took to recentralize BRI policy-
making was political directives. It was first reflected through the central
government’s regulation of the previous responses at the local level to SREB
and MSR. The central government outlined its expectations for local gov-
ernments, namely, what their role(s) would be in BRI (NDRC, MOFA, and
MOC, 2015). These chosen provinces and cities were all assigned differ-
ent goals. For instance, to the north, Xinjiang was named as ‘a core area
on the Silk Road Economic Belt’; to the east, Fujian was entitled as ‘a core
area of the 21st-Century Maritime Silk Road’; and to the west, Yunnan was
designated as ‘a pivot of China’s Opening-up to South and Southeast Asia’
(NDRC, MOFA, and MOC, 2015: 4). This contrasted with the central gov-
ernment’s earlier approach of staying away from issuing directives to local
governments.

The second recentralizing move was institutional design at both domestic
and international levels. There were two types of institution for the task of
‘recentralizing’ policymaking agencies and funding agencies. The former set
goals and basic rules for SREB and MSR projects, utilized different resources
to support some and suppress others, and supervised their implementation.
The latter executed them and ‘guided’ future practices by using their funded
projects to visually demonstrate what SREB and MSR (later BRI) projects
should look like. In other words, SREB and MSR (later BRI) practices were
disciplined through institutional monitoring based on political procedures,
norms, and protocols, and regulated by releasing or withholding funding. By
doing so, the central government recentralized the process of BRI decision-
making and implementation not by directly controlling it, but by taking
charge of the direction of BRI and disciplining practices that were perceived
by the central government as ‘wrong’ practices.

The first funding agency was the Silk Road Fund (SRF), which was specif-
ically established to serve BRI only and wholly sponsored by China’s central
government. The SRF is, with China’s initial contribution of US$40 billion,
‘designed to provide investment and financing support for countries along
the “Belt and Road” [regions] to carry out infrastructure, resources, industrial
cooperation, financial cooperation and other projects related to connectivity’
(Xi, 2014b).> The second funding agency was a multilateral financial institu-
tion, the Asian Infrastructure Investment Bank (AIIB). Despite not being an

* In 2017, Xi announced an additional RMB 100 billion (148 billion USD as 0f 2019) to be injected into
the Silk Road Fund.
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intrinsic part of BRI, the AIIB can be, and indeed was utilized to facilitate
the implementation of BRI mainly through financing infrastructure-related
projects in Asia and beyond, either on its own or in partnership with other
international financial institutions. As Laurel Ostfield (quoted in Shepard,
2017), the head of communications for the AIIB, explained, ‘we are not con-
nected to One Belt, One Road. [But] obviously, we will be playing a part in
it’ In short, they regulate the BRI practices of other local actors.

Other than the SRF and AIIB, China also established a policymaking orga-
nization at the domestic level, that is, the Leading Small Group on Advancing
the Construction of the Belt and Road (BRI LSG for short). Based in the
State Council, it has been established to guide, monitor, and promote BRI
(BRI office, n.d.). Under the BRI LSG, there was a permanent office called the
Office of the Leading Small Group for BRI (BRI office for short). It was based
in the National Development and Reform Commission (NDRC) and set up
to carry out the daily work of the BRI LSG that convenes every six months
(BRI office, n.d.).

Establishing a Leading Small Group (lingdao xiaozu, LSG) is regularly and
widely practised in the Chinese political system to monitor and coordinate
the implementation of policies concerning almost all areas (Johnson et al.,
2017; Miller, 2008; Zhang, 2015). Although LSGs are still established on an
ad hoc basis and disbanded after the mission, some of them are kept de facto
permanently and become more formal (Zhang, 2015). More importantly,
LSGs have been strengthened and become more involved in the policymak-
ing process over the years, particularly under Xi’s supervision (Johnson et al.,
2017).

Although the BRI LSG is an ad hoc working group that convenes only
twice a year (BRI office, n.d.), its establishment is significant in two aspects.
First, the official establishment of the BRI LSG corresponded to the central
government’s reconceptualization of SREB and MSR as one coherent ini-
tiative because by then it had already frequently employed the term ‘yidai
yilu’ (the Belt and Road) and officially confirmed that they belonged to one
coherent initiative. Second, it also addressed the previous ‘messy’ situation
in which no dedicated central government agency was in charge of these
two projects, or the problem of lacking ‘an effective leadership structure’
(He, 2019: 185). Chaired by Zhang Gaoli, who sat in the Standing Com-
mittee of the CCP Politburo, China’s highest-ruling council, the BRI LSG
is high in China’s political system and has more power and resources than
many other departments. In other words, the BRI LSG became the BRI net-
work builder which had access to different resources and facilitated different
agencies.
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Looking Forwards

Instead of assuming BRI to be one coherent strategy a priori, this chapter
has questioned the taken-for-granted assumption and investigated the devel-
opment of BRI between 2013 and 2015 from the inside-out perspective of
state transformation. It has demonstrated that rather than being a coherent
strategy, BRI was derived from two separate (sub-)regional projects through
discursive construction, political directives, and institutional design. Due to
China’s decades of decentralization, more local actors became involved in
the making of BRI whilst competing for resources and interpretations. Thus,
largely incoherent interpretations and practices followed the announcement
of the Belt and the Road initiatives. Meanwhile, the CCP and its central gov-
ernment continuously asserted their power and authority over national pol-
icymaking by unifying the discourses and practices concerning SREB, MSR,
and BRI, and by establishing dedicated agencies to guide the implementation
process. This is how BRI as one coherent initiative emerged.

This chapter has argued that policymaking in China is greatly impacted by
the interplay between decentralization and recentralization and, by exten-
sion, fragmented. That is, whilst continuing to allow a wider participation
of local state and non-state actors and empower them in policymaking,
the Chinese central government still makes every effort to dominate and
dictate through more implicit and discrete means, such as setting general
goals, monitoring implementation processes, and disciplining local imple-
mentations. Therefore, any national strategy design in China can only be
vague, broad, and even flexible, so as to accommodate as many local or
departmental interests as possible whilst assuring overarching goals are
served.

So, what does this inside-out approach to BRI imply about China’s grow-
ing power and its impact on the LIO? First, from the perspective of state
transformation, this chapter suggests that China’s ability, manifested through
BRI, to challenge the LIO is rather limited, as BRI is so broad that different
actors could, to a certain degree, use it to their own advantages, thus shaping
its future development. To be precise, like BRI, China’s other grand policies
need to be broad and vague so as to accommodate the interests of both the
central and local actors due to its fragmented policymaking being derived
from the dialect process of decentralization and recentralization. That said,
BRI could, as Jones (2020) cautioned, unintentionally pose some challenges
to the LIO by simply providing an alternative funding source to developing
countries. Second, and perhaps more importantly, BRI will not be China’s
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last strategy regarding the LIO, as its growing economic power indeed is
the foundation of its trillion-dollar investment project, vague and broad as
it is. How other states respond to BRI will directly influence the outcome of
China’s future strategies. Merely blaming China’s hegemonic ambition or iso-
lating it will not, therefore, provide a satisfactory answer to the question of
the future of the LIO.
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Illiberal Rationalism?

The Role of Political Factors in China’s Growing
(Economic) Footprint in Hungary

Agnes Szunomdr

Introduction

In parallel with its increasing global engagements, hallmarked by the ‘Going
global’ (zhou chu qu) policy and the Belt and Road Initiative, China has
become more active in the Central and Eastern European (CEE) region in the
past two decades. Similarly to China’s relations with developing and emerg-
ing regions, Chinese presence in CEE is characterized by developing trade
relations, growing inflows of foreign direct investment (FDI), and recently
also infrastructure projects carried out by Chinese companies, financed by
Chinese loans (see Knoerich’s chapter in this volume). Although when com-
pared to China’s economic presence globally or in the developed world its
economic impact on CEE countries is still small, it has increased signifi-
cantly over the past two decades. Since the relationship between China and
the CEE region had a rather low profile in previous decades, this was quite a
new phenomenon, but not an unexpected one. On the one hand, the trans-
formation of the global economy and restructuring of China’s own economy
are responsible for growing Chinese interest in CEE, and on the other hand
CEE also represents new challenges and new opportunities for China. In line
with these challenges and opportunities, China created the 16+1 (later 17+1)
platform in 2012—strongly connected to the Belt and Road Initiative (BRI)
announced in 2013—to increase cooperation with and its influence in the
CEE region. Hence, in addition to economic expansion, China has started to
gain a foothold in political terms too.

These trends have inevitably drawn the attention of EU officials and West-
ern European diplomats, scholars, and media to these intensifying efforts and
the potential implications on the EU or even globally. According to EU fears,
China woos CEE nations, which could result in the EU becoming even more
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divided (Karaskova et al., 2020). The CEE countries’ eagerness for cooper-
ation with China is, however, far from being the same throughout the CEE
region: the majority of countries are either cautious of engaging with non-
EU players or have reservations about a growing Chinese presence, while a
few—such as Hungary or Serbia—welcome the resulting economic and/or
political opportunities.

For Hungary, integration to the “West;, into the Liberal International Order
(LIO), has been a dream for decades, and has finally come true with NATO
(1999) and EU membership (2004). Today, this LIO is in crisis as a result
of various political and economic tendencies, including the rise of the ‘new
authoritarianism’ (Ikenberry, 2018: 7) that appears to have become an attrac-
tive alternative to liberal democracy, one of the major pillars of the LIO
(Mearshimer, 2019: 8). While China has embraced authoritarian rule from
the very beginning, Hungary is one of the countries where liberal democracy
appears to be in retreat only in the past decade. As many scholars (Buzogany,
2017; Cianetti et al., 2018; Csaba, 2019; Innes, 2015; Wilkin, 2018) point out,
Hungary—one of the prominent players in the pro-democracy revolutions
of 1989 and the CEE region’s liberal transition—has recently shifted from
democracy to autocracy. Among other reasons, the fall-out from the new
core-periphery cleavage which has emerged in Europe in the wake of the
global economic and financial crisis (Bohle, 2018; Gambarotto and Solari,
2015) also pushed the Hungarian government towards illiberalism, as well as
towards China (and Russia).

This chapter examines China’s growing presence in Hungary by investi-
gating the economic relationship between the two countries, including trade
relations and Chinese FDI, as well as infrastructure-related projects. Since
the economic rationale seems to be missing in the majority of cases on the
Hungarian side, considering the widening of the trade deficit, the low level
of Chinese FDI, and an unnecessary but very expensive railway project, the
chapter analyses the role of political factors connected to the aforementioned
economic relationship. In line with Roy and Hu'’s (this volume) introduction,
the chapter aims to understand the ‘illiberal rationale] that is, the genuine
motivation behind such a strong commitment of a declaredly illiberal democ-
racy towards an authoritarian political system controlled by the Chinese
Communist Party (CCP).

Viktor Orbén, the Prime Minister of Hungary, officially declared in 2014
that Hungary should ‘go against the spirit of the age and build an illiberal
political and state system’ and that this—the thesis of illiberal democracy—
‘is an acceptable, viable and rational decision not only intellectually, but also
from the point of view of a political programme, proclaiming loud and clear
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that Christian democracy is not necessarily a liberal but an illiberal democ-
racy (Orbdn 2014). This new, illiberal way of thinking that has emerged since
2010 resulted in—among others—centralizing measures pertaining to the
whole economy and a shift in Hungary’s foreign policy focus to the East.

Hungary, while being historically, geographically, and politically bounded
to Europe and highly dependent on both trade and investment relations
with developed, mainly-EU member states, has historically had good polit-
ical relations with China since the People’s Republic of China (PRC)
was established. Moreover, Hungary seems to be committed to Beijing
(rather than fellow European countries) even amidst growing European
concerns about the various challenges China poses to Europe. Although
Hungary is a small country with limited ability to influence global processes,
with its illiberal rationalism—including the unduly appreciated and praised
China relation—it does contribute to the uncertainties and fragmentation of
Europe. Consequently—and ironically—it has a flatly destroying impact on
the LIO, to which, not so long ago, it wanted to belong.

When mapping out the rationale behind the above-mentioned Hungarian
engagement, it has to be emphasized that although Hungary hosts the major-
ity of Chinese foreign direct investment stock in the CEE region, with a huge
trade deficit and decreasing FDI flows, the Chinese-Hungarian relation has
been—in the economic sense—less profitable in the past few years. In the
meantime, however, the relationship has become more important politically,
both for Hungary and for China, which provides a unique interpretation of
the Chinese ‘win-win’ concept. The strong China-friendly stance of the Hun-
garian government provides a valuable European (and member of the EU)
partner for China on the one hand, while, on the other hand, Hungary is
also happy to have strong non-EU allies—such as China or Russia—that may
contribute to the survival of the current political elite. Hungary’s China rela-
tion is sometimes used as a bargaining chip when Budapest has tensions with
Brussels (see Ferchen et al., 2018; Matura, 2018; Moreh, 2015; Szunomar,
2020), that is, for example, Hungary declaredly considers Chinese capital as
an alternative if Brussels takes a firmer stance on Budapest.

Overall, political considerations seem to be more relevant to understand-
ing the Chinese-Hungarian relationship than economic ones, particularly
after the formulation of Orbans illiberal democracy. However, as Roy and Hu
(this volume) suggest in their introduction, the politics of Chinese investment
in Europe remains under-researched. To this end, the chapter is structured
as follows: the first section gives a brief overview of the history of the rela-
tions between Hungary and China; the second part presents the main trends
and patterns of economic relations; while the third section analyses the
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motivations of both China and Hungary, with a special focus on political
rationale. Finally, conclusions will be drawn in order to evaluate the past
developments and the future of the relation.

Chinese-Hungarian Relations in Retrospect

After the Second World War, both the People’s Republic of China and the
Hungarian People’s Republic were established in 1949 (20 August and 1 Octo-
ber, respectively). Hungary formally recognized the PRC on 4 October 1949.
In the 1950s the relationship began to develop, with a huge number of high-
level visits followed by the improvement of economic, political, and cultural
ties. Although the Hungarian-Chinese relationship was basically within the
Soviet sphere of interest, Hungarian foreign policy did not follow, but rather
differed from the policy of Moscow: in international affairs Budapest coop-
erated closely with Beijing and supported the Chinese position on Tibet, the
One China Policy, and the United Nations Security Council membership
from the very beginning (Vamos, 2006).

By the end of the 1950s, in line with the Sino-Soviet split, deep ideological
differences emerged between the two countries, and in the 1960s—during the
Chinese ‘cultural revolution’—the relationship became increasingly colder.
Later on, with the reorientation of the Chinese Communist Party in 1978
(economic reforms and opening up), the two countries were brought closer
together again. The Chinese leadership was genuinely interested in the expe-
riences of the Hungarian economic reform of 1968 (Bod, 2021); therefore
a series of expert delegations visited Hungary to study the process of the
reform. In the 1980s, state and inter-party relations were normalized, and
high-level delegations were reinitiated too. After the democratic transition
of Hungary in 1989, the level of contact between the two countries declined
again, primarily as a result of the reorientation of Hungarian foreign policy, as
more attention was given to Euro-Atlantic interests. For more than a decade,
the degree of contact declined to a minimum; however, the relations were
still free of tensions, within the framework of cordiality (Szunomar, 2015).

A new fruitful period began after the turn of the millennium, after the Hun-
garian Prime Minister, Péter Medgyessy, visited Beijing in 2003. In the early
2000s, the Hungarian economy showed a rapid catch-up in regional compari-
son, the government pursued a policy of stimulating demand, and in addition
to developing existing economic relationships with the West it began to
look East. This new wave of development was initiated independently by
Hungary, as the government recognized that China is an unavoidable player
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in the global economy and international politics, while EU membership
made Hungary more attractive to China as well (Szunomadr, 2015). The gov-
ernment took several confidence-building measures and gestures towards
China, including the creation of a new special envoy position within the
Prime Minister’s Office for the development of Hungarian-Chinese relations
and for the coordination of the China-related work of governmental institu-
tions and the public administration. The first results of the new policy were
the arrival to Hungary of a branch of the Bank of China (2003), the creation
of the Bilingual Chinese-Hungarian Primary School in Budapest (2004), and
the launch of a direct flight connection between Budapest and Beijing (2004).
Cultural contacts have deepened as well: the first Confucius Institute was
established in Budapest in 2006, and four more were opened in the following
years.

Although China was neglected by the first Orban government (1998-
2002), it has been receiving special attention from the more populist second,
third, fourth, and fifth (2010-2014, 2014-2018, 2018-2022, 2022-) Orban
administrations.' Prime Minister Orbén first visited China at the end 0f 2010.
This meeting was returned by premier Wen Jiabao’s visit to Budapest in the
summer of 2011. Wen made a European tour to three countries only: Hun-
gary, Great Britain, and Germany. His journey started in Budapest and was
designed to buy European debts and ‘help’ Europe by shoring up its invest-
ments. These meetings of high-ranking officials were followed by several
other visits from both sides in the coming years (Matura, 2018; Szunomar,
2015).

After these visits and steadily strengthening relations, expectations on the
Hungarian side were higher than ever. Prime Minister Orban kept empha-
sizing the importance of the East even before the elections (and the already
mentioned ‘illiberal democracy’ speech) of 2014 and said that although Hun-
gary’s ‘ship is sailing in Western waters, the wind blows from the East’
(Szunomar, 2015). The domestic media echoed the importance of the coun-
try’s role as a gateway to China, while the international media reported on
the new Chinese-Hungarian ‘special relationship, causing mixed feelings
among Hungary’s neighbours and the EU institutions. Against this back-
ground, Hungary launched a new foreign economic policy in the spring of
2012, which aimed to diversify Hungary’s foreign economic relations: the
‘Eastern opening policy. Although the Orban government has emphasized

! The illiberal turn as well as the foundations of the current, populist Orban regime go back to Fidesz’s
overwhelming success at the 2010 elections, and were consolidated when the Hungarian parliament
adopted a new constitution that came into effect on the first day of 2012 (Buzogany, 2017; Kreké-Enyedi,
2018).
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that it would like to maintain Hungary’s strong and important economic rela-
tions with its traditional Western (European) partners, the main objective of
this policy has been to reduce Hungary’s economic dependence on trade with
the West by improving economic relations with the East, particularly China.

Politically Driven Warming Up Resulting in Modest
Economic Pay-off

As mentioned above, since the early 2000s Hungary has increasingly per-
ceived China as a country which could bring economic benefits through
developing trade relations, growing inflows of Chinese investments, and,
recently, also through infrastructure projects carried out by Chinese com-
panies and financed by Chinese loans. This perception, however, does not
necessarily reflect the reality when it comes to actual data on trade volume,
stock of Chinese FDI, or implemented infrastructure projects (Kardskova
et al., 2020).

Trade between Hungary and China indeed increased from the early 2000s
onwards (relatively fast, from a very low base), coinciding with the accession
of CEE countries to the European Union in 2004. When China created the
16+1 initiative (2012), trade volumes went somewhat higher all around the
region, including in Hungary, although this increase was not balanced at all:
while imports from China increased substantially, the growth of exports to
China remained rather modest, and even decreased slightly for a few years
after 2014 and 2017, respectively. In 2019, Hungary’s exports to China were
even below the 2012 level. Consequently, trade deficit increased rapidly,
reaching almost 5,500 million USD, meaning that Chinese imports were
more than four times higher than exports.

Regarding the structure of trade, the main imports of products from China
are similar to most European countries: machinery and electronics. On the
export side, Hungary exports to China product groups such as vehicles,
machinery, and electronics, mainly produced by multinational companies
located in Hungary and not by local Hungarian companies. Although China’s
hunger for high-quality agricultural products has recently been growing
globally, the share of agricultural export is not significant for Hungary, as
it is below 3%.

When it comes to FDI, as has been already mentioned, China’s economic
impact on Hungary, although accelerated significantly in the past decade,
is relatively small, with Chinese investments dwarfed, for example, by Ger-
man companies’ investments. When calculating percentage shares based on
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OECD statistics, we found that Chinese FDI stocks are around 2.5-3% of
total inward FDI stocks in Hungary. It is worth mentioning that (West-
ern) European investors are still responsible for more than 70% of total FDI
stocks, while among non-European investors, companies from the United
States, Japan, South Korea, or India are typically more important players than
those from China.

The main Chinese investors targeting Hungary are primarily interested in
telecommunication, electronics, the chemical industry, and transportation.
Initially, Chinese investments flowed mostly into manufacturing (assem-
bly), but over time, services have attracted more investment as well. Major
investors are Wanhua, Huawei, ZTE, Lenovo, and BYD. The ownership
structure of the investing Chinese companies is rather mixed: some are state-
owned companies (such as Wanhua or ZTE), some are private firms (such as
Huawei or BYD). However, the majority of private companies are so-called
national champion companies of China, which assumes the home country’s
support (and a possible subordination) even if the owner is not directly the
Chinese state (ten Brink, 2013).

Considering infrastructure, China has been planning and negotiating sev-
eral construction projects in Hungary for at least a decade now: a train con-
nection between downtown Budapest and Budapest airport; a bypass ring
railway around Budapest; and two airports, in Eastern Hungary (Debrecen)
and in Western Hungary (Szombathely), respectively. Yet none of these were
realized (Brinzd, 2020; Matura, 2018). The Budapest-Belgrade railway—a
total section of 350 kilometres of railway between the Hungarian and the
Serbian capital cities—seems to be the first project that will finally be imple-
mented. However, several administrative procedures—including the Euro-
pean Commission’s probing of Hungarian procurement processes—have
delayed the project, which will not be ready before 2023. This is relatively
surprising considering the fact that the Hungarian government was very keen
on the railway project, and that when it signed the construction agreement
in 2014 Prime Minister Orbén called it the most important moment in the
cooperation between the European Union and China (Keszthelyi, 2014). The
railway modernization is indeed important as well as costly, since Hungary
signed a 2.1 billion USD loan agreement with China for this purpose (Ewing,
2020), making it one of the most expensive construction projects in Hungary.
So far it seems that Chinese engineers will be responsible for carrying out
planning, land surveying, and preparatory work, with Chinese contractors
or subcontractors involved in the construction work. The CRE consortium
responsible for the design and the reconstruction of the railway consists of
three companies, two of them being companies founded for this purpose by
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the Chinese in Hungary, and the other one being the holding company Opus
Global, controlled by an associate of Prime Minister Orbdn (Than-Kémives,
2020).

Exploring the Evolution and Rationale of Engagement on
Both Sides

In 2000, the Chinese government initiated its ‘Going global’ policy aimed at
encouraging domestic companies to become globally competitive. It intro-
duced new policies to encourage firms to engage in overseas activities in
specific industries, particularly in relation to trade. In 2001 this was inte-
grated and formalized under the 10th Five-Year Plan, which also echoed the
importance of ‘going global’ (Buckley et. al., 2007). This policy shift was
part of the continuing reform and liberalization of the Chinese economy;,
and also reflected the Chinese government’s desire to create internationally
competitive and well-known companies and brands.

As China’s economic growth has been slowing since 2010, the economy
is facing new challenges and its economic strategy is transforming. New
challenges require new answers, particularly regarding the fact that China
has chosen not to stimulate its economy by turning inwards, but by opting
for diplomacy, trade, and investment to broaden China’s sphere of interest
and business opportunities. In this way, it can promote economic relations,
people-to-people links, and political influence, whilst strengthening the legit-
imacy of the ruling party and Xi Jinping (ten Brink, 2013). Thus, the focus
on new directions, referred to as the already mentioned Belt and Road Initia-
tive, is the result of domestic politics, geopolitics, and historical and economic
rationales.

When the CEE countries became members of the European Union, China
developed an interest in strengthening ties with them. Xi Jinping’s 2009 vice-
presidential tour to Europe signalled a real shift in the Chinese leadership’s
attitude towards the Central and Eastern European region and marked the
beginning of a new stage in bilateral relations (Szunomadr, 2018). Xi made
an extended tour of Europe, visiting Belgium, Germany, Bulgaria, Romania,
and Hungary (and spent more days in Budapest than anywhere else). The
tour was framed as a visit to consolidate and develop economic cooperation
between China and these five countries, but Xi’s visit to CEE was more about
China’s evolving ‘going out’ investment strategy.

Beijing sees Central and Eastern Europe not only as one of its new fron-
tiers for export expansion, but also as a strategic entry point for the wider
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European market. Although the majority of EU member Central and Eastern
European countries ‘offer’ the same economic and institutional characteris-
tics and attracting factors—such as institutional stability, a qualified labour
force that is cheaper compared to Western Europe, proximity to more affluent
European markets, access to European/global value chains, etc. —Hungary is
regarded as occupying a more prominent place in the (fictitious) ranking by
the Chinese government than its geopolitical position would indicate. Con-
sequently, the rationale behind China choosing Hungary as a host or hub for
several projects and investments is not just economic or geographical, but
also political.

In fact, Hungary is a country open to many types of cooperation, taking
every opportunity to promote bilateral relations with Beijing, while its gov-
ernment supports China over many sensitive issues, such as lifting the arms
embargo or granting market economy status. Hungary was the first European
country to sign a memorandum of understanding with China on promoting
the BRI. In 2016, Hungary (and Greece) prevented the EU from backing a
court ruling against China’s expansive territorial claims in the South China
Sea, while in 2018 Hungary’s ambassador to the EU was alone in not sign-
ing a report criticizing Chinas BRI for benefitting Chinese companies and
Chinese interests. At the end of 2019, in the middle of the Huawei scandal,
the Hungarian government even announced that Huawei is building a 5G
network in Hungary. After the COVID-19 outbreak in 2020, Hungary was
the loudest in Europe to praise Chinese support in supplying medical equip-
ment (testing kits and medical masks) to European countries, while other
EU countries had concerns about (and rejected to buy) these as many of the
products tested were below standard or defective. Similarly, Hungary was the
first in approving the Chinese Shinopharm (as well as the Russian Sputnik V)
vaccine to speed up vaccination in the country. In response to criticism and
mistrust from the Hungarian society, the government went even further and
published a rather controversial table to prove that the ‘Eastern’ vaccines are
far better than the “Western’ ones (Vaski, 2021).

In CEE as compared to Western Europe, there are fewer political expecta-
tions and economic complaints (or rather these are expressed more quietly)
concerning China than in Western Europe. Hungary is a frontrunner in this
regard, as governments never met government-level diplomatic delegations
from Taiwan or Tibet, and anti-China protests are not allowed either. In
addition, the critical approach does not characterize the Hungarian media
(Bajomi-Ldzar, 2013): its independence from the government is limited, thus
the media discourse on China seems to be one-sided as it focuses overwhelm-
ingly on economic data and developments, while topics like political values,
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human rights, minorities, or democracy are almost completely missing from
the agenda (Turcsanyi et al., 2019). Turcsanyi et al. (2019) believe that a pro-
ductive and useful discourse on China and on bilateral relations has never
evolved in Hungary, and that the public sentiment is mostly influenced by a
handful of agenda-setters, who are mostly politicians (from the government’s
side) and not experts on the matter.

China’s relationships are deepening with countries such as Serbia, Greece,
and Italy, and—as described above—Hungary has proved to be a true friend
and supporter of China too. This might explain why China preferred this
location instead of other countries in the CEE region from the very begin-
ning of its presence there. But what makes Hungary so deeply engaged with
China? As in the case of China, the answer is typically not of an economic
nature anymore.

Economic interests in building relations with China used to be important
for Hungary when the first prime ministerial visit took place after forty-four
years, in 2003. As mentioned above, this period was characterized by modest
prosperity in Hungary: the economy was able to show dynamic growth in
the early 2000s, a growth advantage of 2% over the EU average. This period
allowed the Hungarian government to look outside the Euro-Atlantic sphere
in the hope of gaining economic benefits. Political alliance-building was not
on the agenda since relations with the EU (and the US) were progressing, free
of tensions and full of opportunities.

Conditions gradually began to change from 2006 onwards, as a result of the
indebtedness of the 2000s and the forced but poorly structured fiscal adjust-
ment before the global economic and financial crisis of 2008 (Andor, 2009).
As Hungary is a very open economy, the global economic crisis had an enor-
mously deep effect, further aggravated by the W-shaped recession caused by
the European debt crisis. Between 2006 and 2012, Hungary’s growth was on
average 3.3% slower per year than the regional average (Portfolio, 2018).

The Fidesz party, led by Viktor Orban, began its current string of victories
in 2010 as a result of the Hungarian society’s disillusionment with the socialist
government and the effects of the crisis that were still painful in Hungary at
that time (Bir6-Nagy, 2018). Rogers (2019: 101) characterizes the post-2010
Hungarian system as a ‘resurgent political agency with an increased capacity
to determine economic outcomes and subsequently the trajectory of Hun-
garian economic development’ Indeed, soon after coming into power, Prime
Minister Orban declared that the country’s foreign policy would be taking a
new direction. This was the already mentioned Eastern opening policy. Bei-
jing and Moscow quickly rose to prominence, and relations began to evolve
into an ever-closer partnership, hallmarked by high-level visits on a yearly
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basis, joint statements, and Memoranda of Understanding (Karaskova et al.,
2020). Various politically induced foreign capital dimensions have emerged
in the past decade (Rogers 2019), originating from non-European, mainly
Russian and Chinese actors, further complicated by the lack of transparency.

This process—that is, Hungary’s turning towards the East—however, was
not really justified by economic benefits in the decade that has passed since
then. Hungary is still highly dependent on both trade and investment rela-
tions with developed, mainly EU-member states, while China represents a
minor (although increasing) share. As far as trade or investment statistics are
concerned, Hungary is also far from being among the most important part-
ners for China. Trade relations remain relatively low and unbalanced, leading
to increased trade deficit. Chinese FDI is also modest, representing less than
3% of total FDI stock in Hungary, concentrated in a few sectors, typically in
manufacturing. The one and only infrastructure project so far, the Budapest-
Belgrade railway, will be built from a record-high loan, while the benefits on
the Hungarian side are often questioned.

As detailed above, economic benefits have been minor in the past decade
compared to the enthusiasm of the Hungarian government for building fur-
ther relations with China. Other countries in the region, such as Poland or
Czechia, have already become disappointed or even suspicious about engage-
ment with China, but Hungary continues to insist on the importance of the
relationship. Consequently, economic rationale is not the major motivating
factor, while the political rationale is more prevalent. Although there may
not be a causal relation, a clear link can be found between Hungary’s illiberal
rationalism and the growing Chinese footprint in the Central and Eastern
European country (Rogers 2019, 2020; Turcsanyi et al., 2019). Illiberal ten-
dencies in Hungary are certainly not stemming from the development of
Hungarian-Chinese relations, while Chinese economic presence is growing
in countries with more liberal political regimes, too—but the two tendencies
seem to be mutually reinforcing each other.

Since there are no clear indications that Chinese initiatives such as the
Budapest-Belgrade railway project would bring future economic benefits to
Hungary, the reason for the country being more open to Chinese initiatives
is perhaps that this fits well into the logic of illiberalism both in domestic
as well as foreign politics. Domestically, announcements via the Hungar-
ian government-backed media about the flourishing Chinese-Hungarian
relations—such as the ‘Chinese’ railway or China giving a helping hand dur-
ing the COVID-19 pandemic with masks and vaccinations—provide positive
legitimation for Orbdn’s politics. And on the foreign policy front, Hun-
gary may expect that this ‘alliance’ could serve as a backup—a bargaining
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chip—when Budapest and the ruling Hungarian political elite has tensions
with Brussels (and it does, relatively often) over various issues ranging from
the rule of law to media independence, or when trying to silence critics
amongst academics and non-governmental organizations.

Hungary indeed wants strong partners outside the EU because Orban sees
the EU as being in decline and not meeting its targets. He explained this at
a conference in 2017, saying that ‘Brussels became addicted to a utopia ...
that is called a supranational Europe), while there are independent nations
in Europe, with their own politics, intention, and will (Orban, 2017). He
added that in order to be successful, Europe needs new types of coopera-
tion, where, for example, China must be treated with respect. Hungary—as
he interpreted—is a front-runner in this regard, since this nation is ‘of Eastern
origin into whom Christianity has been grafted, that allows a special angle,
so as we understand everything that is happening in China’ (Orbén, 2017).

The above-mentioned developments may also embolden Hungary’s illib-
eral turn by serving as a reference for the government to show that Hungary
is not dependent on the EU. Although that is not the case—Hungary depends
substantially on investments from developed countries, especially from EU
member states, and has also received significant EU funding—the govern-
ment can use these cases of Chinese investments to support its foreign
economic policy both domestically and internationally.

Conclusion

This chapter has investigated China’s growing presence in Hungary by eval-
uating the economic relationship between the two countries, with specific
focus on the importance of the political rationale, while showing that the
economic rationale is not always prevalent. Since 2010, Chinese-Hungarian
(economic) relations seem to be driven by political rationale, since the
lack of (major) economic benefits doesn’t seem to dissuade Hungarian
decision-makers from pursuing them, while the political commitment has
become more visible and stronger in the past decade, both domestically and
internationally.

This chapter shows that the enhanced cooperation between China and
Hungary is quite a new phenomenon, but not an unexpected one. As many
chapters of this volume suggest, the transformation of the global econ-
omy and the restructuring of China’s economy are responsible for growing
Chinese interest in the developed world, including the European Union.
Hungary represents a dynamic, largely developed, less saturated economy,
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a new frontier for export expansion, a new entry point for Europe, and
a cheap but qualified labour force. This adds up to fewer political or
national security concerns and economic complaints compared to other
European countries. At the same time, Hungary has become more open
to Chinese business opportunities, too, especially after the global eco-
nomic and financial crisis, with the intention of decreasing its economic
dependency on Western (European) markets. Disappointment coming from
the slower-than-expected catching-up processes to Western Europe also
resulted in the country’s turning towards the East, which has been fur-
ther reinforced by populistic tendencies in the past decade. Be it a new
investment of a Chinese automotive company, the Shanghai-based Fudan
university opening a campus in Budapest, or the arrival of half a million
vaccines from China, the Hungarian government as well as the government-
backed media is praising the results achieved, commending the deepening
ties, and also adding that the relations are of particular importance for
Hungary.

While China often emphasizes that it offers a friendly partnership and a
win-win cooperation with European countries, the growing Chinese pres-
ence in Europe is increasingly contested. Chinese investments into strategic
sectors and infrastructure developments are perceived to threaten the com-
petitiveness, strength, security, and unity of Europe, both economically and
politically. Yet it is difficult to respond without a common European stance
on China. And by ‘dangling the spectre of China as an alternative partner’
(Tucker, 2019), Hungary definitely makes it difficult to achieve a common
European position. Since China is looking for allies in Europe, particularly
within the EU, to promote its agenda, it engages with countries—EU member
states or EU candidate countries (see Crawford, this volume)—with which it
is able to find shared interests or a common ground. Hungary, which started
an illiberal turn two decades after its democratic transition, is therefore an
ideal springboard for the emerging East Asian power. However, in order to
delve deeper into the root causes of such ‘maverick’ behaviour of Hungary,
future research may investigate why some countries in Europe’s periphery
turn to China (for example Hungary), while others (for example Czechia,
Poland, etc.) do not.
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China’s Normative Influence in Europe

The Case of Sino-Italian Relations under the Belt
and Road Initiative

Filippo Boni

Introduction

China’s rise has been one of the most consequential developments of the past
twenty years.! The announcement of the Belt and Road Initiative (BRI) in
2013, with the promise to create a New Silk Road from China to Europe
through massive infrastructure investment, has accelerated China’s ascen-
dance to the world stage, and it has expanded its economic and political
footprint globally. Starting from the Global South, and moving progressively
towards Europe and more developed economies, Beijing’s inroads into the
political, economic, and social fabric of partner countries have garnered the
attention of academics, journalists, and government officials concerned with
understanding the motives and impacts of China’s international behaviour.
The main question, to which a burgeoning body of literature has devoted its
attention, is whether China and, more generally, non-Western, rising pow-
ers are undermining and challenging the US-led, Liberal International Order
(LIO) (Bettiza and Lewis, 2020; Economy, 2022; Ikenberry et al., 2018; Lee
et al., 2020; Rolland, 2020).

The literature on China’s relationship with the LIO can be summarized
around three main strands. First, there are those who argue that China is
not going to replace the US as the world’s dominant power. The prominent
Chinese scholar Yan Xuetong, for instance, notes that ‘Beijing has no clear
plan for filling this [the US’] leadership vacuum and shaping new interna-
tional norms from the ground up’ (2019: 40). Similarly, Fareed Zakaria points

! The author would like to thank Indrajit Roy, Jappe Eckhardt, Giles Mohan, and Ran Hu for their
helpful comments on earlier drafts. The chapter has also benefitted from the feedback received at the
workshop ‘The Politics of Chinese Investment in Europe’ at the University of York in 2019, and at the
Political Studies Association annual conference in 2021.
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out that China ‘has not gone to war since 1979. It has not used lethal mil-
itary force abroad since 1988. Nor has it funded or supported proxies or
armed insurgents anywhere in the world since the early 1980s. That record
of non-intervention is unique among the world’s great powers’ (2019).

Opposed to these views, there are scholars and analysts who instead sug-
gest that the BRI is a deliberate attempt by the Chinese Communist Party
(CCP) to build a ‘Sinocentric “community of shared destiny” in Asia’ which
will eventually turn China into a normative power capable of setting the
rules of the game in global governance (Callahan, 2016: 3). Echoing this
more sceptical approach to China’s global outreach, in the ‘Strategic Out-
look’ Joint Communication of 12 March 2019, the European Commission
for the first time termed China a ‘systemic rival’ (EU Commission, 2019: 1).
Along similar lines, the NATO Strategic Concept in 2022 mentioned for
the first time that China’s ‘stated ambitions and coercive policies challenge
our [the Alliance’s] interests, security and values’ (NATO Strategic Concept,
2022). Finally, there is also a third strand in the literature which takes a
middle ground, arguing that China partly integrates and partly challenges
existing rules and norms (De Graaf et al., 2020; Glaser, 2019). The essence
of this strand is perhaps best captured by Lina Benabdallah, who observes
that Beijing’s approach is one that ‘simultaneously supports/integrates the
international order and also changes parts of the order that do not match its
preferences’ (2019: 93).

Situated within these debates, this chapter’s contribution is two-fold: first,
the analysis assesses the extent of China’s normative influence in Europe by
investigating how Chinese narratives on key issues pertaining to the LIO are
entering the Italian political discourse and whether political elites take on
board such narratives. The chapter argues that while Italy’s historic, Western-
orientated strategic posture has not been altered as a result of a deepening
Sino-Italian entente—as shown for instance by Italy’s endorsement of the
G7’s proposal of an alternative to the BRI (Meacci, 2021)—there has been
an uptake among some of the elites (for example, members of parliament,
bureaucrats) of China’s narratives on key issues, including human rights in
Xinjiang and Hong Kong’s democratic status.

Second, the analysis presented here contributes to the burgeoning, yet still
relatively limited, literature assessing the role that populist parties play in
shaping foreign policy while in government (Coticchia and Vignoli, 2020;
Chryssogelos, 2017; Destradi and Plagemann, 2019). In doing so, the anal-
ysis focuses on Italy’s Five Star Movement, as they were the party that won
the 2018 elections and obtained 33% of the seats in Parliament. As such, they
were in a position to steer key government policies, including foreign policy,
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given that the foreign minister was one of the leaders of the movement (until
2022). Despite the party’s relevance waning over time, especially in the post
2021 period, the analysis presented here sheds important light on the role
that populist parties play in relations with China while in government.

The chapter proceeds as follows. The next section outlines the case selec-
tion and the methodology used in the analysis. The third section discusses
the conceptual framework of strategic narratives that is used in this chapter,
by foregrounding the importance of ‘system, ‘identity’, and ‘issue’ narratives.
This section also introduces the main messages that China has been present-
ing to foreign audiences about its rise and on some of the key issues (for
example, Hong Kong and Xinjiang) that are then analysed in the empirical
parts. The fourth section looks at Chinas engagement with Italian politi-
cal elites, with a specific focus on one of Italy’s ruling parties, the Five Star
Movement (M5S). The final section dissects the impact that the 2019 Mem-
orandum of Understanding (MoU) signed by Italy on the BRI had on the
promotion of China’s view on key issues as part of the partnership between
Xinhua and ANSA.

Case Selection and Methodology

Italy is an ideal case study to assess China’s normative influence in Europe
for a number of reasons. First, it became the first G7 country to sign an MoU
with China on the BRI during President Xi Jinping’s visit to the country in
March 2019. Such a move has put Italy under the spotlight and at the centre of
the wider Sino-US global competition. In relation to the MoU, The New York
Times emphatically titled it ‘Ttaly’s Deal with China Signals a Shift as US Influ-
ence Recedes, and the Trump Administration expressed its concerns about
Italy’s decision very vocally, with US Secretary of State Mike Pompeo criti-
cizing China’s ‘debt-trap diplomacy’ (Agence France Press, 2019; Horowitz,
2019). In a similar fashion, the then EU’s budget commissioner, Giinther Oet-
tinger, went as far as to note about the Italy-China deal that ‘a European veto
right, or a requirement of European consent could be worth considering’
(Euractiv, 2019). As such, what happens in Italy can be indicative of wider
trends in EU-China and Sino-US relations alike.

Second, between 2000 and 2021 Italy was the third largest recipient of
Chinese FDI in Europe, after the UK and Germany (Kratz et al., 2022).
In the Italian government’s views, the MoU was aimed at providing Ital-
ian businesses market access to China, in order to increase bilateral trade
between the two countries and boost Italy’s exports to China. As the then
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Italian Prime Minister, Giuseppe Conte, claimed during a speech in Parlia-
ment in 2019, ‘our economic and commercial attention [towards the BRI] is
entirely legitimate and ... in this way we will be able to strengthen our exports
towards a market of gigantic proportion’ (Camera dei Deputati, Resoconto
Stenografico Assemblea n.144, 2019). Italy’s desire to increase its economic
ties with China, coupled with the latter’s attempts at gaining influence in
Europe, represent an ideal convergence of interests to assess the extent to
which growing economic relations translate into normative influence.

To this end, the chapter has collected and analysed, through critical dis-
course analysis, a wealth of new empirical material to assess the impact of the
signing of the MoU on the BRI on two specific areas: the uptakes of Chinese
narratives among Italian elites; and the impact that media partnership agree-
ments have on the way in which key issues are presented to the general public.
To explore elite uptakes of narratives, the chapter has analysed the articles
published between 2013 and 2020 on the official blog of M5S. To investigate
the media partnership, the analysis is based on 219 articles between 2013 and
2020 that were published by Italy’s main independent news agency, Agenzia
Nazionale Stampa Associata (ANSA), which entered into a partnership with
Xinhua as a result of the MoU. This enabled an assessment over time of the
changes, if any, that the MoU has brought about for ANSA’s coverage on key
issues.

Norm Entrepreneurship and Strategic Narratives:
A Conceptual Framework to Understand China’s
Normative Influence

In line with the ‘power as influence’ approach outlined in the introduction to
this volume, this chapter builds on insights from the literature on how rising
powers engage with the norms and values underpinning the international
order as well as engaging with the scholarly works on strategic narratives. In
doing so, it incorporates in the analysis both state as well as previously under-
explored sub-state actors (for example, the media), thereby moving beyond
the theoretical state-centrism present in much of the literature dealing with
China’s normative influence in Europe.

In looking at how rising powers engage with the LIO, Bettiza and Lewis
(2020) have identified four types of contestation that illiberal powers engage
in, namely liberal performance, liberal mimicry, civilizational essential-
ization, and counter-norm entrepreneurship. In this chapter, the analysis
focuses on counter-norm entrepreneurship, namely a form of contestation
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which involves articulating and advancing globally a set of non-liberal
(1) social and political norms and (2) visions of international order. They
argue that the deployment of narratives pertaining to new norms and values
represents an ‘attempt to positively promote a coherent set of “illiberal” ideas,
institutions, and practices worldwide that reflect an ideological alternative to
liberal forms of domestic and international order’ (2020: 11). Along simi-
lar lines, Miskimmon, O’Loughlin, and Roselle have provided a framework
to understand what they have called ‘strategic narratives, defined as ‘means
for political actors to construct a shared meaning of international politics,
and to shape the perceptions, beliefs, and behaviour of domestic and inter-
national actors’ (2014: 1). Strategic narratives are articulated around three
levels: (1) system narratives, looking at the nature and future of the interna-
tional system; (2) identity narratives, about the actor’s identities; and (3) issue
narratives, about topical, contextual problems. Building on these works, and
looking specifically at Russian narratives in France, Oliver Schmitt presents
an analysis of the effectiveness of these narratives, arguing that if a strategic
narrative is successful, ‘it should be possible to observe the gradual transfer
of content of the Chinese strategic narratives within the French political dis-
course’ (2018: 494). This latter point is of particular interest, since it brings
into the analysis a discussion of whether local political elites and publics
buy into these narratives advanced by foreign powers, a theme that will be
assessed in detail in the ensuing parts of the chapter.

Before moving on to the empirical sections, it is important to identify
what are Chinese discourses around domestic and international issues, as
well as what type of image Beijing seeks to portray abroad. This is key,
as the role of discourse and image building in Beijing’s approach to for-
eign policy has become increasingly more important over the years. The
‘Communiqué on the Current State of the Ideological Sphere] issued by the
central party office in April 2013 and known as ‘Document 9, instructed
‘all levels of Party and Government, especially key leaders’ to ‘make work
in the ideological sphere a high priority. The document further specified
that the CCP and its leaders and cadres ‘must persist in correct guidance of
public opinion, insisting that the correct political orientation suffuse every
domain and process in political engagement, form, substance, and technol-
ogy’ (Communiqué on the Current State of the Ideological Sphere, 2013).
Along similar lines, at the Central Conference on Work Relating to Foreign
Affairs in November 2014, Chinese President Xi Jinping noted that China
needed to ‘give a good Chinese narrative, and better communicate China’s
message to the world’ (Ministry of Foreign Affairs of the People’s Republic
of China, 2014). As part of his message at the 19th National Congress of the
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Communist Party of China in October 2017, President Xi Jinping reinforced
this message by noting that one of the priorities was to ‘strengthen the pen-
etration, guidance, influence, and credibility of the media’ (Xinhua, 2017).
As these official pronouncements demonstrate, Beijing’s desire to control
international narratives has become a key component of the country’s public
diplomacy. There are some key themes around which China portrays itself
on the world stage, some of which pertain to the international system and
China’s visions for and role within it, while others are related to key domes-
tic issues. Regarding the former, ‘peaceful rise, ‘community of shared destiny,
and ‘non-interference’ are some of the dominant themes that are primarily
aimed at reassuring other countries that China’s ascent is not a zero-sum
game and that it does not threaten any country or region. On the domestic
front, ‘one country, two systems’ when referring to Hong Kong, the sanctity of
‘sovereignty’ and ‘territorial integrity’, as well as a “Xinjiang model” of manag-
ing ethnic diversity are discourses often put forwards by authorities and state
media.

Engaging Italian Elites

The way in which Chinese narratives are absorbed among elites is particularly
important to investigate, since it provides evidence of how China is progres-
sively relaxing its focus on ‘non-interference’ while simultaneously aiming
to cultivate consent in key states (Zou and Jones, 2020). Among the main
Italian political parties, the M5S has been at the forefront of debates about
its role in promoting closer Sino-Italian ties and in the signing of the MoU
on the BRI. To be sure, under the Democratic Party’s centre-left government
(2013-2018), then Prime Minister Paolo Gentiloni attended the BRI summit
in Beijing in April 2017, and his predecessor from the same party, Matteo
Renzi, had repeatedly expressed an interest in tapping the full potential of
an economic relationship with China (Fatiguso, 2017). However, it is one
thing to eye business opportunities with China, and another to sign an MoU
expressing the will to endorse China’s global ambitions.

Those who were in favour and facilitated the signing of the MoU often pre-
sented an economic rationale behind the decision. Rejecting the controversy
that the signing had created, both with Washington and other European part-
ners, the then undersecretary of state for economic development stated that
the deal was ‘about helping companies do business’ (Reuters, 2019). How-
ever, in the three years after the MoU was signed, the economic benefits of
the partnership were yet to be seen. By looking at official data from the Italian
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Trade Agency, there seems to be a limited impact that the MoU has had on
Italy-China trade exchanges, as demonstrated by a number of indicators.

First, between 2017 and 2022, Italy’s market share in Chinas imports
remained constant at 1.1%. Second, trade balance between the two countries
has not changed in a meaningful way, and Rome was not able to rebalance its
trade relationship with Beijing, which is still tilted in the latter’s favour. While
Italy’s exports went up from 12.96 billion in 2019 to 16.44 billion in 2022, so
have the imports from China, which rose from 31.66 billion in 2019 to 57.50
billion in 2022, with a negative trade deficit at -41 billion in 2022. (Ministero
degli Affari Esteri e della Cooperazione Internazionale, 11 August 2023). If
we expand the picture to investments from China to Italy, we find that apart
from the notable exception of Jetion Solar (China) Co’s deal with Eni SpA, an
Italian firm and one of the major oil companies in the world, to invest about
2.2 billion USD to develop new solar projects, Italy failed to attract many con-
crete projects in the year following the signing of the MoU (Crawford, 2020).
China’s engagement has instead started to yield results in the political sphere,
and specifically in the uptake of Chinese narratives among some of the key
Members of Parliament (MP), bureaucrats, and academics, especially those
close to the M5S.

The penetration of Chinese narratives becomes evident when looking at
the content of the articles published about China (including its culture, poli-
tics, and society) on the website BeppeGrillo.it (now rebranded as ‘Il Blog
delle Stelle’), the blog of Beppe Grillo, the founding father and political
guarantor of the M5S. Here we find examples of both ‘system’ and ‘issue’ nar-
ratives, as well as of the uptake of alternative visions of the LIO by some of the
elites in key countries. In June 2018, only ten days after the self-proclaimed
‘Governo del Cambiamento’ (Government for Change) was sworn in follow-
ing the March 2018 elections, the blog published an article penned by the
then undersecretary of economic development, which was a sort of mani-
festo for the relationship that the new government intended to establish with
China. Interestingly, some passages of the article advocated for learning the
Chinese way of dealing with a number of financial (“Who can help us manage
our debt? It is China’), public security (‘Which is the country where public
security is effective? It is China’), and geopolitical issues alike (‘Which is the
country which is closely aligned with Russia and which can help us rewrite
Asia’s geopolitics? It is China’).> Following this article, between June 2018
and January 2020, there were twelve more articles published on this online

? A similar argument was also made in another article, published in May 2018, which outlined the five
pillars of China’s economic success (Geraci, 2018). The translation of this and the other articles in the
chapter was done by the author.
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platform, all promoting greater cooperation and understanding between Italy
and China. As far as system narratives are concerned, when the US started
directing its criticism at the Italian government’s decision to sign the MoU
on the BRI, one article ironically stated that such a decision had unleashed
the reaction of the ‘little White House, also reporting the words of China’s
Ministry of Foreign Affairs which defined the criticism as ‘absurd’ (Parenti,
2019c¢). In a similar fashion, China’s rise is defined as ‘peaceful, and Beijing
is praised for ‘not judging and for trying to understand before expressing
an opinion and advancing proposals, thereby making a not-so-veiled ref-
erence to the non-interference principle (Parenti, 2019b). In addition, in
another article titled ‘BRI: A New Form of International Relations, the author
praised China’s cooperation with Africa, stating that Beijing’s approach to the
African continent provides ‘evidence of a different cooperation model that
can become a point of reference for the entire world’ (Parenti, 2019a).

Beyond system narratives, another important example is the way in which
the Xinjiang issue has been covered in the blog. In particular, an article
published in September 2019, at the height of reports coming out of Xin-
jiang about the re-education camps for Uighurs, argued that the Italian
government, and Western media by and large, have ‘raised conjectures and
fabrications on Chinese responses to terrorism. The article was the report
of a visit that the author undertook to Xinjiang and whose conclusion was
that internment camps did not exist and that it was just a ‘label” used by the
CNN and the BBC ‘to discredit the Chinese government, presented as one
repressive of minorities. In addition, the article mentioned the words of the
Director of the Historic Institute in Serbia, who reportedly claimed that ‘in
Serbia too we should have adopted these measures [i.e. the ones adopted in
Xinjiang], and we have instead imprisoned radicalised youngsters, thereby
worsening their existential conditions’ (Parenti, 2019d).

In order to assess the elites’ uptake of narratives, it is also important to
see if politicians and organizations ‘walk the talk’ and implement decisions,
or whether they remain silent, on key issues defining a country’s politi-
cal outlook. Developments in Hong Kong during 2019 are a case in point.
Anti-Extradition Bill protests significantly mobilized people in the Special
Administrative Region (SAR) of China and led to a tightening of Beijing’s
control over the territory.” While the Italian government, including members
of the M58, officially expressed concerns about the worrying developments
in Hong Kong, there is evidence that the Chinese narratives on this issue—
primarily focusing on the controversial national security law passed in June

* For an assessment of the developments in Hong Kong, see Tritto and Abdulkadir (2020: 163-183).
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2020—are penetrating among key members of parliament of one of Italy’s
ruling parties.

When asked about the Italian Government’s position on the ongoing Hong
Kong protests during a visit to China to attend the China International
Import Export in Shanghai, the Italian Foreign Minister claimed that ‘Italy
does not interfere in other countries’ affairs, thereby keeping a neutral stance
on the tensions in Hong Kong (ANSA, 2019). On 28 November 2019, Joshua
Wong, one of the main leaders of the Hong Kong protests, was invited to give
a talk, via Skype, at the press conference ‘La posizione di Italia e UE sulle
vicende di Hong Kong’ (Italy’s and the EU’s position on recent developments
in Hong Kong). This event was organized by most of the major political
forces in the Italian parliament, but excluded M5S representatives, and it was
criticized by the Chinese Embassy in Rome with unusually strong words.
According to the press release, the spokesperson of the Chinese mission
argued that it was a ‘serious mistake as well as an irresponsible behaviour’
and stated that they were ‘strongly dissatisfied with it’ (Embassy of the Peo-
ple’s Republic of China in the Republic of Italy, 2019). This statement sparked
reactions by Italian authorities, starting from Italy’s Foreign Minister, Mr Di
Maio, who stated that ‘commercial ties ... cannot undermine the respect for
our institutions, our Parliament and our government’ (Bechis, 2019). In a
similar fashion, the Chair of the Foreign Affairs Committee of the Chamber
of Deputies, a M5S MP, defined China’s remarks as ‘unacceptable’ A few days
later, the same committee unanimously approved a resolution on Hong Kong
which called for a European approach on the issue, and which clinched one of
Italy’s core foreign policy principles, namely the ‘defence of individuals’ lib-
erty and rights; as one of the members of the committee declared on Twitter.
At the time, though, a M5S MP published on the Movement’s blog an article
calling for a radical change in the framing of the resolution on Hong Kong,
as well as for Italy’s non-interference to continue. In his appeal for reconsid-
ering the statement coming from the Italian Parliament, he called for looking
at human rights ‘from the angle of humanity, not that of CNN, and defined
the “West’ and the ‘exporters of democracy’ as exports primarily of ‘chaos,
great conflicts, urban guerrillas and a dramatic worsening of human rights’
(Cabras, 2019), thereby echoing some of the criticism that China often directs
against the US.

The developments discussed in this section are indicative of two trends.
First, claims that Italy is shifting strategically from the US and Europe towards
China are clearly misplaced. As Mr Di Maio claimed in an interview in 2020,
‘Ttaly is in the Euro Atlantic alliance, in NATO and in the European Union,
adding that ‘Italy has always been a country with friendly ties with a lot of
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states in the world, and a bridge between East and West’ (SkyTg24, 2020:
3:20-3:29). There are also a wide range of parties across the left-right polit-
ical spectrum, including the Partito Democratico, Fratelli d’'Italia, Lega, and
+Europa, that have warned of the potential implications of Beijing’s grow-
ing clout in Italy. Second, the analysis presented in this section shows how
Chinese narratives, whether system- or issue-based, were taken on board by
some intellectuals and MPs of one of Italy’s ruling parties between 2018 and
2022. An explanation for this uptake can be found in Olivier Schmitt’s work
looking at why narratives succeed. He argues that ‘the degree to which an
external strategic narrative resonates with local political myths determines
the effectiveness and impact of the strategic narrative’ (2018: 488). The ‘polit-
ical myth’ of anti-Americanism has been one of the core values of the M5S
from the very inception and, in this context, China’s revisionist narratives
have found a fertile ground in a party that already held some of the views
advanced by Beijing.

‘Telling the China Story’: An Assessment
of the ANSA-Xinhua Partnership

Another important, yet under-studied, area of Sino-Italian relations under
the BRI is the media cooperation between the two countries (for exceptions
see Ghiretti and Mariani, 2021; Boni, 2022). The MoU on the BRI signed
in March 2019 included the important content-sharing agreement between
ANSA, Italy’s main independent news agency, and Xinhua, as well as the MoU
between RAI, Italy’s State Television, and China Media Group.* These agree-
ments were part of a wider web of media engagements, including: (1) the
partnership between Italian media company Class Editori, which publishes
a business paper, with Xinhua and China Media Group; and (2) il Sole
24 Ore, Italy’s main business daily newspaper, signing a partnership with
Economic Daily, a Chinese state-sponsored paper (Han and Harth, 2022).
Beyond the Italian case, media cooperation is one of the key areas in which
China has invested in its public diplomacy outreach. In an editorial pub-
lished on 25 November 2019, the Chinese newspaper Global Times stated
that ‘China needs to counter Western public opinion war’ (Global Times,
2019). This article, as well as a few others in the following days, aimed at

* The full texts of both agreements are available at: ‘Firmato accordo di collaborazione ANSA-
Xinhua, ANSA, 23 March 2019, http://www.ansa.it/sito/notizie/politica/2019/03/22/firmato-accordo-di-
collaborazione-ansa-xinhua-_ff9868d9-050d-4747-b0ab-5a7a3fa44206.html; ‘Memorandum di Intesa tra
RAI-Radiotelevisione italiana S.p.a. e China Media Group; http://www.governo.it/sites/governo.it/files/
Intese_istituzionali_Italia-Cina.pdf.
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pushing back against Western reports on Xinjiang, especially in the wake of
the International Consortium of Investigative Journalists (ICIJ)’s release of
leaked documents about detention camps in China’s Westernmost region.
Chinese economic activities, growing political clout, and, by and large, its
going global policy have been accompanied by systematic media efforts that
helped frame BRI-related issues and to present Chinese views to the domes-
tic audiences in the countries where political and economic ties were being
developed. According to a 2018 Reporters Without Borders report, China
has adopted the strategy to present China Watch supplements as ‘reason-
ably enjoyable reads’ which are ‘nonetheless Trojan horses that enable Beijing
to insinuate its propaganda into the living rooms of elites’ (Reporters With-
out Borders, 2018).> The report ended with some fifteen recommendations
for governments to push back and limit China’s growing influence over the
media. However, a study of Chinese media in Africa focusing on Kenya and
South Africa suggested a limited impact of China’s media activities, but noted
that ‘an indirect effect might be occurring: some students, both in Kenya and
South Africa, were receptive toward some of the news values and journalistic
norms that characterize Chinese news reporting in Africa’ (Wassermann and
Morales, 2018). It is therefore important to assess the media strategy deployed
in China’ relations with Italy.

To this end, the analysis focused on the media coverage on ANSA’s website
of the Xinjiang issue between 1 October 2013 to 31 January 2020. Xinjiang
has been selected in order to ensure methodological rigour, as it is suitable to
be analysed over time, given that it has been a regular staple in discussions
and allegations, especially from the US and the West, about alleged abuses of
Uighurs for a long time. For this reason, it is possible to gauge the variations,
if any, that the partnership between ANSA and Xinhua has brought about.
The search was performed using the search engine on ANSA’s website. The
keyword inserted was ‘Xinjiang, and the search returned 260 articles overall.

Figure 4.1 below presents the types of narratives that are being put for-
wards, drawing on the classification of ‘system; ‘identity; and ‘issue’ narra-
tives that was introduced in the conceptual framework.

The analysis in the ensuing section focuses on the articles (140) that were
published after the MoU was signed. After filtering for articles that were
not relevant, the total number of articles included here is sixty-five; these

* China Watch supplements are four- to eight-page inserts, sponsored by Chinese media outlets (most
notably China Daily), aimed at promoting China’s views on key issues. These supplements have appeared
in The Washington Post, The New York Times, and the Wall Street Journal, as well as in newspapers in the
UK, Spain, and Australia.
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Figure 4.1 Chinese narratives on Xinjiang, as part of the ANSA-Xinhua partnership
Source: Data analysed by the author, from the website ANSA.it

were then coded following the ‘system; ‘identity’, and ‘issue’ classification
introduced in the analytical framework.

Among the pool of articles analysed, eleven articles dealt with system
narratives, namely aimed at promoting China’s vision and the values under-
pinning inter-state relations and how the latter should be approached by
countries. One article titled ‘Common Destiny: How the BRI changes peo-
ple’s lives’ was promoting a documentary on the BRI, while others were more
directly aimed at punishing or rewarding China-focused policies from the
US and other organizations. One article, for instance, said that ‘China has
warned the United States that if they continue having double standards on
anti-terrorism, or if they try to violate the sovereignty and security of other
countries, they will end up swallowing a bitter fruit and their own inter-
ests will be damaged” (Xinhua, 2019a). Along similar lines, another article
titled ‘China condemns the law approved in the US on Xinjiang’ claimed
that the US were ‘launching unfounded allegations against the Chinese gov-
ernment’s policies in the region’ and that the US were therefore ‘seriously
interfering in China’s internal affairs’ (Xinhua, 2019b). While the US were
criticized, countries that complied with China’s non-interference policy were
instead praised. An example of this are the remarks reported about For-
eign Minister Wang Yi's meeting with the Arab League, in which China’s
top diplomat stated that his country ‘appreciated the Arab Leagues’ support
on Xinjiang-related matters, adding that China ‘favourably welcomes Arab
functionaries who would visit Xinjiang to testify the results of China’s efforts
against terrorism and radicalisation’ (Xinhua, 2020).

The bulk (forty-six in total) of the articles analysed contained ‘identity’
narratives, namely those types of messages aimed at promoting an actor’s
identity to international audiences. In particular, the identity that China has
been trying to promote on Xinjiang revolves around a number of themes.
First, Xinjiang is portrayed as a success story in building social housing and
in lifting people out of poverty; in this context, one article stated that 645,000
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people were brought out of poverty in 2019, as a result of the 13th Five-
Year Plan for 2016-2020, also adding that Chinese authorities were aiming
to eradicate absolute poverty in the region. Second, Xinjiang is portrayed as
a key commercial hub as part of the BRI, between China and Europe; while
highlighting a 31.1% increase in Xinjiang’s trade with the world, two articles
mentioned that the bulk of such trade was with countries and regions that
were part of the BRI. A third theme that emerges from the articles analysed
in relation to the identity of Xinjiang is the region’s rich natural resources
alongside the ability to generate energy from renewables, with articles men-
tioning oil exports from Xinjiang to Kazakhstan as well as the completion of a
solar power plant. Finally, Xinjiang is promoted as a tourist destination, with
a rich cultural, natural, and historical heritage.

The third type of narrative is issue narratives, namely those that are aimed
at promoting Chinese views on a given issue—in this case internment camps
and human rights violations in Xinjiang. There are eight articles falling into
this category, and they are rebuttals of the US’s criticism over Xinjiang and of
the New York Times’s reporting on the issue, as well as of the ‘Uyghur Human
Rights Policy Act 2019 passed by the US Congress, which is defined by
one Xinhua article as an act moving ‘unfounded allegations against the Chi-
nese government’s actions in Xinjiang’ and a ‘serious interference’ in China’s
internal affairs.

The empirical evidence presented here demonstrates how China’s vision
on key issues pertaining to some of its core interests are being promoted as
part of the media partnership agreements that come attached with the BRI.
In addition to the content that is presented, it is also important to look at
the frequency with which these articles are posted. By analysing the dataset
used in this chapter, a pattern emerged that for every article that ANSA
independently published on the issue (that is, outside of the partnership
with Xinhua), there were eight from Xinhua promoting China’s narratives,
whether system, identity, or issue, on Xinjiang.

By way of providing an assessment of the content analysed in the dataset
presented above, two points are worth emphasizing. First, the flooding of
Xinhua information on the website did not translate into ANSA reporting less
independently than before on Xinjiang, as there were five items (including
videos and a picture gallery) that mentioned internment camps and human
rights abuses in the region. As such, on this particular aspect the impact of
Chinese narratives has been very limited. The second point, and an area that
it would be important for future research to assess systematically and over
time, is the extent to which the availability of China-backed content has an
impact on the way in which the wider public interprets international issues.
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Conclusions

This chapter was a first attempt at assessing the normative implications of
China’s growing ties with Italy. Here the analysis has focused on two sets
of actors, namely state (that is, the main government party between 2018
and 2022) and sub-state (that is, the media). Against such a backdrop, the
chapter has demonstrated how, as a result of the MoU on the BRI, China’s
core narratives on key international issues have been progressively absorbed
by some of the elites among one of Italy’s ruling parties. At the same time,
the chapter has also shown that claims that Italy’s Euro Atlantic posture was
changing following the MoU were inaccurate. More generally, it is important
to note that the M5S’ openness towards China is not shared by many of the
other parties. When interviewed in May 2020, Emma Bonino, former Ital-
ian Foreign Minister and leader of the ‘Piu Europa’ party, warned that ‘with
regards to China’s ambitions there is a need to be very cautious, including
on Beijing’s investments in critical infrastructures, adding that Italy ‘should
remain strictly anchored to the Western liberal democracies’ (LA7, 2020). In
addition, politicians from both centre-right and centre-left parties have, since
2019, joined the ‘Inter-Parliamentary Alliance on China, an international
cross-party group of legislators working towards reform on how democra-
cies approach China. In order to comprehensively assess how Sino-Italian
relations have evolved in recent years, there is a need for future research to
scrutinize, along the lines traced in this chapter, the full spectrum of political
parties, and whether there was an uptake of Chinese narratives among them.
Similarly, future research should explore the multi-scalar nature of China’s
public diplomacy in Italy, including at the regional and local levels. This
would enable a better appreciation of the full spectrum of bilateral engage-
ments occurring under the aegis of the BRI, and what implications these have
for the Liberal International Order.
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China’s Engagement with Greece under

the BRI

Economics, Politics, and International Imperatives

Dimitrios Stroikos

Introduction

This volume is concerned with the political aspects of Chinese invest-
ments in Europe. The principal question is how far and in what ways
China’s growing economic clout in Europe poses a challenge to the Lib-
eral International Order, with a particular focus on the importance of recent
developments associated with the Belt and Road Initiative (BRI). In this
regard, this chapter considers China-Greece relations as a case that serves
to illustrate China’s increasing engagement with small countries in South-
ern Europe. Greece’s dependence on China largely as a result of Chinese
investments in the port of Piraeus is frequently noted by policymakers, pun-
dits, and the media, rendering Athens a sort of a quintessential example of
how Beijing has ostensibly converted its accumulated economic power into
political influence over Greece as a vulnerable small state, especially as a
consequence of the Eurozone crisis, with implications for the liberal val-
ues and practices that undergird the EU as a political entity and a distinct
liberal order. Therefore, a focus on the case of China’s presence in Greece
is helpful in the broader discussion of the politics of Chinese investments
in Europe.

Building on the conceptual framework set out in the introduction of this
volume that calls for the treatment of power as influence rather than power
as resources, this chapter examines the extent to which China’s influence
has given rise to the formation of new preferences or the consolidation of
existing preferences within Greece and its implications for the Liberal Inter-
national Order. In doing so, this chapter highlights the role of domestic
actors and domestic political considerations. It also suggests that we need
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to take into account the wider systemic context and its impact on the ways in
which Athens attempts to manage Beijing’s influence, which involves moving
beyond an analysis that centres merely on the dyadic relationship. Striking
as the strengthening of Sino-Greek relations has been, this chapter argues
that there are significant constraints on the nature of this bilateral relation-
ship, as well as on the options available to Chinese and Greek policymakers,
that are becoming clearer as a result of international imperatives, such as the
recent shift in the EU’s China policy and the emergence of US-China strategic
rivalry.

To develop this argument, this chapter is organized as follows. The first
section offers an analysis of the factors that led to the strengthening of China-
Greece relations from 2006 to 2016 as a background by stressing the role
of sub-state actors and contingent circumstances that created the precondi-
tions for a remarkable shift in their relationship. Next, it provides a more
extensive consideration of Sino-Greek relations from 2016 to today, con-
sidering the economic and political aspects of their partnership, as well as
the promotion of social and cultural exchanges. The analysis shows that the
period from 2016 to 2019 witnessed increased bilateral interactions not only
in the economic, but also in the foreign policy sphere. But after 2019, there
is a degree of both continuity and change, as the rationale for the bilateral
relationship is increasingly constrained by a range of political and strate-
gic imperatives. Taking stock of the above, the third section provides an
evaluation of China’s influence over Greece. In the last section, the chapter
concludes with reflections on its findings.

Background: A Growing Partnership, 2006-2016

In recent years, both Beijing and Athens have made an attempt to put their
bilateral relationship into high gear. This is largely the result of China’s
booming economy that has made the Asian country an attractive source
of investments in Europe and elsewhere in the world. Even though Athens
established diplomatic relations with Beijing in 1972, interactions remained
surprisingly limited until the mid-2000s. But bilateral ties have gone a long
way since 2006, when the then Greek Prime Minister Kostas Karamanlis paid
a three-day state visit to Beijing that led to the signing of a ‘Comprehensive
Strategic Partnership. High-level political interactions included meeting Chi-
nese President Hu at the Great Hall of People and Cosco’s president, Captain
Wei Jiafu, who would play a key role in the Piraeus deal, as I shall explain
below.
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One of the main reasons for this upgrade of China-Greece relations was
cooperation in the areas of trade and investment, with a particular focus on
ship-building and shipping. In fact, the Comprehensive Strategic Partnership
envisaged that the two sides would facilitate ‘cooperation between the ports
and shipping enterprises’ as well as bring about ‘direct waterway and transit
transportation via each other’s ports to neighbouring countries and regions’
(Ministry of Foreign Affairs of the People’s Republic of China, 2006). The
intended goal at the time was to encourage the establishment of Greece as a
principal gateway that would enable the entry of Chinese products into the
markets of Central and South-Eastern Europe (Skordeli, 2015: 61)

What merits emphasis is that the Comprehensive Strategic Partnership
paved the way towards a steady strengthening of bilateral relations, espe-
cially in the field of maritime transport, which resulted in the concession deal
between the port of Piraeus, Greece’s largest port, and China Overseas Ship-
ping Group Co. (Cosco) during the visit of Chinese President Hu to Athens
in 2008. More specifically, even though there were plans for the privatiza-
tion of the Greek ports, including the Piraeus port, as early as 1999, such
attempts were confronted with domestic pressures, the opposition of trade
unions, and concerns that a public monopoly would merely be replaced by a
private one that could potentially break EU competition rules. Yet, by 2007,
the decision was made that the concession of the Pier 2 and the future Pier
3 of the Piraeus port could proceed through an international tender, while
Pier 1 would remain under the control of the Greek authorities. In 2008, hav-
ing made the higher offer, Cosco won the concession to operate the two of
the port’s piers for a period of thirty-five years. According to the Greek gov-
ernment, the port authority would receive the amount of 4.3 billion euros,
with roughly 123 million euros per year during the thirty-five-year conces-
sion. Another key dimension of the deal was that the Chinese company had
committed to contribute further investments with the goal of expanding the
container capacity of Pier 2 and completing the construction of Pier 3. Still,
it has been estimated that the actual amount is lower than the one that was
formally announced (Psaraftis and Pallis, 2012).

Nevertheless, the point to make here is that different interpretations have
been provided about the rationale for the breakthrough in China-Greece
relations since the mid-2000s. At one level, it is reasonable to assume that as
China’s relative standing in the international system was increasing, so was its
quest to possess strategic assets abroad by utilizing economic diplomacy as a
way to maximize its power (Sklias, Roukanas, and Pistikou, 2012)." At another

! However, according to a recent study, it is still difficult to jump to the conclusion that China’s presence
in Greece is part of a grand strategy (Doga, Lioumpas, and Petropoulos, 2021).
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level, however, the significance of economic interests and the role of sub-state
actors cannot be understated. Indeed, we do know now that Captain Wei was
instrumental in promoting the port deal. Wei’s role as CEO of China’s largest
state-owned shipping company gave him access to the highest echelons of the
Chinese government, allowing him to garner crucial political support to pur-
sue the company’s international agenda. At the same time, Wei was cognizant
that the port of Piraeus presented a unique opportunity to operate a Euro-
pean port of potentially great commercial and strategic value by connecting
the markets of Asia, Africa, and Europe. Consequently, Wei’s involvement
in the port deal was largely driven by organizational and commercial inter-
ests. In reality, it seems unlikely that the port deal and the transformation of
China-Greece relations would have come to much were it not for Wei’s par-
ticipation in key meetings and his personal interest in moving on with the
deal (Ma and Peverelli, 2019). What should be emphasized here is that Wei’s
impact on the port deal is in line with recent studies that demonstrate how
the implementation of BRI projects is driven mainly by SOEs on the basis of
a ‘bottom-up’ process (Yu, 2018).

As far asthe Greek side is concerned, Asteris Huliaras and Sotiris Petropou-
los (2014) show how powerful business interests wedded to the Greek
shipping industry have influenced the Greek government’s decision to pur-
sue closer ties with China. Historically, given that Greece has been one of
the world’s leading shipping powers, with the shipping industry occupying a
central position in the Greek economy, shipowners have significant poten-
tial leverage in the country’s political system. Exerting this sort of influence
is exacerbated by the fact that the foreign policy decision-making process
in Greece is largely shaped by the Prime Minister on the basis of a central-
ized approach that leaves little room for other actors. As Spyros Economides
(2020: 607) observes, ‘foreign policy decision-making is normally very “per-
sonality driven” and more often than not concentrated within the narrow
environment of the prime minister’s officel An important consequence of
this process is that Greek shipowners, as a powerful interest group, usually
gain direct access to prime ministers. This was especially the case regarding
this earlier phase of China-Greece relations under consideration. In partic-
ular, Vassilis Constantakopoulos, founder of the Costamare group that had
business dealings with Cosco, exerted an important influence on Greece’s
engagement with China from the outset. A telling illustration of his influence
is the fact that seven months before Prime Minister Karamanlis paid a visit
to Beijing in 2006, which included meeting with Wei, Constantakopoulos
had held a personal meeting with the Greek Prime Minister. It has also been
suggested that Constantakopoulos was a key factor in promoting the 2008
port deal (Huliaras and Petropoulos, 2014).
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Economic interactions between China and Greece continued unabated
since then. The Eurozone crisis was undoubtedly a major reason for the fur-
thering of bilateral relations. By then, Greece’s economic partnership with
China had assumed more significance, as it was facing a time of great finan-
cial and political turmoil due to the economic crisis. In September 2015,
Greece’s left-wing Syriza government led by Prime Minister Alexis Tsipras,
in coalition with the right-wing Independent Greeks (ANEL), was elected.
Notably, the newly elected government was initially opposed to the possi-
bility of Cosco extending its hold on Piraeus. Yet, under pressure from the
European Union to meet the requirements of Greece’s third bailout in tan-
dem with a remarkable degree of uncertainty about the possibility of Grexit,
the Tsipras government saw China as a potential alternative partner that
could offer valuable and much-needed economic and political support. In
this respect, for some analysts China’s involvement in the Piraeus port can be
seen as contributing to Athens’ effort ‘to balance the European Union’s dom-
inance over Greece’s economy and politics’ (Calinoff and Gordon, 2020: 69).
Similarly, according to Tonchev and Davarinou (2017: 6), Greece appeared
‘to count on political dividends in its tense relations with the international
creditors.

To be sure, Chinese investments in the Piraeus port raised legitimate con-
cerns about the increasingly precarious labour conditions in the port that
were facilitated by successive Greek governments as a result of the harsh aus-
terity measures imposed on Greece (Neilson, 2019). But the pressure placed
on Greece by its EU creditors to open up and privatize the public sector,
along with Beijing’s constructive engagement, meant that the Greek reaction
to Chinese investments in the Piraeus port and elsewhere was largely positive
(Kokoromytis and Chryssogelos, 2021: 194).

Against this backdrop, in April 2016 Greece eventually agreed to sell 51%
of the Piraeus Port Authority (OLP) to Cosco for 280.5 million euros. As part
of the deal, Cosco was also expected to make further investments of up to 300
million euros over the next five years that would lead to the eventual acquisi-
tion of a 67% stake in OLP (Georgiopoulos, 2016). Importantly, acquiring a
controlling stake in the Piraeus port not only provided a good opportunity for
China on financial grounds, but it also dovetailed nicely with Xi Jinping’s BRI
in the context of the Maritime Silk Road. Since 2014, Chinese analysts and
officials have associated the Piraeus port with the so-called China-Europe
Land-Sea Express Line. This aims at connecting a land transportation route
from the Piraeus port to Budapest—via a railway line—to a maritime trans-
portation route from the Chinese costal ports to the Piraeus port. When the
project is completed, it is estimated that the transit time for delivering goods
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from China to central Europe will be reduced by seven to eleven days (Liu,
2016: 64; Xue, 2022: 498).

In this regard, some observers have illustrated the ways in which the strate-
gic significance of the Eastern Mediterranean routes has increased for China,
especially as a consequence of the centrality of the BRI under Xi. Thus,
expanding a firm foothold in the Mediterranean with a majority stake in the
Greek port would help China to reconfigure its position in the region by turn-
ing the Piraeus into a gateway to the EU. Equally, thanks to its proximity to
the Suez Canal, the port has the potential to be transformed into a major hub
in the Eastern Mediterranean (van der Putten, 2016).

Key Developmentsin China-Greece Relations, 2016-2022
The economic aspects of the partnership

The 2016 port deal marked a new period in Sino-Greek relations that was
not only characterized by growing economic interactions, but also by steps
towards further expanding the relationship in terms of foreign policy and cul-
tural exchanges, discussed in some detail later. Economically, the port deal
is considered one of the largest foreign investments ever made in Greece,
hailed as successful by Athens and Beijing. By 2019, the Piraeus port had
turned into the sixth largest container handler in Europe and the top port
in the Mediterranean, ranking as one of the world’s best-connected ports
(Glass, 2019).

What is noteworthy, however, is that the Piraeus port deal also acted as a
sort of ‘anchor investment’ in the sense that it played a role in alluring Chi-
nese follow-up investments in sectors of the Greek economy other than ports
and shipping (Tonchevand Davarinou, 2017: 24). For example, in the energy
sector, the State Grid International Development, a subsidiary of State Grid
Corporation of China, acquired a 24% stake in Greece’s Independent Power
Transmission Operator (IPTO/ADMIE) by investing 320 million euros in
2016. Concurrently, there has been Chinese interest in the field of renewable
energy, exemplified by Shenhua Group’s decision to purchase a 75% stake in
four wind parks developed by the Greek Copelouzos Group in November
2017. With regards to the telecommunications sector, Chinese companies,
including Huawei, the Zhongxing Telecommunication Equipment Corpora-
tion (ZTE), and the Pacific Century CyberWorks (PCCW Global), have been
active in Greece (Tonchev and Davarinou, 2017: 18-19). In the real estate
sector, it should be mentioned that investing in Greek property has been
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encouraged by the introduction of a ‘golden visa’ programme in 2013, which
has attracted roughly 7,800 visa byers generating approximately 2.6 billion
euros, with the Chinese investors making up at least 70% (Seferiadis, 2020).
As far as tourism is concerned, in September 2017 Air China started direct
flights connecting Beijing with Athens, while the number of Chinese tourists
visiting had been in a steady increase before the major disruptive effects of
the pandemic on this sector (Georgakopoulos, 2019; Xinhua, 2023).

But although it is clear that Chinese investments in Greece have increased
in recent years, assessing their precise total volume, not to mention their
impact on the Greek economy in terms of revenues and social benefits, is no
easy task. In fact, there have been varying estimates from different sources.
For example, according to the China Global Investment Tracker (CGIT) of
the American Enterprise Institute, the total volume of Chinese investments in
Greece from 2005 to 2021 is placed at 9.46 billion USD,* while a recent study
from the Rhodium Group and the Mercator Institute for China Studies esti-
mates that Chinese investments from 2000 to 2021 amount to approximately
4.5 billion euros (Kratz et al., 2022). On the other hand, other estimates
place the actual volume of Chinese investments at a lower figure (Tonchev
and Davarinou, 2017: 13-14). In any case, based on Bank of Greece data
from 2011-2021, China (including Hong Kong) has emerged as the sixth top
source of investment activity in Greece, after Switzerland, Cyprus, Germany,
France, and the Netherlands.*

At the same time, the trade relationship between China and Greece has
also strengthened. According to Bank of Greece data, in 2021 China became
Greece’s third most important trade partner with a share of roughly 7.7%, fol-
lowing Germany and Italy, with imports reaching 3,743 billion euros. How-
ever, Greek exports to China amounted to 854 million euros in 2020, with
China listed as the eleventh major destination for Greek exports, showing
that bilateral trade remains unbalanced.’

Notwithstanding this overall direction, some Chinese investment plans
in Greece have not been realized because of rigid bureaucratic procedures,
political instability, and incompatibility with EU competition rules (Tonchev
and Davarinou, 2017: 6). For example, in 2016 Cosco was reported to be
interested in making an offer for the Greek national rail network as part
of a plan to connect the Piraeus port with South-Eastern Europe through

* For a useful discussion of some estimates and the reasons why it is difficult to offer precise assessments
of Chinese investments in Greece, see Tonchev and Davarinou (2017).

* https://www.aei.org/china-global-investment-tracker/.

* https://www.enterprisegreece.gov.gr/en/greece-today/why-greece/foreign-direct-investment.

® https://www.enterprisegreece.gov.gr/en/greece-today/why-greece/trade.
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rail links (Koutantou and Goh, 2016). But eventually the Chinese company
did not participate in the tender. In fact, this trend has been reinforced
since the election of the centre-right government under Prime Minister Kyr-
iakos Mitsotakis in July 2019. In 2020, for example, two Chinese state-owned
enterprises (SOEs) did not reach the final stage of the bid process for the
privatization of the Natural Gas Distribution Networks (DEPA Infrastruc-
ture), while one year later three Chinese SOEs were eased out from the public
tender concerning the sale of a 49% stake in the Hellenic Electricity Distri-
bution Network Operator (HEDNO/DEDDIE). These recent developments
are driven, at least in part, by the gradual recovery of the Greek economy that
has resulted in the country’s ability to attract investment opportunities from
countries other than China (Tonchev, 2022: 103-104). But, in part, these are
indicative of political considerations at a time when the Greek government is
facing pressure from the EU and the United States to adjust its China policy,
as discussed below.

The political aspects of the partnership

One of the most noteworthy features of China-Greece relations has been
the strengthening of the partnership politically since 2016. This was espe-
cially the case from 2016 to 2019, when the Greek government under Prime
Minister Tsipras promoted the deepening of political ties with China that
transformed the context of the bilateral relationship in significant ways, rein-
forcing claims about China’s ability to translate its economic significance into
political influence over smaller European states. As we shall see, such claims
look less plausible now, though China was successful in attaining some polit-
ical gains during this period, at least at the symbolic level (Stroikos, 2022).
Indeed, on few occasions the foreign policy stance of the Greek government
diverged significantly from EU positions on issues pertaining to liberal val-
ues and norms, which was seen as stemming from Athens’ closer partnership
with Beijing.

More specifically, in July 2016 Greece was among a few small European
states that supported the adoption of a softer tone in an EU statement
concerning the ruling of the Permanent Court of Arbitration over China’s
maritime disputes with its Asian neighbours in the South China Sea. China
rejected the ruling of the international tribunal that had repudiated much
of its claims to the South China Sea, but there were disagreements among
EU member states about how to react by reaching a common stance. After
seventy-two hours of negotiations, the issued statement on behalf of the bloc
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stressed the need for maintaining international law and settling disputes
through peaceful means, underscoring the importance of the freedoms of
navigation and overflight in line with the United Nations Convention on
the Law of the Sea (UNCLOS), but it fell short of criticizing China. In a
similar fashion, the following year Greece blocked an EU statement in the
United Nations Human Rights Council (UNHRC) that was intended to crit-
icize human rights abuses in China, making this the first time that the EU
did not issue a statement at the UNHRC (Cumming-Bruce and Sengupta,
2017).

Meanwhile, Beijing and Athens advanced their political ties through
the latter’s participation in China-led multilateral initiatives. In May 2017,
Greece was accepted as a new member of the Asian Infrastructure Investment
Bank (AIIB), a day before the first BRI Forum, a big diplomatic event that
served as a showcase for the Chinese project, attended by Tsipras (Reuters,
2017). One year later, Greece became the first EU member to formally
join the BRI framework (Mo, 2018). Subsequently, in April 2019 Greece
joined the ‘16+1" group of China and Central and Eastern European Coun-
tries (CECC), which was renamed ‘1741, marking another milestone in
China-Greece relations on the diplomatic front.°®

Typifying these increasing interactions, China and Greece maintained
mutual high-level visits between political leaders over the period under con-
sideration. For example, in July 2016, Prime Minister Tsipras paid a five-day
visit to China during which he met with President Xi at the Great Hall of
People in Beijing. Coinciding with the tenth anniversary of the establish-
ment of the comprehensive strategic partnership, Tsipras’ visit provided a
good opportunity for the two leaders to reinstate the priority of implement-
ing the Piraeus port project as the cornerstone of Sino-Greek relations under
the BRI, with Xi stressing that ‘China regards Greece as a strategic partner
in the European Union (EU)” (Ministry of the Foreign Affairs of the People’s
Republic of China, 2016).

It is significant that high-profile visits have continued, even after the elec-
tion of the new Greek government in July 2019. In November 2019, Xi
made a landmark three-day trip to Greece that included visiting the port
of Piraeus with Prime Minister Mitsotakis. During his talks with Mitso-
takis, Xi pointed out that the two sides should focus on turning ‘the Piraeus
Port into a key container transit hub in the Mediterranean region, fully give

¢ The Greek decision, which came soon after the European Commission had described China as a
‘systemic rival’ for the first time, raised eyebrows in Brussels and in large EU member states where the
16+1 mechanism was seen as a vehicle for Beijing to challenge European unity within the bloc (Hopkins
and Hope, 2019).
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play to its role as a sea-rail transportation hub and improve the capacity of
China-Europe Land-Sea Express Line’ (Ministry of the Foreign Affairs of the
People’s Republic of China, 2019). Tellingly enough, Xi’s visit took place just
a week after Mitsotakis had returned from Shanghai, where he had met with
the Chinese President, reflecting the good climate of China-Greece relations
(Prime Minister’s Office, 2019). Apart from Xi, in September 2020 China’s top
diplomat, Yang Jiechi, travelled to Greece, which was followed by a meeting
between China’s State Councillor and Foreign Minister Wang Yi with Mitso-
takis in Athens in October 2021, illustrating the importance that the Chinese
side still ascribes to its partnership with Greece at a time when its rela-
tions with the United States and Europe have deteriorated (Stroikos, 2022:
615-616).

Having said that, politically the picture of Sino-Greek relations is now
mixed, with elements of both continuity and change. On the one hand, for
instance, in October 2021 Cosco raised its stake in the Piraeus Port Authority
to 67%. Then, in February 2022, a trial of activists, who had been arrested in
Greece after briefly disrupting the lighting ceremony of the Olympic flame for
the Beijing 2022 Winter Olympics by unfurling a banner reading ‘No Geno-
cide Games’ and waving a Tibetan flag, was postponed apparently in order
not to upset China in the run-up to the Games (Smith, 2022). On the other
hand, there are signs that the Greek side attempts to keep some distance from
Beijing under pressure from the United States and its European allies, which
also has an impact on the economic dimension of the partnership. As we
have seen, this is evident in the fact that some Chinese SOEs have been grad-
ually eased out of important public bids. Similarly, in 2020 the largest Greek
mobile network operator selected the Swedish Ericsson for its 5G network
over Huawei. In the foreign policy realm, Greece has aligned with the EU
sanctions over human rights abuses in China, while it did not proceed with
hosting the gathering of the 17+1 cooperative framework in 2022 (Stroikos,
2022: 618).

Cultural and social aspects

In addition to economic and political cooperation, China-Greece relations
have been characterized by increasing cultural and social exchanges. It should
be recognized from the outset that these exchanges are usually underpinned
by the notion that China and Greece are poised to foster a mutually bene-
ficial partnership as the two great ancient civilizations of the East and the
West, a key trope reproduced by both Chinese and Greek elites as well as
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the media.” While it is easy to dismiss this civilizational discourse as mere
rhetoric, the impact of its symbolic significance on facilitating Sino-Greek
relations should not been downplayed. Indeed, it becomes easier to under-
stand the appeal of such a civilizational discourse, at least for the Greek
elites and the public, when we consider the social construction of Greece as
the EU/Eurozone’s ‘financially uncivilised Other’ during the economic cri-
sis that rendered Beijing a valuable non-Western partner willing to support
Athens amid much economic and political uncertainty, as well as diplomatic
isolation (Stroikos, 2022: 614).°

Emblematic of this narrative concerning their shared identity as two great
ancient civilizations has been the Ancient Civilizations Forum (ACF), a joint
initiative developed by China and Greece related to the BRI that led to
the First Ministerial Conference of the ACF, which was held successfully in
Athens in April 2017, with the participation of ministers and high-level offi-
cials from ten countries representing heirs of ancient civilizations: China,
Greece, Egypt, Iran, Iraq, Italy, India, Mexico, Peru, and Bolivia (Bian, 2022:
472).°

The importance of increasing interactions on the cultural and social front
has also been reflected in a series of cultural activities and high-profile
events. Typical of such activities in recent years has been the establishment of
Confucius Institutes in Greek educational institutions, including the Athens
Business Confucius Institute (ABCI) at the Athens University of Economics
and Business (AUEB) and the Confucius Institute at the Aristotle University
of Thessaloniki (AUTH). In terms of high-profile events, these include the
2017 Thessaloniki International Fair, the country’s most significant business
event, with the participation of China as the ‘Country of Honour’ (Stroikos,
2022: 608-609). More recently, Chinese and Greek officials inaugurated the
‘Greece-China Year of Culture and Tourism; which ran from May 2021 until
May 2022 (Xinhua, 2021).

Whatever one thinks about the impact of cultural and social exchanges on
Sino-Greek relations, the Greek public appears to share a favourable image
towards China, at least for now. This becomes clearer when compared with
the views of other European countries. For example, a 2021 Pew Research
Center survey revealed that Greece was the only country out of the nine
European countries surveyed where the public held positive views of China,

7 See, for example, Ministry of the Foreign Affairs of the People’s Republic of China (2016); Ministry
of the Foreign Affairs of the People’s Republic of China (2019); Prime Minister’s Office (2019); and Ren
(2019).

® On Greece as the EU/Eurozone’s ‘financially uncivilised Other’ see Mikelis and Stroikos (2017).

® For a brief but useful overview of the rationale and activities of the ACF, see Bian (2022).
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with 52% favourable and 42% unfavourable. Still, in the same survey, in
Greece 75% of respondents answered that ‘China does not respect the per-
sonal freedoms of its people’ (Silver, Devlin, and Huang, 2021). However,
another Pew Research Center study conducted one year later indicated that
44% of Greeks view China favourably and 50% unfavourably (Silver, Huang,
and Clancy, 2022). Therefore, whether overall favourable opinions can be
sustained in the future remains to be seen.

Evaluating China’s Influence over Greece

Having examined the economic and political dimensions of Sino-Greek rela-
tions as well as the promotion of social and cultural exchanges, this section
now turns to evaluate China’s influence over Greece by building on the con-
ceptual framework set out in the introduction of this volume. Limited space
precludes a recapitulation of the framework discussed in the introductory
chapter but what merits re-emphasizing here is that the principal goal of
the following discussion is to evaluate whether China has been successful
in converting its growing power resources into effective influence by shap-
ing Greece’s preferences or behaviour in a way in which the latter otherwise
would not have done (Goh, 2014, 2016). On this basis, it is useful to con-
centrate on the Piraeus port and Greece’s foreign policy, with a particular
focus on the 2016 EU statement on the China South China and the 2017 EU
statement on human rights discussed earlier and what these can tell us about
China’s impact on Greece’s policy preferences.' This is important, given that
these two instances of normative divergence from European values are usu-
ally seen as a result of China’s growing economic power in Greece and its
ability to translate it into political influence over a smaller European state,
challenging the unity and the interests of the EU and, by extension, the liberal
order.

As far as the acquisition of the port of Piraeus by Cosco is concerned, it is
useful to recognize from the outset that it is a less straightforward case than it
seems. Three aspects of the Piraeus port are worth highlighting. First, despite
the asymmetry of power, Greek shipowners with vested interests in China
played a key part in facilitating the Piraeus port deal, while Greek plans for
the privatization of the port were underway since the late 1990s, as we saw
earlier. Second, although there was a converge of preferences on the Piraeus

' Although Greece continues to engage with the China-CEEC (17+1) mechanism, the future of this
China-led initiative is now uncertain after Lithuania’s withdrawal in 2021, hence, it is not discussed here.
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port from the mid-2000s and onwards, the Eurozone crisis was a turning
point in the sense that the lack of support from its European partners com-
bined with political turmoil and the harsh measures enforced by the “Troika’
made Greece particularly vulnerable to Chinese pressure. This was espe-
cially evident in 2016, when the Greek government and Cosco agreed on the
67% stake in the port. Under such circumstances, Greece was in great need
of Chinese investments, which culminated in selling the additional stake at
a significantly lower price (Freymann, 2021: 186)." As already mentioned,
the Greek government was also trying to play the ‘China card’ to counter
European pressure associated with the bailouts and economic reforms.

Third, even the most successful case of Chinese investments in Greece
has been mired in controversy, characterized by resistance at the domes-
tic and local level. More concretely, in 2019, as part of the 2016 port deal,
Cosco announced a new investment plan that included the development of
a shopping mall, hotels, an additional cruise ship terminal, and a new logis-
tics centre, but local authorities have opposed the plan, concerned about the
potential impact on local businesses and the environment. In the same year,
a powerful Greek archaeological council put a halt to the plan when it pro-
posed declaring a large part of the port as area of “archaeological interest’ that
requires protection by objecting to some projects (Stamouli, 2019). Regard-
less of the local and bureaucratic opposition, in 2021 the Greek parliament
approved the sale of the additional 16% stake in the port to Cosco. But things
took a new turn in March 2022, when the Council of State, Greece’s high-
est administrative court, deemed that the plan had disregarded carrying out
an environmental assessment as required by EU and national regulations,
adding further delays to the Chinese investments in the port (Kathimerini,
2022).

As per the foreign policy sphere, it is apparent that Greece’s move to block
the EU from issuing a statement with a direct reference to China in 2016 was
driven by an effort not to antagonize Beijing over what Athens perceived not
to be a vital issue for its core national interests, although it involved some rep-
utational costs for the Greek side." It seems that the same logic was applied to
the decision to block the EU statement on human rights in 2017. However,
there is no evidence to suggest that Greece’s stance on both occasions was
dictated by Beijing. Rather, it is plausible to argue that these two instances

! For a useful account of China’s pressure on Greece during the Eurozone crisis, see Freymann (2021:
167-188).

> From a Greek perspective, however, it was important that the final statement stressed the role of the
UN Convention on the Law of the Sea (UNCLOS), as the then Foreign Minister Kotzias explained after
the issuing of the EU statement (Kotzias, 2016). It should be noted that international law and the UNCLOS
are a key facet of Greece’s foreign policy in its maritime disputes with Turkey.
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can be seen as an effort on the part of Greece to pre-align its preferences with
China. For some observers, these instances of divergence from EU policies
towards China during the Eurozone crisis were an expression of a process
of de-Europeanization of Greek foreign policy steered largely by domestic
political considerations, as the Syriza-led government was utilizing Greece’s
improved relations with China to offset the additional demands of the EU,
while simultaneously appealing to the most radical supporters of its party
(Raimundo, Stavridis, and Tsardanidis, 2021).

Beyond domestic politics, this sort of pre-emptive preference alignment
was in line with the worldview of the then Foreign Minister Nikos Kotzias,
who frequently referred to the need for Greece to adopt a multidimensional
foreign policy that rests on an active engagement with rising powers and
established ones, and not just on its traditional allies. Accordingly, for the for-
eign minister the promotion of human rights should be conducted through
dialogue and not criticism (Tzogopoulos, 2018; 8-9). Echoing this view soon
after Athens’ decision to block the 2017 proposed EU statement on human
rights, a Greek foreign ministry spokesperson noted that ‘Greece’s position is
that unproductive and in many cases, selective criticism against specific coun-
tries does not facilitate the promotion of human rights in these states, nor
the development of their relation with the EU’ (Denyer, 2017). Since then,
it has transpired that the Greek decision in 2017 was made with reference
not only to China, but also Egypt. Thus, this suggests that other factors apart
from China were also at play in shaping Greece’s move to forestall the EU
statement.”

In assessing the extent of China’s influence and its impact on Greece’s
behaviour, it is also essential to go beyond the dyadic partnership and con-
sider the impact of the target state’s interaction with its allies. This is a
particularly relevant consideration in the case of Greece as a member of the
EU and NATO. For example, the Piraeus port deal is frequently evoked by
EU officials as the proverbial wake-up call for better protecting EU’s critical
infrastructure and forming a coordinated and unified EU response to China
(Varvitsioti, 2022). Likewise, the United States has been closely watching the
growing presence of China in Greece. Indeed, the remarkable strengthening
of ties between Washington and Athens over the last years, which involves
US access to additional ports and bases in Greece, can partly be explained
by the overall geopolitical context of Sino-American relations. This process
began under the Tsipras government and has evolved ever since. For Greece,

" Greece’s relations with Egypt have assumed more importance over the last years in part due to inten-
sified tensions with Turkey over natural energy sources in the Eastern Mediterranean. For a useful account
of these developments, see Proedrou (2021).
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the support from traditional allies, such as the United States, France, and the
EU, remains critical amid responding to regional challenges such as Turkey’s
assertiveness under President Recep Tayyip Erdogan and the migrant crisis.
Despite its undoubted economic power and unlike Washington, Beijing sim-
ply lacks the strategic weight in Greece’s neighbourhood associated with the
provision of security goods, at least for now (Stroikos, 2022). As well, there
has been a growing interest among US high-profile companies in investing
in Greece across a wide range of sectors as a result of the closer partnership
between Washington and Athens, which means that China’s role as a source
of investment has diminished (Tonchev and Bentis, 2021: 46).

Therefore, if we want to understand China’s influence over Greece, it is
necessary to take into account the importance of domestic actors and resis-
tance. But this also requires us to move beyond the dyadic partnership by
considering the wider systemic context determining Sino-Greek relations
at a time when Athens is adjusting its China policy as part of an effort to
confront the dilemma of how to reconcile the economic benefits that can
accrue from its partnership with Beijing without endangering the ties with
its traditional allies (Stroikos, 2022). This is an especially important observa-
tion, given that most analyses evaluate China’s economic and political impact
on Greece merely at the dyadic level by neglecting Greece’s broader foreign
policy orientation."

Conclusion

In recent years, there has been a growing debate about China and its ability
to translate its economic power into political influence over smaller pow-
ers. In many ways, as far as Europe is concerned, Greece has emerged as
a quintessential example of how Beijing has been successful in exerting
political influence over smaller countries as a result of its economic power
and investments in strategic sectors, such as ports. Typifying such claims,
most analysts have paid attention to the Chinese investments in the Piraeus
port and their impact on Greece’s foreign policy, especially with regards to
instances of divergence from EU norms and policies that suggest a challenge
to the unity of the EU and the Liberal International Order. Yet, less attention
has been paid to the constrains on China’s influence on Greece due to the
fact that influence is usually conflated with material power and resources.

' For a few exceptions, see Economy (2022); Brattberg et al. (2021); and Stroikos (2022).
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This chapter has shown that a focus on treating power as influence rather
than power as resources has the merits of revealing a more mixed and evolv-
ing picture of China’s influence over Greece. Although it is clear that China
has emerged as a significant partner of Greece in economic terms, it was
able to achieve limited political gains at the symbolic level when Athens was
more vulnerable and susceptible to Chinese pressure during the Eurozone
crisis. In evaluating China’s exercise of influence over Greece, this chapter
has also suggested that it is necessary to highlight the constraints China faces
in terms of its ability to attain its goals, which involves paying attention to
the ways in which Beijing’s policies and activities trigger local and domes-
tic resistance, exemplified by recent developments concerning the Piraeus
port. This also entails considering the agency of the small target state and
how China’s growing clout elicits responses from other great powers, as we
have seen. In this respect, the exercise of China’s influence in Greece is entan-
gled in and affected by domestic actors with conflicting interests, such as
certain Greek shipowners and local communities, contingent factors and spe-
cific decision-makers, such as the Eurozone crisis and the agency of Foreign
Minister Kotzias, domestic political considerations, and the wider strategic
context within which Greece operates that informs national interest calcu-
lations and the role of other great powers. Consequently, such an analysis is
more pertinent in light of changes in the EU’s China policy and the unfolding
US-China strategic rivalry.
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Between Normative Influence
and Securitization Dynamic

China’s Engagement in the Visegrad Group

Matgorzata Jakimow

Introduction

China’s engagement in Central and Eastern Europe (CEE) in the last decade,
both economic and political, has been unprecedented. This engagement was
perhaps most boldly signified by the formation of the 16+1 (later relabelled as
17+1 and 14+1) platform in 2012 to facilitate the implementation of China’s
flagship Belt and Road Initiative (BRI). China’s entry was welcomed for
its promise of economic investments, especially for those economies in the
region which looked for extra-EU sources of investments due to the 2008
global financial crisis. However, despite the proclaimed ‘no political strings
attached’ rhetoric, the BRI investments came with less or more direct polit-
ical, and, in consequence, normative influences: from the rise of Chinese
advisers’ influence in local politics, to adoption of China-promoted lan-
guage and behaviours within the diplomatic conduct, to the rise of pro-China
narratives among the prominent politicians in the region. The normative
convergence between the nationalistic, populist, and illiberal trends and the
values represented by the so-called China model can also be noted. However,
this tide started to shift visibly in 2018, when some CEE countries started
to approach Chinas presence in the CEE region with growing scepticism
and suspicion. From failed Chinese infrastructure projects to the controversy
over the influence of Huawei 5G technology on national security, to mixed
responses to Chinas COVID-19 ‘mask diplomacy’, China’s European ‘enter
the dragon’ moment has been stalled by a growing resistance at both the EU
and CEE regional level.

Focusing on the Visegrad Four (V4) group of states (Czechia, Hungary,
Poland, and Slovakia), this chapter seeks to capture these changing trends
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and unpack the nexus between normative and securitization dynamic in
the region. To what extent are we facing normative convergence between
China and the regional illiberal trends? Do Chinese investments result in
China’s normative influence in the region? What is the impact of the chang-
ing approach to China as a ‘security threat’ in the region on China’ ability to
wield normative power? This chapter will analyse the impact of the changing
securitization dynamic around Chinese investments in the region on China’s
ability to exert normative influence in the V4 states. To this end, the chapter is
not concerned with the soft power influence which is often measured by the
spread of Confucius Institutes, China-friendly think tanks or the promotion
of Chinese culture via the media, but rather with the ways in which political
elites bend accepted norms, or, indeed, adopt new ones, as a result of China’s
political influence exerted through its economic prowess.

Although China-V4 states relations and the attending possibility of nor-
mative influence remain deeply embedded in the ‘state-society complexes’
(see the introduction to this volume), this paper focuses specifically on polit-
ical elites as the target actors of such influence for two interlinked reasons.
First, there has been a long-standing disconnect between the political elites
and popular approaches to China in the V4 countries. According to the recent
survey conducted by the Sinophone project, the voters of the ruling parties in
V4 countries all hold negative views of China (Turcsanyi et al., 2020: 11), and
this trend has been largely unchanged throughout the 2010s, despite heavy
Chinese investments into improving its image in the region (Song, 2013: 12).
However, the negative image of China among the voters has not impacted the
ruling elites’ preferences towards ever-closer engagement with China over
most of the last decade. This disconnect indicates that while the assessment
of China’s ability to influence the wider public opinion as opposed to the
political elites in these countries is important, it merits a separate study. Sec-
ond, there is a clear preference towards high-level political (or other elite)
channels in the conduct of China-V4 countries international relations, with
limited role given to the grassroots social exchanges. While the role of non-
state actors, particularly the media, in spreading Chinese influence in the
region is important,' political elites are the primary actors who shape norma-
tive outlooks and the resultant policy preferences of the country, deserving
a focused study of how normative influence might be exerted upon them
specifically.

The first section of this chapter highlights the current discussions on
the relationship between China’s normative power and securitization and

! See, for instance, many publications of the Mapinfluence project. Available at: https://mapinfluence.
eu/en/our-projects/.
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formulates the study’s theoretical framework. The second section highlights
the tendency towards China-friendly and even China-admiring narrative
among the V4 states in the initial ‘honeymoon’ phase of China’s engagement
in the region (in years 2012-2017), spurred by the enthusiastic perception of
China’s potential investments, and accompanied by the desecuritization of
China’s image in the region. The third section presents how, with the growing
disappointment over the BRI’s unfulfilled promises, and the accompanying
international securitization of China since 2018, some countries within the
region have adopted a more China-sceptic, if not outright securitized view,
with the pro-Chinese voices becoming less dominant. However, this section
shows that this shift, particularly visible in Poland and Czechia, has not been
universal across the region, with Hungary remaining on a strong pro-China
course and Slovakia maintaining careful diversification politics. The fourth
section highlights how the contrasting trends between China’s securitiza-
tion and desecuritization within the V4 countries came into stark conflict
under the COVID-19 emergency. In the early stages of the emergency, China
succeeded in projecting a positive image of its governance model and engage-
ment in the region. Those states which embarked on securitization pathways
have faced a conflict of interest in the face of shortages of medical equipment
and the need to rely on China for the supplies, with normative consequences.
However, with the fading of COVID-19 reliance on China, it becomes more
apparent that the underlying security concerns in the region largely limit the
ability of China to exert long-term political and normative influence.

Theorizing Normative Influence of Chinese Investments

The potential for China to exert normative influence globally through its
economic and other soft power tools has attracted much scholarly attention
in the past years, and various concepts have been coined to describe it.
The concepts of soft power (Callahan, 2015; Nye, 1990), normative power
(Kavalski, 2013; Kerr, 2015), sharp power (NED, 2017), and symbolic power
(Vangeli, 2018) are but a few which have been used so far to describe the var-
ious elements of this impact. In this chapter I mainly rely on two interlinked
concepts from this toolkit: normative power and normative influence.
‘Normative power’ was first defined by Ian Manner with reference to the
Normative Power Europe (NPE) model, and it depicts the ability of an actor
to determine what passes as ““normal” in international relations’ through
‘power of ideas and norms’ (Manners, 2002: 239, 253). Against clearly defined
European values spread by NPE, which are democracy, liberty, human rights,
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rule of law, anti-discrimination, social solidarity, sustainable development,
and good governance (Manners, 2002: 243), the exact norms which are sup-
posed to be diffused by China have been more elusive. Officially, China
rejects the idea of norm-spreading, insisting on the Five Principles of Peaceful
Co-existence” as the foundation of its international conduct. These five prin-
ciples are: ‘mutual respect for sovereignty and territorial integrity’, ‘mutual
non-aggression, ‘non-interference in each other’s internal affairs, ‘equality
and mutual benefit, and ‘peaceful coexistence’ (Ministry of Foreign Affairs
of the PRC, 2014). However, these principles are certainly normative and
tend to overlap with those professed by the EU (it can hardly be imag-
ined that the EU would not share the norms of ‘peaceful coexistence’ or
‘mutual non-aggression, since its very creation was built on the idea of
future war-prevention and peace). Therefore, despite its official declarations
of norm-neutrality, China diffuses the norms embedded in the Five Princi-
ples, and, arguably, others, which are less explicitly verbalized. Indeed, most
scholars see China’s normative impact not as exerted through the official
rhetoric, which claims that China has no interest in spreading its norms, but
rather in the kind of ‘new normal” that China builds in international rela-
tions (Bryant and Chou, 2016; Kavalski, 2013; Nathan, 2015; Vangeli, 2018).
Some scholars point to the ‘incidental’ spread of Chinese norms and values,
as the result of the unintended consequences of its investments (Jones, 2020),
diffused by ‘the power of example’ rather than by direct promotion of its gov-
ernance model (Bryant and Chou 2016; Nathan, 2015). Others point to the
production of new modes of interactions, behaviour, thinking, and language
in international relations: China sets new language which establishes what
is permissible (Goh, 2014; Vangeli, 2018), and it creates new institutional
tools that define power asymmetries between itself and other countries (Goh,
2016; Jakébowski, 2018). Finally, China’s attractiveness relies on its unique
approach to IR as ‘relational, rather than ‘rules-based;, which reshapes the
rules of international diplomatic conduct (Kavalski 2013: 254; Kavalski and
Cho, 2018; Qin, 2016).

An important set of norms, spread by both sides, which do not figure in
the official definition of NPE proposed by Manners or in the Chinese legal
documents, relate to how both actors approach the established Liberal Inter-
national Order (LIO). This non-verbalization of the respective approaches
to political economy as norms is somehow puzzling, as the disputes over the
rules governing the international economic order between the two powers

? Herewith referred to as ‘Five Principles.
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are long-standing and contentious, and fundamental to the idea of norma-
tive power shift, as the articles in this volume attest. Some of these norms
relate to global competition over the governance of finance (Peng and Tok,
2016), while others boil down to the contention over what constitutes the
permissible extent of a state’s intervention in the economy, and which, in the
case of EU and China, has long been known as a dispute over China’s market
economy status (MES). In this respect, China seeks to exert normative pres-
sure on countries it interacts with, seeking for them to align with its interests:
Hungary is an example of an EU country which has long lobbied for granting
China an MES status as a consequence of Chinese engagement in the country
(see Wu, 2016).

Other norms, which spin out of the ‘non-interference in domestic affairs’
principle, include the ‘regime-type-neutral’ definition of human rights, which
while being heavily emphasized in diplomatic relations and supported by
Chinas propaganda machine (Nathan, 2015) is not portrayed as norm-
diffusion at all, but rather as norms-neutrality. The proponents of the ‘sharp
power’ concept argue that these are examples of how China has been diffus-
ing norms internationally in recent years. They argue that China’s strategy
centres on ‘manipulation and distraction’ and involves ‘suppression of polit-
ical pluralism and free expression” abroad (Walker and Ludwig, 2017: 10),
making China’s norms-diffusion obscured, if not insidious.

Whereas the above studies discuss how China projects its normative
power, it is equally important to assert the extent to which such projec-
tions actually translate into tangible normative influence, that is, the extent
to which the target recipient of norms-transfer actually adopts the norms. In
this article, I follow the multidimensional understanding of normative influ-
ence (or impact) presented by Dandashly and Noutcheva (2022: 422), where
normative influence is not simply understood as norm acceptance or rejec-
tion, but also as modification, which is particularly common among the cases
presented in the article. Modification means that in between accepting or
refusing Chinese norms in the V4 region, there is a large variation of how
these norms are modified and moulded to suit domestic interests of govern-
ments and other actors within the state. Also, as the above discussions on soft,
normative, sharp, and symbolic power reveal, China’s normative influence
can be seen as either intentional (for example, sharp power) or uninten-
tional (for example, symbolic power). This chapter adopts the ‘agnostic’
approach to the intentionality of China’s normative influence (see Roy and
Hu’s introduction to this volume), by revealing the extent to which normative
influence can be unintended or even misrepresented by the recipient political
elites.
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In order to shed some further light on China’s ability to exert normative
influence, this chapter pays particular attention to instances of securitiza-
tion and desecuritization of China as important variables in such a process.
Following the seminal study of the Copenhagen School of critical security
studies (CSS) (Buzan et al., 1998), ‘securitization’ is understood as instances
of framing an issue as an ‘existential threat, requiring emergency measures,
and therefore ‘as special kind of politics or as above politics’ (Buzan et al.,
1998: 23, 24), while ‘desecuritization’ is seen as returning the objects to ‘the
ordinary public sphere; and has been predominantly viewed in a positive
light (Buzan et al., 1998: 4, 29). However, ‘resecuritization’ of a previously
desecuritized actor is seen by some as always inevitable (Floyd, 2015: 137),
making desecuritization itself impossible in a long term (Behnke, 2006: 65).
However, what has been largely missing from the literature, and is rele-
vant for the cases discussed in this chapter, is the lack of adequate attention
to the political and normative implications of securitization and desecu-
ritization (Aradau, 2004; Floyd, 2015; Hansen, 2012: 527-528), including
how they might facilitate normative influence. The CSS literature on China,
similarly, focuses on investigating the ways in which China engages in ‘dese-
curitization, that is, how it presents itself as non-threatening (Biba, 2014;
Danner, 2014; Vuori, 2018: 127), rather than on the impact of securitization
or desecuritization on norms-diffusion.

However, it is important to more closely assess the relationship between
the two processes. Desecuritization can exert normative impact because it
changes the target audience’s perception of an actor in line with this actor’s
soft power projections, and therefore should not be seen as a ‘neutral’ or apo-
litical process (Jakiméw, 2019). For instance, China presents its economic
investments in V4 in desecuritized language such as ‘win-win’ and ‘politically
neutral, denying any normative influence of such engagement. However, the
very act of presenting the investments in an apolitical and norm-neutral man-
ner (desecuritization) is meant to soften Chinas image, presenting it as an
unthreatening state—therefore it is a tool of its soft power strategy. The new
non-threatening image opens the space to accept the norms China promotes,
such as ‘regime-neutral definition of human rights; or the recognition of
China’s MES. In this article, I delve into the process of both the desecuri-
tization and resecuritization of China and how these processes influence its
investments in the region and the ability to exert normative influence. As the
region which relatively recently engaged with China, and which in the span
of the last decade has gone through phases of de-/resecuritization of China,
the V4 group provides relevant context for the discussion of the relationship
between such trends and the possibility of China’s normative influence. In
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the light of the growing discussion of democratic backsliding and the growth
of authoritarian regimes, for which V4 appears to be a particularly relevant
battleground, the study of China’s engagement in this region can shed light
on the extent to which China’s normative influence can withstand cycles of
resecuritization.

The Extent of China’s Normative Influence
in the ‘Honeymoon’ Phase (2012-2017)

China’s engagement with the V4 region entered a new phase in 2012 with
the formation of the 16(17)+1 platform, which led to intensification of both
region-wide and bilateral relations with China. At the time, spurred by the
promise of economic investments via the BRI, the political elites in the region
engaged in intensive political relations with Chinese officials and, as a result,
opened doors to Chinese companies. However, to what extent did this eco-
nomically motivated political opening result in China’s normative influence?
And how does China’s possible normative influence relate to the already
present ‘illiberal’ transformation in the region? Is the ‘normative conver-
gence’ between China’s and some V4 countries’ models of governance merely
accidental? In order to establish the relationship between these overlapping
processes, it is necessary to first analyse the extent and nature of China’s
normative influence in the region.

One way in which such political opening to China can translate into
normative influence can be observed in the phenomenon of personal
relationship-building between V4 main political figures and Chinese high
officials. Polish president Andrzej Duda, Czech president Milo§ Zeman, and
Hungarian Prime Minister Victor Orban are but a few such highest-ranking
politicians who have been key figures in securing China’s investment projects
in the region, promoting closer ties with China and participating actively
in desecuritizing China (Jakimow, 2019). Their personal engagement with
Chinese elite politicians, particularly Xi Jinping, has been noted to abide
by the Chinese logic of ‘relationships before rules’ in international relations
(Kavalski and Cho, 2018; Kowalski, 2020), creating an important normative
divergence from the way international relations had been handled by the V4
states in the past.

The Chinese investments, which were enabled by such ‘relational” engage-
ment, have resulted in various further forms of Chinese political influence
in the region, in particular the rise of Chinese advisors to local politicians,
as well as the intermingling of V4 countries’ political circles with Chinese
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business circles. This phenomenon is signified perhaps most prominently by
the case of Ye Jianming, the CCP member and the now defamed former CEO
of CEFC China Energy, a Chinese private energy company now overtaken
by a Chinese state-owned enterprise (SOE), CITIC. Before his detention in
China on bribery charges in 2018, Ye had been hovering in high circles of the
Chinese political elite, and became an economic advisor of President Zeman
in 2015 (Debiec and Jakobowski, 2018). Their relationship was largely seen
as opaque and beyond the scrutiny of taxpayers, once again highlighting
the growing normative impact of Chinese-style networking. CEFC’s prac-
tices of grooming the China-friendly political elite in Czechia illustrate how
Chinese political/business elites exert political influence in the region. For
instance, Jaroslav Tvrdik, a former defence minister, an advisor to former
Prime Minister Bohuslav Sobotka, and a long-term China lobbyist, became
the head of the CEFC European division, a favour which further allowed
for Chinese interests to be represented among the Czech political elite. Such
opaque intermingling between the Czech-Chinese political and business cir-
cles, as seen in the examples of Tvrdik and Ye, has resulted in ‘repurposing of
[democratic] state institutions’ to serve the interest of personal relationships
between political and business elites so that ‘they no longer can fully perform
their intended functions’ (Hadla, 2020: 8). These relationships are, therefore,
yet another example of how political-economic engagement can translate
into normative influence on the transparency and democratic accountability
of politicians in the region.

Another set of examples of how the political opening to China in the ‘hon-
eymoon’ phase resulted in normative impact can be observed in China’s
influence on the shaping of foreign policy choices of the V4 states. This
pertains in particular to the issue of so-called Chinese core interest (hexin
liyi), encapsulated in the principle of ‘non-interference in countries’ domes-
tic affairs’ In practice, China acts on this principle by exerting diplomatic
and economic pressure on other states to retreat from any political rela-
tions with Taiwan, and to refrain from criticizing China’s domestic policies
towards Tibet and Xinjiang. Since 2012, a trend of adopting China-promoted
language and conduct in this respect has become prominent among the V4
political elites, as discussed below. This, in turn, has resulted in subverting
the established EU norms on human rights and multilateral commitments.

For instance, the reversal of the long-standing criticism of the human rights
record in China, paired with the retreat from the EU-wide approach in this
regard, is visible in Poland, Czechia, and Hungary. In Poland, an example of
this drift can be found in the case of the 2016 Polish former Foreign Affairs
vice-minister Jan Parys’s speech given during the Asia-Pacific Day in front

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



Between Normative Influence and Securitization Dynamic 129

of some Chinese delegates, criticizing “Western’ states’ insistence on bring-
ing up China’s human rights record (Trybuna, 2016). Similarly, President
Zeman, in an interview for Chinese television (CCTV) given in the same
year, labelled his country’s former critical policy on human rights in China as
submissive ‘to the pressure from the US and EU’. He posited it against his new
policy, which he saw as enabling Czechia to be ‘independent again, and ‘not
intefer[ing] with the internal affairs of any other country’ (Zeman quoted in
CCTYV, 2016). Finally, in the speech given at the 2016 ‘China-CEE Political
Parties Dialogue’ event, Hungarian Prime Minister Orban subsumed criti-
cism of the human rights record in China under a “Western way of thinking)
which ‘expects other regions of the world to embrace its international doc-
trines, while Hungary prefers to take a road of ‘mutual respect’ (Orban, 2016).
Clearly, the major political figures in each of these instances parroted Chi-
nese exact wording of the norms embedded in the ‘Five Principles, which
demonstrates the uptake of Chinese norms by political elites in the region.

China has also exerted direct pressure on the conduct of foreign pol-
icy with regard to what it perceives as its ‘renegade provinces. When in
2016 Slovak President Andrei Kiska met with the Dalai Lama, he was crit-
icized by Slovak Prime Minister Robert Fico, as well as by many non-Slovak
politicians, including Czech president Zeman (§ebok, 2016). This incident
demonstrated the effectiveness of the China-promoted approach to human
rights issues, which relies on the deflection of the potential criticism of
China’s human rights abuses by other states, by expressing official outrage
at the meeting of Tibetan government-in-exile representatives, and therefore
labelling these issues exclusively as ‘internal Chinese affairs; outside of the
legitimate purview of international criticism. Another prominent example of
an attempt to exert this kind of political influence was the 2016 signing of the
Prague-Beijing twin city agreement. Prague was lured by the promise of Chi-
nese investments and agreed to sign the agreement, which, quite unusually,
contained a phrase of ‘“Taiwan being an inalienable part of Chinese terri-
tory’, going even further than the usual ‘One China’ remarks that the Chinese
governments includes in strategic partnership documents at national level
(Kowalski 2020: 15). This unusual politicization of a regular sub-national
agreement illustrates how V4 states became the primary battleground in
China’s struggle to change the European approach to China’s human rights
record and the conduct of cross-strait relations.

As the examples above indicate, China’s political engagement, which
follows in the footsteps of its economic engagement, has pushed for
recalibration of V4 states’ normative outlook. The normative impact of such
engagement is particularly visible in the ability of China to influence the
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change in interstate diplomatic conduct from rule-based to relational inter-
actions. This new relationship-based conduct can lead to the instances of
‘repurposing of democracy’ (Hala, 2020). Paired with the adoption of China-
promoted language, it can also reshape norms around human rights and
multilateralism. As I argued elsewhere (Jakiméw, 2019), while these coun-
tries’ political and normative engagement with China is ultimately pragmatic,
it nevertheless promotes the process of China’s desecuritization in the region,
which aids the adoption of China-promoted language and norms. How-
ever, these trends started to substantially shift in 2018, when the US-China
trade war resulted in the growing securitization of China in the US, which
spilled over into the V4 region. This was accompanied by the growing disap-
pointment over the unfulfilled investment expectation. The following years
revealed with greater clarity the domestic struggles over the role of China and
the political approach to China in some countries of the region.

Resecuritizing China and the Loss of Normative Influence
(2018-2020)

While the pompous overtures between the CEE countries and China might
have dominated the initial relation-building period after the formation of the
16(17)+1 platform, since 2018 the deeply rooted idea of a ‘China threat’ in the
region (see, for instance, Godement et al., 2011) has resurfaced. This resecu-
ritization shift, just like the earlier desecuritization of China, has been the V4
political elites’ response to the domestic and close neighbourhood challenges,
and their own domestic position. Among these, the earlier securitization of
China at the EU level (see Jakiméw, 2019 for more detail), and particularly
the sharp turn to curb Chinese telecommunication companies’ market pres-
ence due to the alleged cyber-security threat they pose, on both European
and US levels, have played an important role. This resecuritization trend is
most visible in the case of the recent Czech and Polish securitization moves
against the Chinese telecommunication giant Huawei, but also in the grow-
ing Czech and Slovak resistance to China’s attempts at political influence,
particularly the attempts to exert leverage over normative choices in foreign
policy. So far, only Hungary has remained on its previous course of complete
acceptance and appraisal of China’s engagement in the CEE.

The purported cyber-espionage, and particularly the Huawei case,
deserves deeper analysis, as it is linked to the politics of the V4 countries
towards their closest neighbourhood and the transatlantic alliance. In the
case of Poland, the salience of the transatlantic alliance has been driven by the
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long-standing security concerns over Russia’s behaviour in the region. China-
perceived threats, such as this of cyber-espionage, have also been growing in
recent years, but Poland has subsumed these under wider strategic interests
vis-a-vis Russia, as the main international threat, and the US, as the main
security guarantor. When a Chinese Huawei executive, Wang Weijing, was
arrested in Warsaw in January 2019 on spying charges, this was quickly inter-
preted as part of the US-led anti-Huawei offensive (Simal¢ik et al., 2019: 40).
Indeed, soon after the 2018 arrest of Huawei executive Meng Wangzhou in
Canada, the Polish Ministry of Foreign Affairs expressed its concerns over
the alleged Chinese cyber-espionage (Ministry of Foreign Affairs of Poland,
2018). This convergence of interests was later confirmed in the September
2019 signing of the US-Poland Joint Declaration on 5G, the move which
has been further institutionalized by the proposed legislative changes, which
make Polish cyber-security law compliant with US’s anti-Huawei strategy
(Kasonta, 2020). All these closely timed events clearly show a strategic align-
ing of Poland’s response to the US’s anti-Huawei offensive. However, while
pragmatically aimed, this revaluation of the Polish approach to China clearly
contains genuine security concerns regarding China itself, which the Polish
Interior Minister Mariusz Kaminski expressed in his December 2019 US Wil-
son Centre address: ‘Poland, like the United States, speaks clearly about the
China threat’ (Kaminski, quoted in Kasonta, 2020).

A similar resecuritization move towards China has been taking place in
Czechia. Here, the US is also regarded as a security guarantor, and therefore
an important power to look up to for support (Fiirst, 2020a: 43). In late 2018,
the Czech National Cyber Security Agency warned against the security threat
of Chinese telecommunication companies Huawei and ZTE, over their legal
obligation to cooperate with Chinese intelligence agencies (Bachulska and
Turcsanyi, 2019). This was followed by the immediate decision of the Czech
government under Prime Minister Andrej Babis to ban Huawei technologies
and develop screening procedures alongside new public information net-
works guidelines. The high-level visits between US and Czechia followed in
early 2019, allegedly propelled by Czechia’s anti-Huawei turn (Fiirst, 2020a).
Under the Babi§’s more China-sceptic government and highly China-critical
media, Czechia was clearly steering away from the wholesale partnership
with China, as had been the case under the Zeman-Sobotka leadership.

However, to what degree has this resecuritization played a role in the weak-
ening of China’s normative influence? This is perhaps more visible in the
case of the Czechia-China spat over the issue of Taiwan, which epitomizes
a growing pushback against what is perceived as a threat of China’s nor-
mative influence. In Czechia this change started with the reversal of the
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Prague-Beijing partnership agreement, when the new Prague mayor, Zdenék
Hrib, insisted on removal of the controversial quote on ‘Taiwan being an
inalienable part of Chinese territory’ from the city partnership document
(Kowalski, 2020: 15). This resulted in Beijing abandoning the partner city
agreement, followed by Prague signing a new one with Taipei. Hfib has also
been pushing a pro-human rights agenda in relation to China, by hosting
Tibetan government-in-exile head Lobsang Sangay, hanging the Tibetan flag
over the City Hall, and officially visiting Taipei (Simal¢ik et al., 2019: 23-24).
This change was soon followed on the national level by the Czech Senate
Speaker Jaroslav Kubera, who in early 2020 announced a trip to Taiwan. In
response, the Chinese embassy in Czechia immediately threatened to take
retaliation measures, which, in turn, resulted in the opposition parties’ sharp
response against China’s interference and Prime Minister Babis’s call for the
replacement of China’s ambassador Zhang Jianmin. While Kubera’s sudden
death interrupted these plans, his replacement, Milos Vystr¢il, did travel to
Taiwan in August 2020, where he delivered the speech on a common expe-
rience of democratization in both countries and called himself ‘a Taiwanese),
paraphrasing John Kennedy’s words pronounced in West Berlin. This, again,
was met with a harsh response from Chinese Foreign Secretary Wang Yi, who
threatened that Vystr¢il ‘will pay a high price for his short-sighted behaviour
and political opportunism’ (Johnson, 2020). The critical response towards
the Chinese ministry’s words, perceived as ‘a threat, was overwhelming in
Czechia and soon supported by Germany, France, and Slovakia (Zachova,
2020). Such reversal back to the traditional pro-democratic and pro-human
rights normative stance in the region is also visible, perhaps on a less vocal
level, in Slovakia, where new president, Zuzanna Caputova, famous for a lib-
eral and pro-human rights agenda, confronted PRC Foreign Secretary Wang
Yi on the issue of human rights in July 2019. These cases illustrate how the
resecuritization trend among both local- and national-level politicians in
Czechia and Slovakia has resulted in the pushback against what is being per-
ceived to be Chinese attempts at exerting normative influence, the attempts
which are themselves framed as a security threat.

ANew Turninthe Tale? COVID-19 and the Future
of China’s Normative Influence

The period since the onset of the COVID-19 pandemic has brought the con-
tradictions between the desecuritization and resecuritization of China to the
fore. At the beginning of the pandemic, in late 2019 and early 2020, China’s
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governance model came under attack in some of the V4 regional media, with
the media pointing towards the complicity of the authoritarian system in
the mishandling of the initial stages of the pandemic and the spread of the
virus outside of China (First, 2020b: 17; Matura, 2020b: 34). However, these
voices were quickly subdued in the face of international competition for the
Personal Protective Equipment (PPE) supplies, which compelled the govern-
ments to continue their overtures towards China. These can be observed in
particular in the period from February 2020 onwards, countering the earlier
resecuritization moves.

In the initial phase of the COVID-19 emergency in Europe, the personal
relationships that earlier played such a crucial role in the facilitation of
Chinas BRI investments were once again invoked to secure mostly com-
mercial deliveries of the PPE, labelled, nevertheless, as ‘aid’ (Seaman, 2020:
8). For instance, Czech President Zeman’s pro-China lobby efforts allowed
Czechia to presumably jump the queue, and, in effect, to secure shipment of
the PPE in early March (iRozhlas, 2020). However, the press was quick to
point out that the ‘deal’ was an opaque arrangement, accompanied by ‘kow-
towing’ to the Chinese shipment of goods which were purchased, and not
even donated (Fiirst, 2020b: 18). In Poland, similarly, the initial response
to the pandemic relied on securing the delivery of equipment from China
via personal connections between presidents Duda and Xi, with simultane-
ous restraint in criticism over China’s responsibility in the evolution of the
pandemic (Szczudlik, 2020: 50-51). President Duda’s sympathy letter to Xi
Jinping, praising the Chinese response to the pandemic, was accompanied
by aid deployments from Poland in February 2020, which resulted in the
ability to secure some shipments back from China in March, via both pri-
vate purchases and donations (Szczudlik, 2020: 50-51). In Slovakia, a similar
dynamic to that observed in Czechia took place: commercial purchases over-
took aid (Turcsdnyi and Simaléik, 2020: 60), and a welcoming party headed
by the outgoing Prime Minister Peter Pellegrini was organized to receive
Chinese transport of the PPE in March 2020. Moreover, the former Prime
Minister Robert Fico and Member of Parliament Lubo$ Blaha emphasized
the importance of praising China for its ‘aid’ and refraining from criticism
(Turcsanyi and Simaléik, 2020: 61). Hungary had been active in sending aid
to China prior to March 2020. In exchange, it received mainly commercially
purchased Chinese equipment. However, these shipments were not clearly
labelled as ‘purchases; and their price was not revealed (Matura, 2020a: 33).
Moreover, the COVID-19 emergency allowed the government to classify the
details of the EU-investigated Belgrade-Budapest railway tender (Matura,
2020a: 34), which deepened the lack of transparency over Hungary’s deals
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with China. Last but not least, as the teleconference regarding the equip-
ment delivery to the 16(17)+1 region took place one week before the one with
the rest of the EU (Seaman, 2020: 7), V4 and other 16(17)+1 countries were
given priority in securing ‘PPE purchase deals, reflecting the ‘gift-bestowing’
approach of Chinese authorities to those who proved loyal to China.

Akin to the cases of the pre-2019 coproduction of China’s desecuriti-
zation narratives by the political elites in the region (Jakimdéw, 2019), the
early months of the European phase of the pandemic saw similar instances of
desecuritization. The kowtowing, the kissing of the Chinese flag (Niewen-
huis, 2020), thanking China in national speeches (Fiirst, 2020b: 19), and
praising China’s response to the pandemic among the V4 and other 16(17)+1
countries were quickly echoed in China’s press and boosted its image-
building in the region (see Sebok and Kardskovd, 2020: 10). The language
adopted by the V4 political elites was not accidental either: by portraying
China-purchased equipment as ‘aid; the political elites in the region sub-
scribed once again to the China-promoted narrative, this time on ‘mask
diplomacy’, helping to boost its desecuritization efforts. The nearly uncritical
embrace of China-promoted narratives and conduct, including ‘kowtowing’
and the adoption of Chinese propaganda around the COVID-19 pandemic
and ‘mask diplomacy; has translated into a strengthening of Chinese norma-
tive influence. This normative impact should be understood, again, not as the
wholehearted adoption of authoritarianism or the ‘China model, but rather
as the subscription to China-promoted relational forms of international rela-
tions (in order to secure the PPE shipments), as well as the undermining
of due democratic procedures and mechanisms (the lack of transparency
around the PPE shipments, and the manipulation of the pandemic ‘emer-
gency’ status to further obscure the details of Chinese investments in the
region).

Additionally, certain normative convergences between China and the V4
countries can also be noted during the pandemic. In Poland and Hun-
gary, in particular, the ruling parties have pushed for various legislative
initiatives, which either undermined normal democratic procedures or intro-
duced socially controversial reforms at the time when social protest was
officially disallowed. In Hungary, rule-by-decree was introduced in March
2020, which extended Orban’s executive power indefinitely. While these spe-
cial powers were curtailed by the parliament later that year, this move created
a dangerous precedence towards potential dictatorial power. As to Poland,
the government sought to hold the national elections and to push through a
highly controversial anti-abortion law in the midst of the pandemic (Euro-
pean Parliament, 2020). Additionally, regional governments boosted their
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national images of ‘saviours’ amidst the COVID-19 pandemic (see Matura,
2020a), by arguing that they dealt more decisively and effectively with the
pandemic than Western Europe, a move eerily mirroring that of the Chinese
domestic propaganda.

However, while the initial regional responses to the COVID-19 pandemic
and to China’s role in it point to the continuation of the trend initiated in the
‘desecuritization’ phase of the relationship with China, after the initial period
of competition for the PPE resources, the security concerns once again visi-
bly came to the fore. In Czechia, critical oppositional voices pointed to the
lack of transparency and the overt commercial character of China’s over-
priced ‘mask diplomacy’ (Valasek, 2020). The opposition also emphasized
the institutional impact of Czech-Chinese state collusion brought about by
the pandemic, Czech over-reliance on Chinese supplies, and the uncritical
embrace of Chinese propaganda by the politicians (Fiirst, 2020b: 18). Ulti-
mately, the Czech Senate passed legislation to move away from reliance on
China towards the EU-based and domestic suppliers for PPE in April 2020,
with Pavel Fischer, the Senate’s Foreign Affairs Commission chair, proclaim-
ing that ‘self-sufficiency in medical supplies is the first step towards country
security’ as the basis for the decision (Pavel Fischer, quoted in Kahn and
Muller, 2020). This shift clearly continues the 2019 resecuritization trend,
this time around health security concerns. Slovakia also followed in Czechia’s
footsteps, led by the new, more China-sceptic government, sworn in March
2020, with many pro-Western politicians emphasizing China’s complicity
in early mismanagement of the pandemic, including the Slovak Minister of
Foreign Affairs who decried the Chinese ‘infodemic’ around the COVID-
19 pandemic (Turcsanyi and Simaléik, 2020: 62). Poland and Hungary have
not witnessed a clear resecuritization of China during the COVID-19 pan-
demic so far, but Poland’s siding with the US over anti-China legislature with
regard to 5G and Huawei clearly stayed the course in this period, despite the
government’s overtures towards China over the PPE shipments.

In summary, the COVID-19 pandemic revealed the ambiguity and fluctu-
ations in the securitization dynamic vis-a-vis China for three countries in the
region: Czechia, Poland, and Slovakia. The normative impact that was facil-
itated via the desecuritization dynamic appears largely erratic. As the later
resecuritization moves indicate, the pro-China stands are pragmatic and tem-
porary, and the stretching of rules around democratic institutions paired with
the adoption of ‘relational’ conduct in international relations, which can be
associated with China’s influence, might not have a lasting effect. Hungary
might prove an exception here, as its response to China has been on a steady
course of desecuritization and normative convergence and, so far, it has not
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yet been unnerved by the resecuritization trend. China’s normative impact is
also not the same as normative convergence in terms of authoritarian tenden-
cies, which increased during the pandemic in the cases of both Poland and
Hungary, but which does not appear to be a direct result of relations with
China.

Conclusion: Between Securitization Dynamic
and China’s Normative Influence

Exploring the relationship between the de/resecuritization of China and its
normative influence among the V4 countries provides an important facet
to understand China’s ability to exert normative influence. The cases dis-
cussed in this article indicate that a unified, region-wide trend cannot be
ascertained, as the study of each country reveals different national strate-
gies vis-a-vis China’s engagement. However, some general trends are still
worth noting. Overall, the desecuritization of China’s economic and political
engagement in the region has led to the adoption of some China-promoted
norms, such as relational’ conduct in international relations, a change in the
outlook on human rights issues, and the re-emphasis of the ‘sovereignty over
multilateralism’ principle in foreign policy. The reverse also appears true: the
normative influence of China seems to falter when V4 states are faced with
security concerns over Chinese engagement in the region, and in the case of
Czechia and Slovakia, the resecuritization of China has led to the reversal in
such normative influence. In the case of Poland, concerns over cyber-security
did take precedence over good relations with China, putting limitations on
the adoption of China-promoted language, image, and, in effect, norms. In
Hungary, which has continued on the desecuritization trajectory, normative
influence has not faltered, with Orban’s rhetoric remaining strongly support-
ive of China-desired narratives of itself and the normative consequences that
it brings. These subtle yet clear trends point to the limits of China’s normative
impact, closely tied to its ability to shape desecuritization narratives of itself.

While the normative convergence between the illiberal trends in the region
and the China model can also be noted, there is no sufficient evidence to
ascertain that this trend is directly influenced by China’s normative influence.
Indeed, the resecuritization dynamic observed since 2018, though briefly
interrupted by the COVID-19 crisis, points to a certain ambiguity in the
relationship between China’s ability to exert normative influence and the
normative convergence between V4 countries and China. Not all the coun-
tries in the region follow the normative convergence trend. While Hungary
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and Poland clearly deepened their illiberal turn during the COVID-19 pan-
demic, the same cannot be said about Czechia and Slovakia, which both saw a
rise of more liberal-minded and Sino-sceptic politicians in this period. This
divergence within the region perhaps points to the limited role that China
plays in dictating or even shaping these trends. At the same time, the illib-
eral trends remained apparent in the cases of Poland and Hungary, with
both countries simultaneously choosing a different approach towards China:
one of securitization, the other of desecuritization. This shows that China-
promoted norms are adopted selectively and modified if necessary to meet
domestic interests. These findings also suggest that the normative conver-
gence between illiberal regional trends and China-promoted norms is hardly
aresult of China’s intentional norm-transfer, but rather part of a wider global
shift, equally signified by Donald Trump’s period in office and the rise of
populism and right-wing politics in Europe.
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China’s Economic Diplomacy

in the Western Balkans
Limited Strategy, Limited Influence

Nicholas Crawford

Introduction

The countries of the Western Balkans—Albania, Bosnia and Herzegovina,
Kosovo, Montenegro, North Macedonia, and Serbia—have longstanding but
chequered relations with China. For decades following the establishment of
the People’s Republic of China, the fate of relations between Beijing and the
Western Balkans was tangled up with ideological divisions within the com-
munist movement—between Josep Broz Tito’s Yugoslavia and Joseph Stalin’s
USSR, and then between Enver Hoxha’s Albania and the USSR of Nikita
Khrushchev and his successors. By the end of the Cold War and of commu-
nism in the Western Balkans, the ties were loose between the Western Balkans
and China.

A new chapter in China’s relations with the Western Balkans began in
2009. That year, Beijing emerged as a prominent supporter of Serbia’s efforts
to block Kosovo's independence, a development that prompted renewed
diplomatic engagement between Beijing and Western Balkan governments,
manifest in a series of commercial and economic deals. Over the following
decade, Chinese policy banks lent more than 6.9 billion USD to the West-
ern Balkans, Chinese engineering and construction companies built power
plants and roads, and various Chinese businesses invested in the region.

China’s re-engagement with the Western Balkans roughly coincided with
Beijing’s establishment in 2011 of a new initiative, the China-Central and
Eastern Europe Cooperation Framework (‘China-CEEC;, also known as the
16+1 or 17+1 according to the number of members at the time). Albania,
Bosnia and Herzegovina, Montenegro, North Macedonia, and Serbia were
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among the initiative’s founding members.' The establishment of the 17+1
led to the announcement of a 10 billion USD credit line for its European
members, and this provided funding for many capital projects in the West-
ern Balkans in the following years. Shortly thereafter, China launched the
Belt and Road Initiative (BRI), which the countries of the Western Balkans
again quickly joined.

Economic diplomacy has been central to both the BRI and 17+1. How-
ever, exactly what Chinas economic diplomacy involves or what China’s
ambitions are for its economic diplomacy in the Western Balkans is con-
tentious. So too is the strategic impact of China’s economic diplomacy in
the region—especially its implications for the Western Balkans’ (rather var-
ied) convergence with the European liberal order. These debates about
China’s economic diplomacy in the Western Balkans are the subject of this
chapter.

For China, economic diplomacy ‘cannot be compartmentalised into sep-
arate economic and political activity or purposes’ (Shuxiu, 2016, p.5). It
‘concerns both the economic dimension of foreign policy and the strategic
dimension of economic policy’ (Heath, 2016, p.160). Its economic activities
may serve political objectives, and its political activities may serve economic
objectives. This is not to say that ‘economic diplomacy’ is all-encompassing.
Firstly, it is concerned primarily with the initiation, cessation, expansion,
reduction, and manipulation of economic relations between states, and only
‘includes diplomacy, military, and any other type of policy, so long as the pol-
icy promotes economic gain’ (Heath, 2016, p.163). Secondly, it only involves
activity undertaken by the Chinese state itself or on its behalf; it does not
include activity by Chinese firms and individuals with no involvement of
the state. (It can, however, be difficult to distinguish between state-directed
initiatives and the private enterprises of Chinese firms and individuals
[Garlick, 2019]).

The first part of this chapter argues that China’s economic diplomacy in the
Western Balkans resembles organized economic opportunism more closely
than the pursuit of a grand economic plan. And its political ambitions for its
economic diplomacy in the region are similarly limited. While China makes
clear the quid pro quo on issues such as Taiwan, it has not attempted to influ-
ence Western Balkan politics now and nor has it established the structural
linkages between China and Balkan states that will give it political influence
in future.

! China has not granted diplomatic recognition to Kosovo, and so the latter is not party to the China-
CEEC.
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The second part of this chapter argues that China’s willingness to lend
to the region has presented Western Balkan governments with an oppor-
tunity to dispense with some of the liberal norms of good governance and
to play China off against other major powers—the European Union and
United States—to wrest concessions from them on their compliance with
those norms. Not all governments in the region have exploited Chinese
economic diplomacy in this way, but some certainly have, with successive
Serbian governments foremost among them.

The chapter examines China’s economic diplomacy throughout the West-
ern Balkans, but focuses especially on Bosnia and Herzegovina, North Mace-
donia, and Serbia—three countries at different stages of progress towards
membership of the European Union, and of varying importance to the
regional economy. The conclusions are based on field research undertaken
with the support of my research assistant, Azra Dizdar, in the three focus
countries, plus a review of varied literature including legal documents and
news media. The field research involved semi-structured (anonymized)
interviews with sixty individuals including politicians, diplomats, and other
civil servants, researchers, and civil society actors from the three countries,
plus diplomats from China, the United States, the United Kingdom, and
Germany, and officials from development banks based in the region.

China’s Strategy for Economic Diplomacy in the Western
Balkans

It has been popular to ascribe grand ambitions to China’s economic diplo-
macy in the Western Balkans—both geo-economic and geopolitical. On the
geo-economic side, Vangeli and Pavlicevi¢, for example, have argued that
the Western Balkans are central to China’s economic plan in Europe. The
region sits astride two prospective trade routes set out in China’s 2015 doc-
ument ‘Vision and Actions on Jointly Building Silk Road Economic Belt and
21st-Century Maritime Silk Road;? and they therefore see the region as crit-
ical to Beijing’s efforts to facilitate the export of Chinese goods to Europe
(Pavlicevi¢, 2014; Vangeli, 2017; Verlare and van der Putten, 2015). More-
over, China allegedly plans to relocate manufacturing bases and establish
industrial parks overseas in order to reduce land and labour costs as part of a
Chinese scheme to ‘advance production capacity cooperation’ The Western

? The two trade routes that may link to the Western Balkans are the China-Central Asia-West Asia
Economic Corridor and the Maritime Silk Road. See National Development and Reform Commission
(2015).
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Balkans are an important venue for that (Vangeli, 2017). And by investing in
the region now, China will enjoy an economic bridgehead into the European
Union in a few years’ time, as the Western Balkans are expected to eventually
join the EU (although the prospects remain distant) (Levitin, Milatovic, and
Sanfey, 2016).

On the geopolitical side, there are widespread fears about Beijing’s inten-
tions in the Western Balkans, with worries that its economic diplomacy in the
region is part of an effort to divide Europe (Pavli¢evi¢, 2018; Vangeli, 2020).
One prominent suspicion is that China seeks to gain an economic foothold
in Europe to give it future influence in European institutions, with the West-
ern Balkans as ‘trojan horses’—an argument made by several scholars (see,
for example, Karaskova et al., 2020; and Pepermans, 2018), but also by lead-
ing policymakers. In 2018, Johannes Hahn, then EU Commissioner for EU
Neighbourhood Policy and Enlargement Negotiations, suggested that China
sought to use infrastructure projects in the Western Balkans for ‘political
sway, and remarked on the danger of Chinese influence over Western Balkan
countries for unanimous decision-making in the EU, once they become
members (Hahn, 2018). Others see China’s economic diplomacy in the West-
ern Balkans as a means to export a ‘China model’ of state capitalism, with the
Western Balkans and Central and Eastern Europe perceived as a susceptible
audience (Benner et al., year; Fukuyama, 2016; Hala, 2018). The advantage
of the Western Balkans is that it is presumably a cheap place to buy influence.

This falls into a category of political influence which Reilly has called
‘structural engagement, involving deliberately building ‘structural linkages’
between China’s economy and European economies to alter the balance of
political interests in Beijing’s favour (Reilly, year). Reilly distinguishes this
from two alternative tactics—specific and diffuse reciprocity, which involve
the use of economic coercion or economic inducements through a clear quid
pro quo.’ Specific reciprocity is a tactic whereby Beijing promises European
governments benefits if they pursue specific preferred policies and threatens
harm if they do not. Diffuse reciprocity involves Beijing promising Euro-
pean government beneficial economic outcomes over time in return for
compromising on Chinese interests in general.

However, China’s economic diplomacy in the Western Balkans resembles
organized economic opportunism more closely than a grand economic or
political plan specific to the Western Balkans. As Kavalski and Mayer (2019)
observe, China is using the tools at its disposal to exploit economic opportu-
nities as they arise. And while China makes clear the quid pro quo on issues

* The terms originate from O Keohane (1984).

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



China’s Economic Diplomacy in the Western Balkans 147

such as Taiwan, it has made little wider attempt either at political influence
now or to establish the structural linkages that will give it political influence
in future.

This is not to say there is no strategy behind China’s economic diplomacy
in the Western Balkans. On the contrary, it is part of China’s wider Belt
and Road Initiative strategy, whereby Beijing supports Chinese businesses
(state-owned and private) to expand overseas, particularly in sectors that are
crucial to China’s industrial strategy. And as China’s industrial strategy has
evolved—with Beijing trying to move its economy up the industrial value
chain—its economic diplomacy has reflected that change (The International
Institute for Strategy Studies, 2022). More broadly, Holslag (2018) describes
China’s strategy as one of ‘offensive mercantilism’—a policy of ‘manipulat-
ing [the] openness’ of other economies in order to gain market share and to
generate profits overseas and transfer them back to China (Holslag contrasts
offensive mercantilism with China’s longstanding policy of defensive mer-
cantilism, involving protectionist measures to prevent wealth from leaving
China.)

According to Holslag, China manipulates European countries’ openness
primarily through four economic tactics, namely offering credit to Euro-
pean governments; supporting (and subsidizing) select Chinese companies
to become national champions that can compete internationally with the
largest firms in the world; developing global transportation and communi-
cations links to facilitate the export of Chinese goods; and working to set the
terms of trade and technical standards for goods and services. In addition,
China uses a variety of political tactics, including currying favour with for-
eign leaders, building support among local interest groups, and persuading
other governments of the economic benefits to them of buying cheaper Chi-
nese goods ‘to prop up the purchasing power of their citizens’ (Holslag, 2018:
page).

In terms of geopolitical influence, Beijing’s ambitions appear to be more
limited to the specific and diffuse reciprocity described by Reilly. In addi-
tion, as Pepermans (2018) argues, soft power plays a part, with economic
relations cultivating a sense of affinity towards China on the part of Euro-
pean countries—either for China as a nation, for China’s strategic influence
in the world, or for China’ political and economic model.

There are good prima facie reasons to think that China is likely to be less
economically and politically ambitious in the Western Balkans. After all, the
region lacks much of the economic appeal of other regions both in Europe
and elsewhere. There are few attractive targets for brownfield investment;
most countries in the region are not rich in natural resources (except coal);
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and, as discussed in more detail below, there are geographic obstacles to
building transport corridors through the Balkans.

Western Balkan countries have little geopolitical influence outside the
Balkan region; they have no agenda-setting influence, and the policies they
pursue have little knock-on effect on other European governments’ policies.
In this regard, Western Balkan states are unlike EU member states such as
Greece, Italy, and Poland, who have a greater degree of influence, particu-
larly by giving license to other governments in Central and Eastern Europe
to follow their lead. Moreover, Western Balkan states are still some way from
membership of the EU and influence within it as ‘trojan horses: In fact, their
membership is far from a foregone conclusion. And already, concerns about
China’s influence on European decision-making are prompting discussions
about a move away from unanimous voting towards majority voting.

At crunch moments, if forced to choose between Europe and China, the
Western Balkans are bound to choose Europe. The EU and its member states
are far more important to Western Balkan countries than China in terms
of foreign direct investment, trade, and official development assistance. The
Western Balkans neighbour the EU and, for those Balkan countries that want
it, European institutions offer a security umbrella which China will not pro-
vide. Beijing likely recognizes the limits of what it can achieve with economic
diplomacy in the Western Balkans.

The reality of China’s economic diplomacy reflects this more modest scope
of Beijing’s geo-economic and geopolitical strategy in the Western Balkans.
Despite talk about transport corridors, these are not the priority. Nor is it a
Chinese priority to establish a manufacturing hub in the region. Rather than
building deep economic linkages with the aim oflong-term influence, China’s
political focus is on shorter-term economic inducements and economic coer-
cion on a limited set of issues relating to China’s core interests. At the 17+1
summit in 2015 (then the 16+1, with Greece yet to join), Premier Li Keqiang
stated, “We can secure funds for the [members of the 16+1] in line with our
needs. As long as the projects use Chinese products and Chinese equipment,
China is ready to secure financial assistance at low cost’ (Tanjug, 2015). This
neatly summarizes China’s prioritization of short-term economic gains for
Chinese businesses and the growth of Chinese national champions.

This is borne out in its economic diplomacy in three ways. Firstly, China’s
economic diplomacy is designed primarily to support the export of Chi-
nese engineering and construction services. Lending for capital projects in
the Western Balkans is conditional on the award of those projects to Chi-
nese companies—sometimes as the result of open tender procedures, but
more often without any such competitive process. Indeed, China encourages
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Western Balkan governments to avoid such competitive processes, and bilat-
eral agreements on projects between Serbia and China, and between North
Macedonia and China, have been used to justify circumventing competi-
tive tender processes. Moreover, the overarching pledge by China to 17+1
members that it would fund 10 billion USD in projects has reinforced
a sense of confidence that China will fund projects agreed with Chinese
companies.

Secondly, China’s economic diplomacy is supporting the growth of China’s
largest (often state-owned) firms. Of the nineteen Chinese capital projects
completed or underway in the region, fourteen are implemented by Chi-
nese companies listed in the Fortune Global 500 and all are with companies
with an annual turnover of more than 4 billion USD (see Table 7.1). This
contradicts one Chinese diplomat’s description of the Western Balkans as
a destination for smaller Chinese companies’ involvement in the Belt and
Road Initiative.* Although Chinese companies do subcontract significant
roles to local contractors, with up to 49% of some projects undertaken by
local firms, the use of local contractors is largely determined by the demands
of the developers. For example, in the case of the construction of Stanari ther-
mal power plant (TPP Stanari) in Bosnia and Herzegovina, the developer
and local stakeholders were concerned about local discontent if Dongfang
Electric were to complete all the work themselves and hire only Chinese
labourers. As a result, local contractors were given a substantial role on the
project, and the contract limited Dongfang Electric to having no more than
350 Chinese workers on site.

Thirdly, Chinese capital projects in the Western Balkans have often come
about only because previous attempts to pursue the projects have failed.
Chinese firms and Chinese policy banks have been indiscriminate in their
choice of projects and have been able to seize on these opportunities.
Since 2010, China has provided 6.7 billion USD in loans to the Western
Balkans, and the largest of these loans have gone to the region’s most ambi-
tious and contentious infrastructure projects: the Serbian sections of the
Belgrade-Budapest railway (1.286 billion USD), the Bar-Boljare highway
in Montenegro (802 million USD), the Kicevo-Ohrid and Miladinovci-Stip
highway in North Macedonia (963 million USD), and coal-fired power
plants in Tuzla, Bosnia-Herzegovina (731 million USD) and Kostolac, Serbia
(608 million USD).

* Author interview with Chinese diplomat, November 2019.

* According to an interviewee involved in the construction of the plant, Dongfang Electric complied
with this until near the end of the construction, at which point they allowed nearly 800 Chinese workers
on site due to the unavailability of appropriately qualified local workers.
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Table 7.1 Chinese companies involved in capital projects in the Western Balkans

Company Fortune Project
Global 5007
China Communications Surcin-Obrenovac Highway
. Yes . .
Construction Company Preljina-Pozega Highway
China Communications Yes Belgrade-Stara Pazova Railway
Construction Company, and China Novi Sad-Subotica Railway
Railways International
China Machinery Engineering Y TPP Kostolac B1 and B2
Company es (Rehabilitation)
TPP Kostolac B3 (Construction)
China Road and Bridge Corp Yes Pupin Bridge
Smokovac-Uvac¢-MatesSevo
Highway
China State Construction Yes Pocitelj-Zvirovici
Engineering Corp
Power Construction Company Yes Heating Pipeline
Obrenovac-Novi Beograd
Power Construction Company (in Yes Belgrade Bypass Section B,
consortium with Azvirt) Ostruznica-Bubanj
Miladinovci-Stip Highway
Sinohydro Yes Kicevo-Ohrid Highway
HPP Ulog
Gezhouba Group, and Guangdong Yes® TPP Tuzla Termoblok VII

Electric Power Design

China Shandong International No Banja Luka-Prijedor Highway
Economic & Technical

Cooperation Group

TPP Stanari

TPP Banovici

Shandong Hi-Speed Group No Obrenovac-Ub and
Lajkovac-Ljig Highways

Dongfang Electric Corporation No

* Gezhouba Group is a subsidiary of China Energy Engineering Corporation, which is listed in the
Fortune 500.

The Western Balkans’ other official lenders (including the European Bank
of Reconstruction and Development, and the European Investment Bank)
have warned against these projects. When the Montenegrin and Macedo-
nian governments discussed their ambitious multi-lane highway projects
with their main European development partners in the early 2010s, they
were told their plans were not economically viable. Likewise, when the
state-owned energy company of the Federation of Bosnia and Herzegovina
decided to replace the aging, high-polluting coal-fired blocks at Tuzla with a
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new supercritical generator, European development banks refused financing
due to rules preventing them from financing coal-fired plants.

In each case, Western Balkan governments have turned to China for fund-
ing, and the China Export-Import Bank has obliged. At least until around
2019, the sole concern has been that these projects present a viable short-term
business opportunity. (More recently, this appears to have changed. In 2019,
China’s Ministry of Finance took on a bigger role in overseeing and scrutiniz-
ing China’s overseas lending, and it has since imposed stricter standards for
both the financial and environmental sustainability of Chinese loan-financed
projects. See International Institute for Strategy Studies [2022]. Moreover,
Beijing pledged at the United Nations General Assembly in 2021 to no longer
fund coal-fired power plants [The Economist, 2021].)

The short-term commercial focus of China’s economic diplomacy has
sometimes been obscured by Chinese announcements and rhetoric about
much grander plans for the Western Balkans, especially for transport cor-
ridors. Most notably, in 2014 Li Keqiang proposed extending the planned
Budapest-Belgrade railway to the port of Piraeus via North Macedonia,
and since then there has been repeated mention in regional, Chinese, and
Western press of the China-Europe Land-Sea Express Line (or ‘Route’)
(Kynge, Beesley, and Byrne, 2017; Novinite, 2014). The proposed line ini-
tially received a cautious welcome from the North Macedonian government
of Nikola Gruevski, with the proposed project requiring major changes to
a railway line that had only recently been renovated (to operate at a lower
speed than in China’s proposed line). In the following years, some customs
cooperation work took place involving China, Hungary, Serbia, and North
Macedonia, but plans for a high-speed railway between Belgrade and Piraeus
via North Macedonia have not progressed, and China did not push the matter
further with Macedonia’s successor government.®

The remaining impetus for the project comes from the Serbian and Greek
governments and from Chinese construction and engineering firms, who
have pressed the Macedonian government on the issue, and not from the
Chinese state (which has not). Tellingly, the China-Europe Land-Sea Express
Route does not appear on any map of the BRI published by the Chinese
government or by Chinese state media to date. Instead, the notion of a
railway connecting Belgrade and Piraeus is promoted by Chinese compa-
nies who see it as a lucrative business opportunity, albeit one that Beijing
would likely finance if the North Macedonian government decided to pursue

¢ Author interviews with an adviser in the Macedonian Prime Minister’s Office and a high-level official
in the Macedonian transport ministry, December 2019.
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it.” The project looks more like a short-term construction and engineering
opportunity for China rather than part of a long-term global connectivity
plan.

Chinese foreign direct investment in the Western Balkans is opportunis-
tic as well. Some Chinese companies have set up manufacturing plants in
the Western Balkans, mostly in Serbia, to supply customers in Europe. The
automotive industry has been a key target, with Chinese firms investing an
estimated 1.3 billion USD in new greenfield projects between 2011 and 2021
(with 994 million USD of that accounted for by Shandong Linglong Tyre’s
investment in Zrenjanin) (Financial Times, year). Other important invest-
ments have included the acquisitions of struggling companies in the steel
and aluminium industries. However, despite some eye-catching investments,
China’s share of foreign direct investment inflows into the Western Balkans
has been small, hardly amounting to a significant transplant or ‘nearshoring’
of Chinese manufacturing activity to Europe (see Figure 7.1). China’s share of
Serbia’s inward FDI picked up in 2020 and 2021, to above 10%, but it remains
to be seen whether this continues.

Serbia is, in some ways, the exception that proves the rule that Beijing
has no particular plan for the Western Balkans beyond economic oppor-
tunism. China’s investments in Serbia are far more extensive than in other

Net FDI inflows from China, share of total FDI inflows
Data from central banks

sesees Albania Bosnia and Herzegovina Montenegro
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= == North Macedonia
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Figure 7.1 Net FDI inflows from China, share of total FDI inflows

7 The government of North Macedonia may eventually be forced to proceed with the railway. Although
it sees limited benefits to the Macedonian economy from the railway, if the railway were instead to
run through Bulgaria it would reduce the freight travelling from Thessaloniki and Piraeus by road
through North Macedonia. Therefore, despite the limited benefits and a potentially high cost for Mace-
donian public finances and the Macedonian economy, the government may eventually feel compelled to
pursue it.
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Western Balkan countries, but it is Belgrade rather than Beijing that has
shaped these economic outcomes, by flinging opening Serbia’s doors to Chi-
nese investors. It has actively pursued Chinese investments in Serbia’s core
industries: the automotive industry, steel, aluminium, and coal. For Belgrade,
building economic ties to China is a way of demonstrating the government’s
independence of the European Union, which plays well with its electorate. It
has also allowed Serbian President Aleksandar Vuci¢ (now and formerly as
Prime Minister) to play the EU and Russia off against China. He has railed
against the EU to fire up his domestic, nationalistic support base, and yet
remained confident that the EU will not stop providing support. Indeed,
Vucic¢ has often exaggerated Serbia’s trade linkages with China for political
purposes. For example, in Serbia, joint patrols between Serbian and Chi-
nese police were introduced, supposedly to help with increasing tourism
from China, and yet Chinese tourism accounted for a mere 1.4% of Serbia’s
tourism receipts in 2018 (a record year at that time) (National Bank of Ser-
bia, year). Insofar as structural linkages exist between Serbia and China, it is
because Belgrade has forged them.

Where China has exercised political influence in the Western Balkans, it
has relied not on these structural linkages, but on the ‘reciprocity’ tools of
short-term economic inducements and economic coercion: the promise of
turther FDI, the promise of future lending for capital projects, the possibil-
ity of suspending ongoing Chinese-financed or Chinese-implemented capital
projects, and the ability to deprive elites that it has recruited of private or
political gain from their relations with China. The significance of these tools
should not be understated. After all, China’s lending allows Western Balkan
governments to pursue projects it would not otherwise be able to pursue,
with huge political capital to be made. However, these tools are declining in
potency over time as Western Balkan states get closer to EU membership and
need to stick closely to EU rules, and once they have actually joined and are
legally bound by them.

Strategic Implications of China’s Economic Diplomacy
in the Western Balkans

Despite the limited geo-economic and geopolitical ambition of China’s eco-
nomic diplomacy in the Western Balkans, the question of its strategic impli-
cations remains open. Fears abound that China’s economic diplomacy has a
countervailing effect on the region’s convergence with the European liberal
order—whether by design or as a side-effect (Benner et al., year; Hala, 2018).
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The liberal order is described by Ikenberry as a ‘general and longstanding
set of ideas, principles and political agendas for organizing and reforming
international order, characterized by five general convictions: support for
openness in trade and exchange; a commitment to rules-based relations,
especially between states; the pursuit of security cooperation between states;
a beliefin the possibility of reforming international society; and a determina-
tion to see states move in a progressive direction towards liberal democracy
(Ikenberry, 2009, 2018). But as Ikenberry observes, the Liberal International
Order varies in scope from one geographical domain to another, with either
a “thin” social purpose, providing, for example, only rudimentary rules and
institutions for limited cooperation and exchange among liberal democra-
cies ... [or] a “thick” social purpose, with a dense set of agreements and
shared commitments aimed at realizing more ambitious goals of cooperation,
integration and shared security’

The European liberal order is the embodiment of a regional order with a
thick social purpose. It has exactly such a dense set of institutions, agree-
ments, and ambitions. This is manifested most clearly in the European
Union—a community based on what Schimmelfennig calls a ‘European and
liberal collective identity’ (Schimmelfennig, 2001, p.59). These norms of the
European liberal community are embodied in the criteria for the European
Union’s enlargement—respect for the rule of law and human rights, con-
formity to the principle of an open-market economy with free competition,
and acceptance of the Acquis Communautaire and Acquis Politique (Schim-
melfennig, 2001). Garton Ash (1998) likewise describes liberal order as the
paradigm which best characterizes Europe, with ‘the EU, NATO, the Council
of Europe, and the Organization for Security and Cooperation in Europe ...
all building blocks of such a liberal order’.

Schimmelfennig outlines the principles of the European liberal order in
two domains—the domestic sphere and the international sphere: ‘In the
domestic sphere, the liberal principles of social and political order—social
pluralism, the rule of law, democratic political participation and represen-
tation, private property, and a market-based economy—are derived from
and justified by the liberal human rights. In the international sphere, the
liberal order is characterized by the democratic peace and multilateralism’
(Schimmelfennig, 2001, p.59.

In the domestic sphere, there have been notable derogations from the
European liberal order in the Western Balkans in connection with Chinese
economic diplomacy. However, the region’s governments have ultimately
been responsible for these decisions to set aside the norms and principles
expected of them as EU membership candidates, rather than Beijing. This can
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be seen in relation to two key liberal norms: having an open-market economy
with free competition, and commitment to the rule of law.

First, Chinese-financed infrastructure projects have usually seen West-
ern Balkan governments dispense with openness and competition in their
procurement procedures. Project financing by China’s policy banks (China
Export-Import Bank [Exim Bank] and China Development Bank [CDB]) is
intended to create opportunities for Chinese contractors, and therefore Chi-
nese officials expect (and require) Western Balkan governments to award
Chinese-financed contracts directly to Chinese firms, without opening up
the procurement to competition. Clearly, this conflicts with the European
liberal norm of an open-market economy with free competition.

There are numerous examples of this in the region. Between 2010 and
2020, Serbia pursued at least eleven infrastructure projects for which it
pre-agreed financing with China and then awarded contracts to Chinese
companies. The combined value of these projects totalled around 4.5 bil-
lion USD. None of them went through open tender procedures. (Among
these projects was the construction of the Budapest-Belgrade high-speed
railway in Hungary and Serbia. The Hungarian government tried, like the
Serbian government, to award construction contracts to Chinese firms with-
out going through an open tender, but the European Commission forced
Hungary, as an EU member state, to cancel contracts and go through the
proper open tender procedure although, ultimately, this made no difference
to who got the contract.) Likewise, in North Macedonia, the Government of
Nikola Gruevski passed a lex specialis to allow for the Miladinovci-Stip and
Kichevo-Ohrid highways to be exempted from normal procurement rules.

This approach is anti-competitive and opaque. In the first place, it excludes
local companies and other non-Chinese companies from the infrastructure
projects, except as subcontractors. Moreover, there is little competition even
among Chinese firms for these projects. For the highway projects in North
Macedonia, the government received a shortlist of just two Chinese firms to
choose between. Significantly, China’s state-owned Assets Supervision and
Administration Commission tries to manage competition even between Chi-
nese state-owned enterprises overseas (Xu, 2015). The lack of competition in
these BRI projects and the opaque negotiation process risk both inflated costs
and grand corruption.

There can be no doubt that China has pushed for this approach to pro-
curement. Under Prime Minister Zoran Zaev, the Macedonian government
ruled out non-competitive all-Chinese procurement processes and advised
Chinese companies that they would have to compete in open tender pro-
cedures in future. Since then, Chinese firms have pressed the Macedonian
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government to revert to closed or negotiated procedures. And other gov-
ernments which previously held open, competitive procurement processes
have caved in to the approach promoted by China. The Montenegrin gov-
ernment, for example, held a competitive tender for the first section of the
Bar-Boljare highway, but for the section second has simply proceeded to
sign a Memorandum of Understanding with the China Road and Bridge
Corporation.

However, governments in the Western Balkans have dispensed with
open and competitive procurement processes for their own reasons too. In
some instances, it is merely a matter of expedience—trying to push ahead
with projects quickly, whether for economic or political reasons. In other
instances, the reasons may be more troubling, and this is where the issue
of compliance with open-market, free competition norms overlaps with the
issue of compliance with the rule of law. The best (but still only partially)
understood example is the process by which the Gruevski government in
North Macedonia awarded contracts to Sinohydro to build the Kicevo-Ohrid
and Miladinovci-Stip highways. Gruevski’s government held a closed tender
with participation from two Chinese firms: Sinohydro and China Water and
Electric Company, although it seems that only the Sinohydro bid was con-
sidered. Recordings of wiretappings resulted in the indictment of Gruevski
and three ministers for allegedly extracting bribes from Sinohydro, which
saw the cost of the contract inflated by around 155 million euros, with costs
of some materials in the contract inflated by around 300% (Vangeli, 2018).
Gruevski was also indicted on several other corruption charges, and only this
case involved a Chinese contractor. (One case was successfully prosecuted—
the others passed North Macedonia’s statute of limitations for prosecution.
See Radio Free Europe, 2018).

Nevertheless, China is, at the very least, facilitating a divergence from the
norms of having an open-market economy with free competition in the West-
ern Balkans. And it appears more likely that China is actively encouraging
that divergence, motivated by its commercial interests.

There have also been concerns about state aid in relation to Chinese
projects in the Western Balkans, but neither of the two cases—both in Bosnia
and Herzegovina—is clear-cut. In the first case, the government of Republika
Srspka (one of the two subnational administrations in Bosnia and Herze-
govina) changed its laws to provide additional guarantees to CDB, which
was financing the construction of Stanari Thermal Power Plant. Specifically,
in 2012, CDB required that in return for lending the necessary funds to
EFT, the concessionaire, to contract Dongfang Electric to build the power
plant, it received the right to ‘step in’ to the rights and obligations of the
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concessionaire should EFT go bankrupt and be unable to repay the loan.
This required a change to the concession law in Republika Srpska, and so
the government amended its legislation accordingly (Center for Investiga-
tive Reporting, 2014; Law on Concessions, 2013). Some politicians and civil
society actors felt that this amounted to the government giving the com-
pany discretionary support, and also that it was a weakening of the country’s
laws at CDB’s behest. However, step-in rights are standard practice,® and so
CDB’s requirement for this legal provision was not unusual. The resulting
amendment to the law was not a clear divergence from European norms of
governance.

In the second case, the Government of the Federation of Bosnia and Herze-
govina (FBiH, the other of the two subnational administrations in Bosnia and
Herzegovina) provided a guarantee for an Exim Bank to the Bosnia state-
owned electricity company Elektroprivreda BiH to fund the construction
of Tuzla Thermal Power Plant Block VII by Gezhouba Group. Civil society
groups submitted a complaint to the European Energy Community (EEC),
which subsequently adjudged that the guarantee breached state aid rules to
which Bosnia and Herzegovina had committed as a party to the Energy Com-
munity Treaty. The EEC’s stated concern was that providing a loan guarantee
artificially reduced the borrowing costs and effectively subsidized the elec-
tricity that would, in future, be produced by Tuzla power plant. A failure
to resolve the dispute led FBiH to press ahead anyway (Energy Community
website, 2019), leading the EEC to demand that the FBiH Government rectify
its non-compliance within two months (Energy Community website, 2020).
However, the Tuzla case was a marginal case of state aid. As a Bosnian politi-
cian involved in negotiations with the EEC said, FBiH could have avoided
the problem simply by being a little ‘smarter’ and negotiating a guarantee for
80% of the loan’s value. Other state borrowers had offered 80% guarantees
and faced no consequences from the EEC. And, he said, this might easily have
satisfied the Chinese lenders. Moreover, even if this was, technically, a dero-
gation from the EEC'’s state aid rules, some European diplomats and Bosnian
stakeholders perceived the EEC’s pursuit of the case as politicized and based
on vested interests in other European electricity exporting countries. And in
Bosnia, officials were convinced that providing the guarantee was a perfectly
acceptable course of action, and involved very little pressure from China.

® The United Nations Commission on International Trade Law, the European Bank of Reconstruction
and Development (EBRD), and the World Bank, for example, advise permitting such step-in rights in con-
cession law, and the EBRD describes step-in rights as ““good standard” bankability provisions in project
financing, without which it will be difficult, if not impossible, to arrange for the financing of a project’ See
EBRD Legal Transitions Team (2018); ‘Law in Transition Online (2012); Pinsent (2011); United Nations
Commission on International Trade Law (2001); and World Bank Group (2020).
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Certainly, there is not enough evidence to attribute the divergence from state
aid rules to China.

In the international sphere, Western Balkan states, except for Serbia, have
not obviously weakened their alignment with European liberal norms. Most
Western Balkan states have remained committed to membership of key
liberal institutions—the European Union and North Atlantic Treaty Orga-
nization (NATO)—and although they have not always adopted the same
critical stances as Brussels or Washington D.C. on liberal issues that would
antagonize Beijing, they have generally remained silent, rather than actively
supporting China. By contrast, in Serbia, there has been a marked change
in the government’s position on liberal institutions through the 2010s, espe-
cially the EU, and it has been more supportive on the international stage of
China’s illiberal policies.

Three episodes illustrate the differences between Serbia and other Western
Balkan governments in the international sphere. The first such episode was
the 2010 award of the Nobel Peace Prize to the Chinese dissident Liu Xiaobo.
Western Balkan governments were faced with a decision on whether to send a
representative to the award ceremony. Eventually, all Western Balkan govern-
ments did so, but in Serbia this was preceded by a debate on the issue within
the Serbian government which was played out in public. At first, then foreign
minister Vuk Jeremi¢ announced that Serbia would not send a representative,
admitting that this decision was ‘not ideal’ but was an effort to preserve Chi-
nese support for Serbia (BBC, 2010). (Shortly before, Beijing had supported
JeremiC’s efforts at the United Nations to prevent international recognition of
Kosovo. Also at that time, the first Chinese loans to Serbia for infrastructure
projects were under negotiation.) However, the President and Prime Minis-
ter, who had not been consulted on the matter, shortly thereafter overturned
JeremicC’s decision and elected instead to send the national ombudsman Sasa
Jankovi¢ (BBC, 2010a).

A second episode took place in 2013-2016. The Philippines brought a case
against China before the Permanent Court of Arbitration in The Hague to
contest China’s claims to certain islands in the South China Sea and to chal-
lenge the legality of Chinese activities in the area. The Philippines’ decision to
refer the case to the Court met with widespread support from Western, liberal
nations. However, China refused to participate in the arbitration and rejected
the Court’s eventual ruling in favour of the Philippines. Albania, Bosnia
and Herzegovina, and Montenegro all supported an EU statement criticizing
China’s actions in the South China Sea (Mogherini, 2016), although Mon-
tenegro later rowed back on its support for the EU statement and criticized
the Philippines’” unilateral referral of the issue to the Court (Government
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of Montenegro, 2016). It appears that Serbia and North Macedonia decided
not to support the EU statement. When the Court ruled in the Philippines’
favour, Western Balkan governments did not make clear public statements
of support or opposition. Serbia simply called for the issue to be resolved by
peaceful means (Government of Serbia, 2016).

A third, more recent episode occurred in 2019 on the issue of China’s
abuse of the human rights of Uighurs in Xinjiang, China. No Western Balkan
state was among the twenty-two states that signed a letter to the United
Nations Human Rights Council (UNHRC) condemning the mass detention
of Uighurs. Instead, Serbia was among the fifty signatories of a counter-letter
to the UNHRC, rejecting Western ‘politicization’ of the issue (Yellinek and
Chen, 2019).

China is not vocal, nor obviously coercive, in influencing Western Balkan
states’ policies, but behind the scenes China ensures that Western Balkan gov-
ernments are aware of China’s position on its so-called core interests, such
as relations between Beijing and Taiwan, the politics of Hong Kong, human
rights in Xinjiang, and Chinese domestic politics more generally. Some senior
Western Balkan officials report, for example, that they are expected by their
Chinese counterparts to restate repeatedly their support for Beijing’s ‘One
China’ policy during meetings and in communications, and that if they do
not do so, they are reminded of the policy. Anything that might be perceived
as interfering in China’s internal affairs is to be avoided.

However, with the exception of Serbia, Western Balkan governments have
become more aligned in recent years with EU foreign policy (Novakovi¢,
Albahari, and Bogosavljevic, 2020). On issues pertaining to China, their
general approach is one of equivocation or silence.

By contrast, Serbia has become progressively more supportive of Beijing.
Serbia itself has benefitted from China’s support on the issue of Kosovo’s
secession, and it was Kosovo's unilateral declaration of independence in
2008 which reignited close relations between China and Serbia, rather than
economic diplomacy. (Chinese lending to Serbia followed thereafter.) In
addition, under President Aleksandar Vuci¢ (and previously, during his
tenure as Prime Minister), Serbia has become more authoritarian,” and just as
the Serbian government rejects foreign criticisms of its own democratic back-
sliding, it opposes criticism of other illiberal governments. And so Serbia’s
alignment with China is largely driven by its domestic politics. Therefore, it
is not only on issues pertaining to China that Serbia derogates from liberal

° Freedom House reports in its annual Nations in Transit report that between 2014 and 2020, Serbia’s
democracy percentage worsened from 56% to 49%. See Damnjanovi¢ (2020), and Savic (2015).
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European foreign policy positions.'® It has also been supportive of Russia in
the wake of its invasion of Ukraine in 2022, for example.

Likewise, Serbia’s interest in joining the European Union has faded. But,
again, this is due to Serbia’s domestic politics—and the politics of President
Alexander Vuci¢—rather than the pull of China. Vuci¢’s changing stance
on the EU reflects a certain political opportunism and a recognition that
an important segment of the Serbian electorate is equivocal about the EU
and has considerable sympathy instead for Russia (National Democratic
Institute, 2018). During his early career to 2008, ascending the ranks of Slo-
bodan Milosevic’s ultranationalist Serbia Radical Party, Vuci¢ was strongly
Eurosceptic. After 2008, as deputy leader of the splinter Serbian Progressive
Party, he softened his position on the EU, only to shift position again in a
2011 interview, stating, ‘People are not jubilant about the European Union
... But they realize we need to go that way and there is nowhere else to go’
(Brunwasser, 2011). In the 2014 General Election, Vuci¢ again adopted a
pro-European stance (Economist Intelligence Unit, 2013), but within months
of his election began to backslide on his more progressive political posi-
tions (The Economist, 2014). And Vuci¢ loudly criticized the EU during
the COVID-19 pandemic over a perceived lack of support for Serbia from
Europe; he declared that ‘European solidarity does not exist. That was a fairy
tale on paper. I have sent a special letter to the only ones who can help, and
that is China’ (Simi¢, 2020).

There is no evidence at all of China seeking deliberately to discourage
Western Balkan countries from pursuing membership of European insti-
tutions. (Russia, by contrast, does do so. See Bechev, 2019; International
Institute for Strategic Studies, 2019). On the contrary, Chinese diplomats
state that Beijing is supportive of the Western Balkans’ EU path, and this is
widely recognized to be the case among political stakeholders in the region.

Conclusion

For all the political attention it has garnered, China’s economic diplomacy
in the Western Balkans is altogether less ambitious and less influential than
is often feared. Beijing has no grand plan to use the Western Balkans either

1 Since 2014, the Belgrade-based International and Security Affairs Centre (ISAC) has undertaken
annual analyses of Serbia’s alignment with the European Union’s foreign policy declarations and measures
which look at the percentage of EU declarations and measure how Serbia and other countries in the EU
neighbourhood align. Whereas Albania and Montenegro align almost completely, and North Macedonia
mostly aligns, Serbia and Bosnia and Herzegovina diverge from the EU on a large proportion of policy
issues. See, most recently, Novakovi¢, Albahari, and Bogosavljevic (2020). Previous reports are available
on ISAC’s website, www.isac-fund.org.
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as a vehicle for political influence in Europe or as a critical cog in China’s
economic machine. Its ambitions are instead limited to a form of economic
opportunism and the ad hoc use of trade and investment deals as a political
carrot.

Given the uncertainties of Western Balkan countries’ political futures and
the indefinite timeframe for their membership of the EU, it makes little sense
for China to invest too heavily, however cheap the cost of doing so. Instead, its
approach relies on a shorter time horizon—easy economic wins and short-
term economic inducements.

The impact of Chinese economic diplomacy in the Western Balkans
depends primarily on the region’s governments. Those with strong insti-
tutions and determined political leaders can force European standards on
Chinese lenders and Chinese firms, and uphold open-market rules and the
rule of law. Those that prioritize political or personal gain and sacrifice
the European liberal rules and norms will find in Chinese firms willing
accomplices.

Likewise, Western Balkan leaders who are determined to uphold liberal
values in their foreign policy may confront stark choices about economic
inducements and economic coercion. But for now, their economies are
not deeply connected with Chinas, and the scale of disruption will be
limited.
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8
Nuclear Dreams or Nightmares?

Chinese Investments in the Energy Sector in the UK
and Romania

Simona Davidescu

Introduction

Nuclear energy policy is closely linked to national security and military
power, shrouded in secrecy, while at the same time being hailed by sup-
porters as an important part of the solutions to decarbonization. China has
emerged in recent decades as a key civil nuclear power and major global
investor in this sector, with forty-nine nuclear reactors in operation at the
domestic level, third only in terms of capacity to the United States and France
(Conca, 2021). Chinese investments in nuclear energy projects outside of
China could be seen as a potential direct threat to national sovereignty, and
indirectly as a threat to the Liberal International Order (LIO). This is because
access to nuclear technology is linked to concerns of industrial espionage,
access to military technology, or the ability to control major infrastructure
(Thomas, 2017). Following and extending scholarship about Chinese invest-
ments in the energy sector (Conrad and Kostka, 2017), this chapter presents
a snapshot of how this potential threat plays out in two European countries,
the United Kingdom (UK) and Romania, and uncovers a range of domestic
and external factors shaping policy decisions and their reversal.

Investment in nuclear power in China and its expansion abroad is consis-
tent with the ‘Chinese Dream’ under President Xi, with ‘the development of
nuclear energy on the premise of security’ coupled with safety as a top prior-
ity and ‘win-win cooperation’ (Xi, 2014). There is general agreement in the
literature that China is now the most significant energy player in large parts
of the world, from the Middle East to Eurasia, Africa, and Latin America,
with the main aim of gaining privileged access to energy and resources (Gao,
2017), as well as pursuing commercial interests (Zhang, 2019).
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We show in this chapter that the picture of Chinese investments in energy
in Europe is far patchier and requires in-depth analysis on a sectoral basis.
The key debate in the global energy governance literature is linked to whether
China will confront or integrate with the current system, dominated by the
United States (US), and some of the literature looks at the extent to which
there is evidence that neither integration nor confrontation is taking place
in the case of energy governance (Gao, 2017). This research argues in favour
of a more nuanced approach that looks at a hybrid picture of ‘both conflict
and adaptation, differently entangled in different issue areas’ (de Graaff et al.,
2020: 191).

We look at Chinese nuclear energy investments in Romania and the UK as
examples of the most likely Chinese nuclear power investments in Europe
over the last decade, but also as exceptional cases of commitment to new
nuclear power ambitions in the post-Fukushima disaster period (Johnstone
et al., 2017: 154). Romania and the UK have a diverse energy mix and
limited dependency on exports, while also having a similar percentage of
electricity generated from nuclear power, between 15-20% (World Nuclear
Association Romania; World Nuclear Association UK), placing them in a
relatively privileged position in the current context of crisis. We engage in
an explanation of a policy puzzle, as Chinese investments in UK projects
were until very recently more likely to go ahead, while the Romanian project
fell through after inaction. This seems counter-intuitive at first glance, given
the assumptions in the literature that Eastern European states have been
more susceptible to Chinese influence (for a discussion on this see chapters
in this volume by Jakimow, Crawford, and Szunomar) and more interested
in attracting Chinese funding (Vangeli, 2018), posing a threat to the Euro-
pean Union, as China adopted a ‘divide and conquer’ strategy (Turcsanyi,
2014).

We argue that the divergent routes seen in our case studies were not
linked to domestic politics alone, but are reflective of a wider interplay of
international influences in this policy area, especially from the US. External
pressures acted as a catalyst for legislative changes in both countries, securing
support from all parts of the political spectrum. These resulted in longer-term
policy changes such as the National Security and Investment Act (2021) and
the Nuclear Energy (Financing) Bill (2022) in the UK, while in Romania they
led to a shift in strategy towards small modular nuclear reactors (T VR News,
2022).

In looking at these cases, we uncover the interplay of domestic actors sup-
porting and opposing Chinese investments in the nuclear sector. We also
consider the role of private actors, as the strategies for financing the nuclear
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sector differ in the two countries: the UK has adopted a corporate model
of financing, involving partnership with established actors in the field, such
as Electricite de France (EDF), while Romania has used the national model
of bilateral negotiations. The two countries initially had joint trajectories in
terms of nuclear investment from China, based on economic rationale. The
signing of an agreement between China Guangdong Nuclear (CGN) and the
Romanian state-led Nuclearelectrica had followed the example of the UK,
after the letter of intent signed by CGN with EDF in October 2013 over the
Hinkley Point C nuclear plant (WNN 2013). In both the UK and Roma-
nia, Chinas key mode of influence was persuasion, which also involved a
healthy dose of economic inducement. While we expect to see its impact
in altering behaviour in weaker states, more dependent on FDI (Goh 2014:
832), such as Romania, this is more puzzling for the case of the UK and has
prompted fierce domestic debates (House of Commons, 2016). After a period
of divergence, with Romania abruptly cutting off Chinese investments in the
nuclear sector in mid-2020, after years of delays, the UK seems set to gradu-
ally follow a similar trajectory, after a range of legislative changes from 2021
onwards.

For Chinese State-Owned Enterprises (SOEs) in the nuclear sector, the
European investments in this policy area are strategic, long-term, and involve
partnerships with other state-owned and private actors. For China overall
these could have the potential to change China’s standing in global energy
governance, which could reinforce the liberal international regime, if that
provides a competitive advantage to China. The strong regulatory oversight
in Europe can benefit China, in terms of prestige, and its interest goes beyond
financing, with the potential to expand its nuclear fleet and build a reactor
of its own design in the UK, at Bradwell, as well as to branch out into other
areas such as nuclear fuel reprocessing, while working towards ‘harmonizing
safety standards’ (Reuters, 2019).

This chapter draws on secondary literature and primary documents from
the Romanian and UK governments and parliaments, as well as media
reports and speeches, focusing on the position of key domestic actors in
the nuclear power sector and beyond. We start with a look at the context
of nuclear energy policy and cooperation between the EU and China, before
engaging with the two case studies in turn. We look at the apparent success
of Chinese nuclear energy investments in the UK, in partnership with EDF,
and then explain the failure of Chinese nuclear energy investments in Roma-
nia and the pivotal role played by the US in this policy reversal. Finally, the
chapter concludes with reflections beyond these cases, on the implications
for the rest of the energy sector and Europe in the context of crisis.
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Early Nuclear Energy Policy Cooperation between
the EU and China

The debate on energy security and the relationship with China started in
France much earlier than in the rest of the EU, from the 1980s, when the
first nuclear powerplants with French technology were inaugurated in China
(at Daya Bay and Qinshan I). From 2007 Electricite de France (EDF) and
CGN signed a cooperation agreement to build and operate power stations in
Guangdong, followed by an agreement with French Areva totalling 8 billion
euros (World Nuclear Association, China). This was not smooth sailing at
the domestic level, as there was a sustained media campaign in France against
this partnership and strong public opinion opposition (Torres, 2015). Despite
this, major French companies with global reputation in the field such as EDF,
AREVA, Alstom, and PME-PMI have been working closely with the nuclear
industry in China (Torres, 2015). In the wake of the global financial crisis of
2008, the French nuclear company Areva collapsed and Chinese companies
were able to gain a stake in rescued companies (Thomas, 2017: 687).

China developed its own nuclear reactor designs in partnership with West-
ern companies investing in China, and by 2013 started to target global export
markets, with the three Chinese State Council approved companies split-
ting those amongst themselves (Thomas, 2017). This runs counter to the
LIO logic of competition and free trade: CGN developed projects in UK,
Romania, and Kenya; the Chinese National Nuclear Corporation (CNNC)
in Argentina, Algeria, and Sudan; and the State Nuclear Power Technology
Company (SPIC) in Turkey and South Africa (World Nuclear Association,
China).

Research looking at the role played by these SOEs in their international
expansion towards Europe reveals a much more nuanced picture of diver-
gence from the official Chinese central government strategy, relative auton-
omy of the SOEs, and divergent strategies linked primarily to maximizing
profit, as well as limited coordination between the Chinese actors involved
(Zhang, 2019).

The overall attractiveness of this investment drive for other parts of the
world is the financial backing behind it, from the China Development Bank
and Export, the Import Bank of China, or the Industrial and Commercial
Bank of China (Thomas, 2017). This was particularly important at a time
when funding for such costly projects was sparse in the post-2008 economic
crisis period, and there was a brief window of opportunity in which Western
governments were willing to support a ‘golden era’ of bilateral relations with
China.
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It is difficult to understand the importance of the CGN-EDF partnership
without looking at the scale of national developments in China and the costs
of nuclear energy in OECD countries compared to China. For example, over
the last sixteen years OECD countries have built only two nuclear reactors of
Generation 3 (EPR, AP1000), while facing a tripling of costs and long delays
for ongoing builds. China has built six such reactors in only one decade, while
also guaranteeing the price of electricity produced (twice as cheap as for the
European EPRs). This makes the Chinese nuclear sector highly competitive
globally, currently amounting to ‘two-thirds of worldwide reactor start-ups—
35 out of 59° (Pomper 2019).

China has been keen to show that it can integrate within the Western reg-
ulatory framework and the LIO by becoming party to most major treaties
and conventions relating to nuclear matters and seeking frequent interaction
and cooperation with the International Atomic Energy Agency (Andrews-
Speed, 2020). This trajectory has potential implications for global energy
governance and US global dominance on several levels, from global nuclear
non-proliferation efforts to maintaining high safety standards. China faces
very different export regimes in Europe compared to elsewhere, as Europe
is subject to a ‘traditional competition system ... organised along the OECD
guidelines, ECA financing and the EU rules’ (Pehuet Lucet, 2015). Elsewhere,
Russian and Chinese investments are supposed to be able to reap the advan-
tage of being free from regulations and constraints and offer advantageous
financing through bilateral agreements (Pehuet Lucet, 2015). Despite a more
permissive context elsewhere, for China investing in the nuclear sector in
the UK is a vital strategic move that can provide economic, political, and
reputational benefits on a global scale, by signalling its competitiveness and
providing ‘huge advantage in markets with less experienced regulatory bod-
ies’ (Thomas, 2017: 688). In what follows we look at the rationale and framing
of Chinese investments in the nuclear sector in the UK and the constellation
of stakeholders that have shaped the process.

Chinese Nuclear Energy Investments in the UK

The UK nuclear energy sector has moved from a post-Second World War pro-
nuclear consensus to nuclear freeze in the 1980s and a renewal post-2000,
while facing key challenges such as an ageing capacity, decommissioning and
decarbonization commitments, the financial crisis and lack of private invest-
ment, delays, and spiralling costs. Political parties’ positions on the issue have
changed significantly, from the New Labour governments of 1997 to 2010
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initially opposing new nuclear power plants to being in favour and linking
this to their ambitious targets of the Climate Change Act 2008.

The following coalition government (Conservative and Liberal
Democrats) launched a bilateral process of cooperation in the energy
sector in 2010, the UK-China Energy Dialogue, under the leadership of the
Department of Energy and Climate Change (DECC). This also had the
industry executives on board, showcasing common interests and challenges
and an innovation drive spanning a range of subsectors such as civil nuclear,
oil, and gas. For China, this forum had not only an economic significance,
but also potential for integration into the LIO and the energy governance
architecture. According to the Secretary of State of DECC, Edward Davey
MP, the UK was willing to ‘work closely with the Chinese government to
explore global energy governance reform’ (DECC 2014).

Chinese investments in the UK in the energy sector and other infrastruc-
ture sectors were part of the so-called golden era of Sino-British relations
over the last decade, during which the main framing of the relationship was
in terms of deepening economic ties. Recent analysis of UK-China relations
suggests a move from ‘the golden era to the deep freeze’ (Ford and Hughes,
2020), in the aftermath of the 5G policy reversal. However, minority Chinese
stakes in UK nuclear energy projects (in partnership with EDF) were still in
place by early 2022, despite calls for a rethink following Russia’s invasion of
Ukraine and in the context of an increased commitment, in the 2022 Energy
Security Strategy, for eight more nuclear reactors to be built in the UK over
the next decade at an accelerated pace. In this section, we look at the rationale
for these projects from both the UK and Chinese perspectives.

In the UK, CGN is particularly interested in playing ‘the long game; which
involves sequential investments: from a minority investment share in Hinck-
ley Point C and Sizewell in partnership with EDF and with French design
reactors, to a final stage and the ultimate prize, a reactor of its own design
(Hualong One) and a majority share (66.5%) for Bradwell (World Nuclear
Association, UK). The EDF-CGN partnership is crucial for understanding
developments in the UK. This partnership provides an entry into EU mar-
kets and is subject to EU rules. In March 2016, the European Commission
gave the green light to the ‘Strategic Investment Agreement’ signed by EDF
and CGN in October 2015 on the Hinkley Point C project. This meant test-
ing against the EU’s merger regulations and the concern that this would alter
competition in the UK’s wholesale electricity market (WNN, 2016). The key
rationale offered by the Commission for its approval was the limited market
share of CGN in the nuclear market and the existence of other competitors
(WNN, 2016). The provision of state aid and the type of contract approval
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process for Hinkley Point C has created a precedent for other EU member
states, such as Hungary’s use of this example to justify Russian investment in
the Packs nuclear power plant (Lindstrom, 2021).

The nuclear expansion and Chinese investments associated with it had
political support at the very top of the UK government: Prime Minister, Trea-
sury, and DECC (later BEIS), as the issue was framed primarily in terms of
economic benefits. In a Speech to the House of Commons, the BEIS Secretary
of State presented this as a clear economic opportunity: ‘Hinkley unleashes
a long overdue new wave of investment in nuclear engineering in the UK,
creating 26,000 jobs and apprenticeships and providing a huge boost to the
economy’ (House of Commons, 2016). The emphasis on economic benefits
needs to be placed into context, after the 2008 economic crisis. This is a sector
for which the UK government already faced withdrawal of investors (such as
Centrica for Hinkley Point C and Korea Electric Power Corporation and later
Toshiba for the Moorside nuclear plant and Hitachi for the Wylfa nuclear
power station), because the costs are huge and the ‘pool of investors is quite
small’ (Morison, 2020).

Research by Zhang (2019: 1464) reveals initial competition between Chi-
nese SOEs—CGN and CNNC—for several UK nuclear projects, and policy
divergence from the Chinese central government position, at a time when
China was ‘freezing’ relations with the UK in the aftermath of the UK
leadership meeting with the Dalai Lama in 2012.

At the domestic level in the UK there were sharp divisions between sup-
porters and detractors of Chinese investments in infrastructure sectors,
cutting across party lines, and involving the private and voluntary sector
as well as public opinion. The critics included environmentalists and pri-
vate actors from other sectors such as renewable energy, which saw their
subsidies slashed, but also prominent MPs from all main parties, including
backbenchers. Critics framed the issue primarily in energy security terms,
asking the government for a clear assessment of the security risks associated
with the deal and issues of intellectual property (House of Commons, 2016).
In light of this framing linked to energy security, the Labour opposition
asked the government during the House of Commons debate to decou-
ple ‘the building of the Hualong One reactor at Bradwell from the deal
at Hinkley Point C’ (House of Commons 2016), to differentiate between
the projects with French technology and future projects using Chinese
technology.

Security issues were put into new light with developments in the US,
where a senior CGN adviser was accused of trying to obtain sensitive US
nuclear technology for China, prompting the US government to put CGN
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on an export blacklist (Watt, 2017). Furthermore, the backdrop of Brexit
has provided new constraints, and the exit of the UK from the EURATOM
treaty raised ‘implications for the freedom of movement of nuclear material
and personnel across Europe’ (Pollitt and Chyong 2017: 44), as well as the
potential weakening of regulatory oversight in this sector.

Another issue signalled by critics is linked to short- and long-term costs,
as Hinkley Point C is ‘the most expensive power station in the world” (Watt,
2017), with spiralling costs and four years late. Moreover, the UK govern-
ment had offered the investors a range of subsidies coupled with a ‘strike
price’ guarantee of up to £92.50 per megawatt hour, raising concerns that
the costs would be dumped on consumers (Mustoe, 2015). Critics amongst
MPs and the voluntary sector have further framed the issue in political terms,
by linking it with a stronger stance from the UK on respect for human
rights in China and the crackdown on democratic opposition in Hong Kong
(The Guardian, 2020). In retaliation, China banned nine UK MPs from
entry into its country, as well as other vocal critics and four institutions
(Evening Standard, 2021). Despite this significant level of opposition, the
Hinkley Point C project is going ahead, making this a highly politicized deci-
sion, despite the government claims that this was based mainly on economic
rationale.

The saga of Chinese nuclear investments in the UK might not be over, as the
guarantees offered by the UK government have significantly risen the cost of
policy reversal and have a lock-in effect, while there is a lack of other credible
investment opportunities. In the words of Professor Steve Thomas, in the case
of Hinkley Point C ‘the issue now is that nobody has a good exit strategy. I
think everyone wants out. But there are penalties to pay now, and there is the
humiliation of 10 wasted years’ (quoted in Watt, 2017).

To enhance political control over the process of financing nuclear energy,
the Johnson government promoted two crucial legislative changes: the
National Security and Investment Act (2021) and the Nuclear Energy
(Financing) Bill (2022). These can help policy reversal and avoid lock-in,
while also making the sector more attractive to a wider pool of investors. The
Nuclear Energy (Financing) Act, adopted in 2022 with the support of Labour
at the second reading, stated its purpose as to:

... make provisions for the implementation of a regulated asset base (RAB) model
for nuclear energy generation projects ... and a special administration regime
for licensees subject to that model; while also clarifying the circumstances in
which corporate bodies are not associated with site operators for financing of
decommissioning of nuclear sites. (BCIP, 2022)
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There was significant debate at the committee stage on amendments pro-
posed by Labour to explicitly refer to companies controlled by foreign
powers, but the government was concerned that this could prevent other
international partners from investing in the sector' and could contravene
Article 129 of the trade agreement with the EU (Nuclear Energy Bill, 2021).

The UK government attempted to offload the share of Chinese investment
in Hinkley Point C and Sizewell in late 2021, but it has not yet been success-
ful (Collingridge and Ambrose, 2021), while a recent approval by the UK
regulator of the Chinese-design reactor is being seen as increasingly unlikely
to be built at Bradwell (The Economist, 2022). It seems that the window of
opportunity when Chinese investments in the nuclear sector were framed
primarily as an economic opportunity has now firmly closed. This finding
has been recently confirmed by the speech of the UK Prime Minister Rishi
Sunak, regarding the evolution of the Chinese-British relations, stating that
‘The so-called “golden era” is over, along with the naive idea that trade would
lead to social and political reform’ (Allegretti, 2022).

Energy Investments in Romania

Although the case of Hinkley Point C has been cited as a justification for
Chinese investments in the case of Romania’s nuclear reactors 3 and 4 at
Cernavoda, the context has been markedly difterent. There are some similari-
ties with the UK, in the way supporters at the top of the political establishment
in Romania framed the issue in terms of economic benefits, in the early years
of negotiations. The main differences were linked to the level of politicization
of the project in Romania from the start, and the less influential opposi-
tion to the project. There has been a lack of transparency and significant
delays in negotiations between CGN and state-controlled Nuclearelectrica,
in an energy sector described in the literature as a case of ‘state capture’
(Buzogany and Davidescu, 2022). This made the project more exposed to
reversal on political and security grounds, when the governing political coali-
tion changed in 2020. This was prompted by separate negotiations with the
US, which in 2020 emerged as a credible alternative to Chinese investments.

Romania’s relationship with China in the post-communist period has
fluctuated greatly, with the initial period of 1989-2006 considered to be dom-
inated by high-level political contacts and sustained support at the highest

! The announcement of the French government that it intends to nationalize EDF in order to restructure
its debt seems to have justified the government’s concern on the wording of the amendments (Aloisi and
Rosemain, 2022).
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level from the social democrat governing party, PSD, but not matched by
economic developments (Popescu and Brinza, 2018; see also Szunomar, this
volume). The trade relationship between Romania and China has known
several stages, with the initial two waves being very limited and small scale
and the third wave of Chinese ODI being mainly focused on large infrastruc-
ture projects with significant levels of funding, but still very slow, with most
projects in the negotiations stage for several years (Pencea, 2017). There were
four investment memoranda with China signed in 2013 by the PSD-led Ponta
government: the nuclear reactors 3 and 4 at Cernavodd Nuclear Plant, the
Tarnita-Lapustesti Hydropower Plant, the Rovinari Thermal Power Plant,
and the Mintia-Deva Thermal Power Plant, all of these coinciding with the
occasion of Li Keqiang’s visit to the 16+1 Bucharest Summit, but none has
been implemented (Popescu and Brinza, 2018: 31). Surprisingly, the CGN-
led investment in nuclear power reactors at Cernavodd was considered the
most advanced and ambitious (Pencea, 2017), as it was designed to dou-
ble capacity at Cernavodd within one decade (WNN, 2021). This followed
the failure of the previous investment projects associated with Cernavoda 3
and 4, in the context of economic crisis. A large consortium set up in 2008
included the Romanian state-owned nuclear power company Nuclearelec-
trica and a range of companies such as ArcelorMittal, CEZ, GDF SUEZ, Enel,
Iberdrola, and RWE. One by one, the partners have withdrawn, citing costs
and unfeasibility of the project (Pirvoiu, 2013), so having CGN as a single
partner that was able to provide the entire financing through Exim-Bank and
ICBC promised to simplify and speed up the process (Pirvoiu, 2013).

The process was incremental, but several key stages were completed,
and formal documents were signed. In 2015, China Nuclear Power Engi-
neering Co (CNPEC) signed a ‘binding and exclusive’ cooperation agree-
ment with Candu Energy for the construction of two more reactors at the
Cernavoda plant in Romania. CGN is CNPEC’s parent company (WNN
2020). Romanian national nuclear company Nuclearelectrica signed a pre-
liminary investors’ agreement with CGN in May 2019 to build two 700 MWe
Candu 6 pressurized heavy water reactors at the Cernavoda plant. During
this ‘golden’ decade, many Chinese companies were interested in invest-
ing in Romania in infrastructure projects, but both sides blamed delays on
bureaucracy, corruption, non-transparent negotiations, and frequent policy
reversals (Buzogany and Davidescu, 2022). This was coupled with high levels
of political instability in Romania: in a ‘period of two and a half years, five
prime ministers have led the Romanian Government and the negotiations at
Cernavoda’ (Popescu and Brinza, 2018: 32). Moreover, reports of frustrating
delays seemed to be related to CGN'’s excessive demands of a 15% internal
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rate of return compared with industry standards, and a mismatch between
CGN’s position of maximizing profits and China’s official foreign policy of
deeper cooperation under the 16+1 framework (Zhang, 2019: 1469).

By June 2020, a new coalition government (PNL, UDMR, USL-PLUS)
made a sudden policy reversal and suspended negotiations with CGN, invok-
ing building tensions between China and the US, while stating that Romania
needs to find investment partners from the EU or US in order to strengthen its
strategic partnership with the US and its NATO alliance ties (Digi 24, 2020).
Only a few months later, in October 2020, Romania and the US signed an
intergovernmental agreement of cooperation in key sectors, including the
Cernavoda nuclear reactors 3 and 4, re-technologization of Cernavoda 1, and
cooperation in other areas of civil nuclear power (Nuclearelectrica, 2020).
This is consistent with findings from the literature that show how other CEE
countries have been open to sacrificing relations with Beijing for other objec-
tives, in particular security and political ones (Stec, 2020). Countries in the
region engaged in leveraging the Sino-American rivalry to help ensure the
US administration’s continued commitment to NATO (Stec, 2020), which
was perceived as being under threat during the Trump presidency.

The constellation of domestic actors supporting the CGN investment at
Cernavoda included the leadership of the Social Democratic Party (PSD)
governments and Nuclearelectrica, which prioritized nuclear in the energy
mix, according to Romania’s energy strategy for 2018-2030. There has been
little contestation in Parliament of this project and more widely within soci-
ety. Some limited opposition from environmental groups was not influential
in policy circles, and their position was against the expansion of nuclear
power in general, citing the danger for human health and the environment,
in relation to the heating of water in the Danube and tritium liquid discharges
(Fairlie, 2007).

The recent deal between Romania and the US on the Cernavoda 3 and
4 reactors seemed to silence critics and, despite the slow progress since, as
well as a change in the US government in the meantime, there is high hope
from the government that this project will go ahead with more urgency in
the wake of the war in Ukraine. Romania’s Ministry of Economy, Energy and
Business Climate also signed in 2020 a Memorandum of Understanding with
the Export-Import Bank of the USA covering the energy and infrastructure
industries, and Romania and France signed a declaration of intent on coop-
eration in the civil nuclear field (WNN 2021). Despite all these agreements,
energy experts consider this type of costly and lengthy project as unrealistic,
with limited impact on Romania’s energy transition (Pirvoiu, 2021; see also
Buzogéany and Davidescu, 2022).
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Conclusions

Opverall this chapter exposed the limits of looking at power as resources even
at a time when the context and framing was favourable. There is limited evi-
dence that China set out to challenge the LIO on investments in nuclear
energy policy, while its own position lacked coherence (Zhang, 2019). Also,
it did not seem to have the effect of undermining the LIO in terms of power
as influence, as investments stalled and were seen as not credible even in the
apparently most likely case, such as Romania, where there was no significant
domestic opposition. The nuclear energy investment projects in Europe were
delayed or reversed from 2020 onwards, in the aftermath of the deterioration
in US-China strategic relations. European governments initially framed Chi-
nese investments in nuclear power as an economic opportunity. But since
2020 this position shifted to a security framing of the issue that made these
investment decisions politically costly both domestically and internationally
and led to a policy reversal in Romania. The UK has also indicated it would
follow suit, but this would need to be accompanied by the existence of cred-
ible alternatives and sources of funding, given the high level of ambition of
current strategies. Within this context the UK seems to be an outlier, as we
find higher levels of political and societal opposition than in Romania, as well
as significant contestation of the economic benefits of the projects. Overall,
in both countries it seems increasingly difficult for political elites to make a
case for pursuing Chinese investments in nuclear energy on either economic
or political grounds.

The global context of continuous crisis since 2008 has proved to be highly
beneficial to Chinese investments in the energy sector, as Chinese SOEs have
emerged as key investors, willing and able to play the long game in a sector
that requires state guarantees. Rather than a strategy of contestation, China
does not seem to adopt a concerted push strategy and has varied approaches
in different parts of Europe. Moreover, the different strategies pursued by
CGN in Romania and the UK, as well as the lack of coherence and con-
sistency between their commercial interests and the Chinese foreign policy
agenda (Zhang, 2019), suggests that there was limited scope and no coherent
plan to undermine the LIO, even at a time when the economic framing and
the governing elites in both the UK and Romania were favourable to these
investments.

While Chinese SOEs have more extensive projects for nuclear power
elsewhere in the world, being able to complete projects in Europe (with
its strong regulatory framework) was a matter of prestige that could have
further boosted China’s credentials worldwide. These seem now unlikely
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under the current security framing of the issue and Russia’s ongoing war in
Ukraine.

As long as European nations are hung up on nuclear dreams for which
they seem increasingly ill equipped to provide financing in the immediate
future, these investment decisions could prove extremely costly for future
generations. Meanwhile Chinese SOEs will continue to play an increasing
role in this sector globally, as investors of last resort for ‘white elephants’
type of projects. Further debate on the role of nuclear energy in the energy
transition in Europe is needed, given the difficulty of securing investments
and spiralling costs. A shift of focus might help, from nuclear dreams for a
distant future, towards more sustainable, cheaper, and shorter-term invest-
ments in renewable energy, another sector in which China is catching
up fast.
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The Political Dimensions of Chinese
Outward FDI and Their Implications for
the Liberal International Order

Jan Knoerich

Introduction

Chinese international investments have surged at an exasperating speed in
less than two decades and have spread to all parts of the world (Knoerich,
2015a), leaving pundits, policymakers, and everyone seeking to understand
the implications of China’s growing global presence desperate to catch up
with fast-moving developments.' The extraordinary rapidity with which Chi-
nese multinational enterprises have expanded globally has sparked portrayals
of Chinese investments as part of an ambition for global systemic change
and as an element of a Chinese ‘grand strategy’ to challenge the international
order (Bhattacharya, 2016; Breuer and Johnston, 2019; Callahan, 2016; Fal-
lon, 2015; Fasslabend, 2015; Leverett and Wu, 2016). Their connotation with
money, power, and influence, and association with China’s controversial
Belt and Road Initiative (BRI), have made Chinese investments a suitable
focus area of such claims. But while narratives of China upending the Liberal
International Order may provide a convenient and catchy-sounding mental
shortcut, especially when brought in connection with China’s widely dis-
liked authoritarian political system and state capitalist economic model, they
are unlikely to adequately represent the actual complexities surrounding the
global spread of Chinese capital. As Roy and Hu emphasize in the introduc-
tory chapter to this volume, more nuanced analyses are needed and have
recently begun to emerge in the literature (Benabdallah, 2019; de Graaff, ten
Brink, and Parmar, 2020; Jones and Zeng, 2019; Knoerich and Urdinez, 2019;
Wu, 2018). In this chapter, I acknowledge the multifaceted nature of Chinese

! ITwould like to thank Yiqin Huang for research assistance, and Indrajit Roy, Jappe Eckhardt, Dimitrios
Stroikos, and Elena Simona Davidescu for editing this book.

Jan Knoerich, The Political Dimensions of Chinese Qutward FDI and Their Implications for the Liberal International Order.
In: Rising Power, Limited Influence. Edited by: Indrajit Roy, Jappe Eckhardt, Dimitrios Stroikos, and Simona Davidescu,
Oxford University Press. © Oxford University Press (2024). DOI: 10.1093/0s0/9780192887115.003.0010

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



The Political Dimensions of Chinese Outward FDI 185

cross-border capital flows, adding some further nuance to the debates about
the political dimension of Chinese investments and their influence on the
Liberal International Order.

One significant point of nuance is that, when analysing Chinese cross-
border capital flows, it is important to distinguish between what are effec-
tively two different types of Chinese investments. The first type is the
financing of large international projects, typically in the infrastructure and
construction sectors, by Chinese development banks and other associated
financing vehicles. These tend to comprise of sizeable loans issued to for-
eign governments with the backing and support of the Chinese state, often
under condition that contracts for project delivery are handed to Chinese
state-owned enterprises (SOEs). However, despite their involvement, multi-
national enterprises do not necessarily hold equity capital in the projects.
Table 7.1 in Crawford’s chapter to this volume provides several examples of
such project finance in Europe. They include the Bar-Boljare motorway in
Montenegro, which is financed by a loan of approximately 1 billion USD from
the Export-Import Bank of China and was contracted to the China Road
and Bridge Corporation (Hopkins, 2021). Another example is the Belgrade-
Budapest railway upgrade, which is cofinanced by the Export-Import Bank of
China and involves the participation of Chinese companies in the construc-
tion activities (Brinza, 2020). Many projects under the BRI involve this kind
of project finance, and they have often been contentious because of the large
size and funding capacity, the direct and frequently non-transparent involve-
ment of governments, and concerns about inadequacies in project delivery
in line with internationally accepted standards and norms. The Bar-Boljare
motorway project, for example, has been viewed sceptically, as its economic
viability and the ability of the government of Montenegro to repay the loan
have been questioned (Hopkins, 2021).

The second type of Chinese investment involves foreign direct investment
(FDI) thatis not necessarily associated with project finance. These are invest-
ments made by companies and enterprises for the purpose of some form
of long-term productive business activity, such as building and running a
factory, acquiring a foreign company, establishing an overseas research and
development (R&D) centre, or opening a sales office. While the companies
conducting such FDI can be SOEs, and governments may offer backing for
such investments, private firms are key players in this area, and it is normally
the multinational enterprise making the investment and associated business
decisions, rather than any government. Examples in Europe are Huawei’s
UK headquarters in Reading, or ChemChina’s purchase of the machinery
company Krauss Maffei in Germany.
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Because of such difterences, it is useful to distinguish between project
finance and other forms of investment by multinational enterprises, and
examinations of any implications Chinese investments might have for politics
and the Liberal International Order should take this distinction into account.
Due to the size of projects, their strategic importance, and complex financ-
ing schemes involving government loans, project finance by its very nature
evokes considerations of influence, dependence, and political leverage. But
the political dimension is different when multinationals acquire firms or
establish factories, R&D centres, and sales offices. Answers to the questions of
Chinese power and influence—outlined by Roy and Hu in the introductory
chapter and which constitute a key line of inquiry in this volume—will differ
depending on whether the focus of analysis is on project finance or FDI.

In this chapter, I focus on FDI that is unconnected with project financing—
henceforth referred to simply as ‘FDI'—and aim to identify the political
impact of such Chinese outward FDI in the recipient countries where the
investment is made, in order to infer what implications it has for the Lib-
eral International Order. My examination will focus on Western Europe,
given that such FDI has dominated Chinese investments in this region
and contracted projects have been comparatively rare (Eastern Europe has
received considerable amounts of project finance from China). Nevertheless,
despite this focus on Western Europe, most of the analysis will have broader
application.

Previous research on the impact of FDI in recipient countries has focused
primarily on the economic and, to a lesser degree, social implications, includ-
ing whether FDI accelerates processes of development and industrialization
in less advanced economies. Its impact on politics has been much less stud-
ied. An illustration of this can be found in the World Investment Reports (for
example UNCTAD, 2010, 2019), published annually by the United Nations
Conference on Trade and Development (UNCTAD), the organization widely
considered to be the focal point for FDI in the United Nations system. These
reports cover many aspects related to the economic and social implications
of FDI, yet they prefer to omit thorough consideration of political dimen-
sions. In academic research as well, the study of economic and social impact
far exceeds any consideration of political implications, resulting in claims
that political, international relations and international political economy
dimensions have been insufficiently examined or largely ignored (Abdelal,
2013; Babic, Fichtner, and Heemskerk, 2017). Arguably, the focus on the
political implications of FDI has intensified considerably only since Chi-
nese multinational enterprises emerged as investors, with FDI by companies
from the United States and other Western economies having been much less
politicized in the decades prior. Regardless of whether such politicization
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focused on Chinese investments is justified, more examinations of the impact
FDI has on politics are certainly needed.

This chapter addresses this shortcoming by examining how the operations
of Chinese multinational enterprises can have political implications in West-
ern European countries. Drawing in part on notions of power and influence
that have already been set out in this volume’s introductory chapter by Roy
and Hu, together with an amalgamation of insights on the politics of Chinese
FDI compiled for this chapter, the following analysis focuses on five dis-
tinct aspects through which Chinese FDI could have a political dimension:
structural power, referring to the collective ability of Chinese multinational
enterprises to shape some of the broad structures of the international political
economy; the direct influence and leverage China could have over individual
countries receiving Chinese FDI; enhancements in Chinese (technologi-
cal) competition resulting from investment activities; the misuse of FDI for
national security purposes; and the use of FDI to enhance China’s interna-
tional soft power. For each of these aspects, the chapter identifies potential
avenues of political impact in recipient countries, yet it also finds that there
are considerable limitations in the extent to which Chinese multination-
als effectively influence politics. Moreover, not all political implications are
problematic, and Chinese FDI can even generate desirable political outcomes
for recipient countries. Given these limitations, the chapter concludes that
outward FDI cannot be considered as a particularly suitable economic activ-
ity to support a challenge of the Liberal International Order, though other
types of investments or economic and political activities not examined in
this chapter but covered elsewhere in this volume may have greater potential
to achieve this.

FDI from a Political Perspective

FDI commonly involves a long-term commitment of capital by a company
resident in one country for the purpose of conducting its business in another
country, such as producing a good or delivering a service. The company
assumes either partial or full ownership and control over this foreign enter-
prise. In its definition of FDI, the Organisation for Economic Co-operation
and Development (OECD) points out that the investor has a lasting inter-
est in this direct investment enterprise and a strategic long-term relationship
with it, and therefore exerts considerable influence over its management and
operations. Such influence also comes in the form of voting rights assumed
by the investing company over decisions made by the direct investment
enterprise (OECD, 2008).
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This arrangement enables companies to expand their business abroad, but
it can also be seen to have a political dimension. It gives foreign decision-
makers the power over an entity’s economic operations within a recipient
country and allows a foreign company to hold assets of that country, includ-
ing strategic assets such as technologies or iconic brands. FDI enables a
company to conduct far-reaching operations in the recipient country affect-
ing many people and stakeholders, including production, employment, sales,
procurement, research, and further investment. In this position, the investing
company does not only have an impact on the recipient country’s economic
and social progression, but might also seek to exert power over its employ-
ees, business partners, competitors, and other stakeholders. It might draw
on political connections with its home government to advance its economic
interests in the recipient country and might seek to directly influence the gov-
ernment of the recipient country through lobbying efforts. These and other
examples show that foreign investors are not only economic entities, but can
function as political actors. Some are very large—the biggest multinational
enterprises have revenues that exceed the gross domestic products of entire
countries (Babic et al., 2017), and with this comes considerable power and
ability to influence governments and stakeholders.

Some have argued, in what has become known as the transnational cap-
italism perspective, that many of today’s multinational enterprises, espe-
cially large ones such as Facebook, Google, Starbucks, and Walmart, have
rid themselves of their attachment with their country of origin, instead
becoming truly global, stateless actors that adapt their businesses consid-
erably to local cultures and conditions (Babic et al., 2017; Gilpin, 2001;
Strange, 1996). However, given that their entry into global markets through
FDI has been comparatively recent, Chinese multinationals have yet to
achieve such considerable erosion of their association with their country
of origin.

Instead, the state-centric perspective, viewing multinational enterprises
as products of the history, culture, institutions, values, and ideologies of
their country of origin, even when they compete internationally, appears
more applicable to Chinese companies. Advocates of this perspective see
the multinational enterprise as mirroring its country of origin’s economic,
social, and political systems. They argue that managers and shareholders
of most multinational enterprises are still residents in the country of origin,
with financing and R&D still being concentrated there (Doremus, Keller,
Pauly, and Reich, 1998; Gilpin, 2001). The nature and characteristics of
the country of origin may therefore matter for the nature and extent of
political power and influence an investor has in the recipient country. From
the state-centric perspective, China’s large economy, state capitalist model,
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authoritarian governance, and distinct culture will project itself onto the
international operations of its multinational enterprises, including those
investing in European countries.

What is likely to affect the investing company’s political role in the recip-
ient country is the extent to which it is under the influence of its home
government. Aspects that could raise suspicions are state ownership, strong
government intervention domestically, and concrete measures aimed at reg-
ulating the overseas investments of companies—all three are widespread in
China. China has a vast amount of SOEs, its largest companies and largest
international investments are state-owned, and around half of Chinese out-
ward FDI has been made by SOEs (MOFCOM, 2019). The Chinese govern-
ment has engaged in detailed regulatory intervention in the overseas activities
of Chinese firms, including through requirements for approval of overseas
investments, easing or tightening of regulatory restrictions, financial support,
information and guidance on outward investment, and investment insurance
schemes. The primary aim of these measures has been to selectively support
those investments that promise to generate beneficial outcomes for China’s
own economic development and catch-up (Knoerich, 2016a; Luo, Xue, and
Han, 2010; Sauvant and Chen, 2014). While these home-country measures
have been elaborate in China, it is worth pointing out that many other coun-
tries, including advanced industrialized countries, have also adopted various
kinds of measures to regulate and promote their outward investors (Sauvant
etal., 2014; UNESCAP, 2020). Similarly, while the number and size of SOEs
is particularly large in China, many other countries have them as well (Babic
et al., 2017). Evidence of governments systematically using these measures
and their SOE:s to achieve international political aims has yet to surface at a
large scale.

A concern often raised specifically with regards to China is the extent to
which its government is directly involved in Chinese companies, both state-
owned and private. There are claims that no Chinese company could defy
orders imposed by Beijing, even when it comes to handing over foreign
technologies or sensitive information to the Chinese government. Further
ammunition for such concerns has come from the recent introduction of
party cells in every enterprise in China (Hornby, 2017). However, there
is insufficient concrete evidence of significant state influence over strategic
decisions in companies and of Beijing forcing Chinese companies to hand
over sensitive information. In 2017, China enacted the National Intelligence
Law, which foresees the handing over of data and systems for national
security reasons as a possibility, but it is worth noting that the US Clarifying
Lawful Overseas Use of Data (CLOUD) Act 0f2018 places similar obligations
on companies such as Facebook or Twitter (Haskell-Dowland, 2020).
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When FDI as an economic activity is used by a government to achieve
political and foreign policy objectives, it becomes an instrument of economic
statecraft. But certain conditions would need to be met for a government to
effectively utilize FDI to achieve political objectives: a state would need to
have a certain degree of control over the multinational enterprises to be able
to intentionally manipulate their actions, and the activities of the enterprises
would need to be effective in generating the political and security externalities
envisioned by the government (Norris, 2016). Both are far from guaranteed,
as companies, including many SOEs, are independent economic actors that
are usually driven by considerations of profitability rather than any politi-
cal imperative, and the security externalities of interest to a government may
be antithetical to the business objectives of an enterprise. Yu confirms this
in her chapter to this volume when she suggests that the interests of SOEs
do not necessarily align with those of the Party-state. The opaqueness of the
Chinese government’s role vis-a-vis its enterprises certainly has led to suspi-
cions that it might have the intention to use them for strategic purposes, but
concrete evidence is lacking. Accordingly, an in-depth understanding of how
FDI is used as an instrument of economic statecraft has yet to emerge in the
literature.

The Political Impact of Multinational Enterprises

The political implications of FDI have to date been insufficiently conceptu-
alized and under-theorized. It is certainly possible for multinational enter-
prises, collectively and individually, to have political impact, and in the
following paragraphs I set out to discuss some of the ways in which FDI
affects politics. Particularly pertinent, however, are questions that concern
the extent of this impact, whether it is positive or negative, and under what
circumstances it occurs, and these are aspects I also consider. I focus my
analysis on five distinct aspects: structural power, influence, (technological)
competition, national security, and soft power.

Structural power

The country that has produced by far the largest number of multinational
enterprises and highest amount of FDI is the United States (US). US multi-
nationals dominate in the global economy in a huge variety of sectors and
are unlikely soon to be matched by any contenders (Starrs, 2013). Although
Chinese outward FDI has been growing fast, its scale is still a fraction of US
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investments (Knoerich, 2015a). In 2019, the total outward FDI stock of US
multinationals had reached 7.7 trillion USD, or 22% of the world total, while
the corresponding figures for China were 2.1 trillion USD and 6%, accord-
ing to UNCTADstat data. In the United Kingdom, US multinationals held
almost 600 billion GBP in outward FDI positions as of 2018 and were the
leading investors in the country, whereas China ranked twentieth with 9.5
billion GBP in investments (Office for National Statistics, 2020). Data on
non-European Union (EU) foreign investments by total assets in EU coun-
tries for 2016 similarly indicate that 61.8% accrued to US and Canadian firms,
with a mere 3% owned by companies from China, Hong Kong, and Macau
(European Commission, 2019).

While states and governments establish the international political context
in which companies conduct their business, firms can be actively involved
in shaping this context, especially through informal relations between busi-
nesses and government (Abdelal, 2013). Their large number and interna-
tional dominance have privileged US multinationals in their ability to affect
political outcomes internationally. They have been able to draw on the sup-
port of their home government’s hegemonic position, economic diplomacy,
and leadership in the international governance of trade and investment. US
multinationals have exerted global influence and shaped the structures of the
global economy, its international markets, production networks, and finan-
cial systems (Babic et al., 2017; Malkin, 2020). Susan Strange referred to such
an ability to shape some of the structures of the international political econ-
omy as ‘structural power, which consists of the capacity to exert control over
security, the production of goods and services, the system of finance and
credit, and the creation and possession of knowledge (Strange, 1987). It has
been argued that multinationals from the United States have enjoyed massive
structural power over international production and the system of finance and
credit (Malkin, 2020).

US multinationals collectively enjoy structural power thanks to their mas-
sive scale and global dominance, and other countries are unlikely to acquire
similar powers any time soon at a global level. It might be conceivable that
multinationals from countries such as China manage to exert some struc-
tural power in confined geographical spaces favourable to China (Malkin,
2020). Roy and Hu have mentioned in their introductory chapter how China
attempts to enhance its structural power in South-East Asia. However, this
would keep any broader global influence limited. One would need to spec-
ulate about a very distant and hypothetical future to imagine a scenario in
which Chinese multinationals replace US companies globally in ways that
endow them with similar amounts of structural power.
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Influence

Although US multinationals are likely to remain globally dominant for an
extensive period of time, multinationals from other countries such as China
might still be able to exert meaningful influence over some countries where
they have a strong presence. A massive amount of inward FDI from one coun-
try, such as China, could induce policymakers in the recipient country to
alter their approaches to domestic and foreign policy issues, quite possibly in
ways that favour the home country’s interests. Concerns have been raised
especially about the possibility that China might enjoy this kind of influ-
ence, because of its unique political characteristics, geopolitical situation, and
resultant differences in policy priorities and ambitions (Meunier, Burgoon,
and Jacoby, 2014). Taken together, the chapters in this book by Boni, Craw-
ford, Jakiméw, Stroikos, and Szunomar offer mixed assessments of the degree
of Chinese influence in European countries, even when focusing on broader
economic diplomacy and project finance rather than FDI.

In its simplest form, an increase in political influence could result from
the intensification of relations between the recipient and home countries that
would naturally accompany large-scale FDI inflows. Beyond this, there might
be concrete incentives for governments to shift policy directions, when they
believe such a move facilitates the attraction of FDI from a specific coun-
try. This can be acute when there is a strong need for foreign financing,
such as in Europe after the Anglo-American financial crisis of 2008, or it can
occur in circumstances where specific domestic constituencies or elites are
to benefit from the inflow of capital (Lim and Mukherjee, 2019). Jakiméw’s
chapter in this book describes how Chinese investments promoted an
increase of Chinese advisors to politicians in the Visegrad countries, as well
as broader interaction between Chinese businesses and politicians in those
countries.

Strong international competition for a country’s investments could also
shift the stance of policymakers. There has certainly been considerable inter-
est and competition for Chinese FDI in European countries (Knoerich and
Miedtank, 2018; Knoerich and Vitting, 2018, 2021), which could induce pol-
icy actions aimed at appeasing China. The ‘Golden Era’ between the UK
and China, launched under David Cameron to intensify Sino-UK commer-
cial relations and attract more Chinese investment, implicated a friendlier
discourse about China in UK policy circles to make the UK China’s best
partner in the West. At the time of the ‘Golden Era, the UK was particularly
keen to lead the West in joining China’s controversial Asian Infrastructure
Investment Bank (Knoerich and Urdinez, 2019).
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Another possibility is that governments adapt their domestic laws and
regulations to the presence of certain types of investors, such as Chinese
multinationals, leading to modifications in the regimes governing the con-
duct of business (Trinkunas, 2016). There have been fears of the political
influence associated with Chinese FDI resulting in the relaxation of labour,
environmental, and social standards (Meunier, 2014). Reliable evidence of
such a race to the bottom’ in standards still needs to emerge, however.

While FDI can be accompanied by increased political influence, the actual
strength of such influence and leverage remains unknown. FDI can be
economically important for countries and specific regions within them, espe-
cially when it creates jobs, but the total amounts invested are rarely huge.
They usually accumulate to a few billion US dollars annually, which is minute
compared to the trillions of dollar transactions made for the purposes of
cross-border portfolio investments. Individual large projects in key indus-
tries, such as in energy, natural resources, or critical infrastructure, could
result in some strong leverage in particular issue areas, especially as projects
of such nature tend to require the involvement of governments. Greece’s
veto in 2017 on a shared EU position towards human rights in China at the
United Nations Human Rights Council could be cited as an example, as it fol-
lowed the acquisition by the China Ocean Shipping Company of a stake in
the Piraeus Port (Knoerich and Miedtank, 2018), and other Chinese invest-
ments in Greece as discussed in Stroikos’s chapter. But to achieve consistent
leverage in broad and important areas of domestic or foreign policy, the
amounts invested through FDI may be insufficient, especially when taking
into account that recipient economies tend to receive FDI from many source
countries whose influence may cancel each other out. Even more unusual
would be situations in which FDI is used for coercive forms of leverage. All
this suggests that outward FDI is a rather less promising avenue for China to
exert direct leverage and influence over other countries.

There is a tendency to portray influence and leverage via FDI as something
purely negative, though this may not always be justifiable. Whether the out-
come is positive or negative may rather depend on the issue and policy that is
influenced, and who makes the judgement about the desirability of the pol-
icy shift. For example, whether the neoliberal and open-border mentalities
spread by US multinationals and their government is something desirable
will be judged differently depending on an individual’s particular outlook on
politics. China’s political influence in Western countries is more likely to be
viewed as broadly negative, seen to induce less favourable policy outcomes,
weaker laws, and lower standards, though an informed judgement would still
need to be made about the particular issues at stake.
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Competition

FDI has the potential to affect the economic competitiveness of a nation
and its technological edge over other countries. Relative economic and tech-
nological strengths are guarantors for prosperity and national security, as
they endow countries with greater powers in the international system and
can be transformed into military capabilities. By its very nature, FDI brings
additional capital to a country which, in most cases, is invested in a lasting
business activity that can generate employment and economic benefits. Many
kinds of FDI bring technologies and know-how to recipient countries for use
in production processes or to be sold on host country markets, and in Europe
foreign companies often use FDI to invest in R&D. Greenfield investments
aimed at establishing a new enterprise such as building a factory or an R&D
centre are particularly beneficial as they generate new employment and eco-
nomic activities. Most FDI should therefore strengthen the competitiveness
of a country, and such benefits have been found for many types of Chinese
FDI aimed at a lasting economic activity in European countries (Knoerich,
2012; Knoerich and Vitting, 2021). China’s Huawei Technologies has, for
instance, invested billions in the UK over the past decade in offices and R&D
centres and employed thousands of local staff.

Despite these positive political implications, concerns have been raised
about the potential of FDI to undermine competition in the recipient country
and strip it of technological assets. Such concerns have focused on takeovers
of companies in recipient countries, as they do not necessarily generate
employment and additional economic activity whilst potentially allowing the
acquirer to strip the assets of the firm it acquired and transfer them back
to its home country. The pursuit of strategic assets in recipient countries
has been a common activity associated with FDI, including by US multina-
tionals in Europe and elsewhere. But the more recent emergence of Chinese
multinationals as international investors has brought to the front the con-
cerns about strategic asset-seeking FDI, as China’s policies have strategically
promoted such FDI to achieve technological catch-up (Knoerich, 2016a).
China is the first large non-Western source of global FDI and a strategic
competitor to most major FDI recipient countries, including countries in
Europe. Its multinationals might try to repatriate technological assets and
know-how, including potential dual-use technologies, back to China at the
expense of European firms and their economies’ competitive advantages
(Knoerich, 2015b; Meunier, 2014). Major deals such as Midea’s takeover of
German industrial robot manufacturer KUKA or ChemChina’s acquisition of
Swiss pharmaceutical company Syngenta, both in 2017, have raised concerns
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about the negative implications of such takeovers. The response by European
governments and the European Commission was to tighten procedures for
screening non-EU investments.

But there is insufficient concrete evidence overall of the suspected nega-
tive implications occurring at a significant scale. While know-how transfer
after acquisitions often forms part of ordinary business activities by Chinese,
US, and other multinationals, Chinese multinationals are actually known to
leave the companies they acquire in Europe untouched and in the hands of
local management, and even aim to improve the performance of their tar-
get companies (Knoerich, 2010, 2016b). Magnitudes of Chinese acquisitions
in Europe also remain comparatively modest. In 2017, just 6.5% of non-EU
mergers and acquisitions (M&A) in the EU were from China, Hong Kong,
and Macau, with almost half (46.4%) undertaken by US and Canadian firms
(European Commission, 2019).

What cannot be ruled out is the possibility that outward FDI, even just
through the profits made from doing business in Europe and the R&D activ-
ities by Chinese companies on European soil, will over time help strengthen
Chinese multinationals and the Chinese economy. But outward FDI will
unlikely be the main factor enabling China to leapfrog in its economic and
technological development—domestic factors in China, such as inward FDI,
economic policies, and innovation performance, are much more pertinent.

National security

Some types of FDI, especially those in sensitive sectors and critical infras-
tructure, are a potential threat to national security or public order, a concern
that is elevated if the investing multinational comes from a non-allied coun-
try, a strategic competitor, or a potentially hostile state. For most countries
in the West and Europe, China has been viewed in those terms, and Chi-
nese investments have had to endure above-average scrutiny for national
security threats. Investment screening has been tightened in many coun-
tries, including European countries, to improve the assessment of potential
security implications of takeovers by firms from China and elsewhere.
There are various ways in which an investment might impact national
security. A foreign presence of a company might facilitate a home country’s
commercial and government espionage, surveillance, and intelligence gath-
ering in the recipient country. Expatriates posted from the home country
could function as spies, and investments in information and communica-
tion (ICT) technologies, such as those by Huawei Technologies in Europe,
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could become vehicles to transfer private and confidential information into
Chinese hands (Knoerich, 2015b). Chinese social media applications hold
sensitive data of consumers in the US and Europe which might not be safe
from the tentacles of the Chinese Communist Party. For this reason, the short
video app TikTok, which has millions of users in the United States, was tar-
geted by US President Donald Trump in 2020, and Beijing Kunlun Tech was
forced in 2019 to resell the gay dating app Grindr, which it had purchased
in 2016-2018. The video surveillance technologies produced by Hikvision,
a Chinese firm with investments globally, have been scrutinized for similar
privacy concerns.

Investments that are sited near strategic locations have also aroused sus-
picions. The attempted purchase in 2011 of land in Iceland (close to the
strategically important Arctic region) by Chinese investor Huang Nubo, and
Ralls Corporation’s unsuccessful purchase in 2012 of four wind farms close
to a military site in Oregon, United States, are two examples. Similarly, the
construction and operation by two Chinese companies of a space monitoring
station in Argentina, seen to be located in a strategically opportune loca-
tion, raised concerns about its potential misuse for military purposes, but
was eventually approved (Urdinez, Knoerich, Ribeiro, 2018).

Beyond surveillance, intelligence gathering, and espionage, investments
in some sectors can result in a foreign company’s control over parts of a
country’s critical infrastructure, opening up the possibility of foreign pow-
ers sabotaging associated equipment for military purposes. In sectors such
as the nuclear industry, where safety is paramount and reliability of services
provision needs to be guaranteed, ownership by a company from a strate-
gic competitor or potentially hostile state could increase the risk of foreign
interference and reduce national security. These issues were under consid-
eration in 2016 when British Prime Minister Theresa May re-evaluated the
minority participation by the China General Nuclear Power Group in con-
structing and operating the UK’s Hinkley Point C nuclear power plant in
Somerset, before eventually approving it. Telecommunications infrastruc-
ture and chips could also be tampered with to interfere with or undermine
vital communications systems needed for the basic functioning of societies,
which explains Huawei’s frequent difficulties in many European countries.
Concerns about the use of investments for military purposes have also been
raised about Chinese purchases of German airports, such as the Frankfurt
Hahn airport, though the risks have been considered manageable (Cristiani,
Ohlberg, Parello-Plesner, and Small, 2021).

Overall, the number of investments associated with such threats is low,
even if the amount of capital can be substantial in individual cases. Often, the
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security threat refers to a remote possibility (such as blowing up a nuclear
power plant) and would unlikely be realized at a large scale without major
war ensuing. In fact, economic exchanges have the potential to promote
peace (Copeland, 2015), and so could the economic interdependence result-
ing from Chinese FDI. The stakes for the Chinese of any major conflict with a
country in which its multinationals are strongly invested would also be high,
as it would put these investments and its citizens in the recipient country at
risk (Knoerich, 2015b).

Soft power

FDI can become a vehicle to enhance a country’s soft power, that is, its ability
to shape the preferences of others through attraction, persuasion, and seduc-
tion (Nye, 2004), with potential implications for political views and actions
among people and politicians in the recipient country. Through the estab-
lishment of its foreign subsidiary, FDI puts in place conditions that foster
economic integration, strengthen partnerships, and contribute to the home
country’s image. The positive impact FDI can have on the economy and
employment in recipient countries can create much goodwill and lay the
foundation for mutually beneficial long-term economic partnerships. Philan-
thropic engagements by the investor in the recipient countries could further
enhance the home country’s positive image, as could its advertisements and
commercials. The recipient country’s political elite might support invest-
ments with positive messaging, especially if the home state is a large source of
foreign investment. At the same time, FDI can also have negative implications
(for example, laying oft employees, closing down factories, or even involv-
ing illicit activities) and lead to conflicts in an investor’s relationships with
project partners, employees, and other local stakeholders. The result could be
negative perceptions of the country from where the investments originate. In
Europe, a mix of such positive and negative sentiments about Chinese invest-
ments is observable among policymakers, the media, companies and their
employees, and other stakeholders (Knoerich and Vitting, 2018). Thus, FDI
can strengthen or weaken a country’s image and soft power. Chinese invest-
ments in many places have contributed to a positive image of China, though
the Chinese government has been keen to monitor the overseas operations
of its multinationals to prevent them from engaging in activities that harm
China’s reputation (Morgan, 2019).

An extreme case in which country image and FDI can help project soft
power is a situation where the economic properties of a country and its
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multinationals offer inspiring examples to emulate, and governments in
countries receiving these multinationals’ investments become inclined to fol-
low the economic and potentially even political approaches of the investors’
home country (Lim and Mukherjee, 2019). This could at times have applied
to US multinationals, which have successfully exported US business prac-
tices and functioned as ambassadors of shareholder capitalism. Recently, the
Chinese government has become more confident in promoting its own ‘wis-
dom’ on how to develop and prosper, amid rising international interest in
China’s experience of successful economic development, especially among
developing countries (Goodburn and Knoerich, 2021; Knoerich, Mouan,
and Goodburn, 2021; Jiang, 2019). Yet, China and its multinationals are still
far from being considered a major model to emulate and are especially not
viewed in this way in Europe.

At a more individual level, FDI enables and facilitates the interaction
and mutual exchanges between people, managers, personnel, business part-
ners, and other relevant stakeholders from the home and recipient countries.
Sometimes exchanges among personnel are specifically cultivated, as has
happened in Chinese acquisitions in Germany and the United Kingdom (Liu
and Meyer, 2020). As such exchanges happen over a long period of time,
they fuel mutual understanding and engagement, though conflicts could
also emerge that spur resentment. Ultimately, these relationships can func-
tion as platforms to exchange values, perspectives, and political views. The
exchanges are bi-directional processes in which each side has some influ-
ence on the other and both sides get to know each other better. For example,
Chinese expatriates and workers might share their perspectives in Europe
while Europeans explain their own values and viewpoints to the Chinese.
Multiple factors can influence the nature of these exchanges, such as hier-
archies among people, the identities of individuals, the number of people
involved in conversations, and the location of the exchanges. An exchange
of thoughts will be different when it occurs in the European subsidiary or
the Chinese parent company. Managers and leaders in a company will have a
stronger voice when sharing opinions than employees. The result could be an
enhancement of China’s soft power in Europe by influencing the hearts and
minds of Europeans; at the same time, the Chinese side will be influenced
as a result of its integration with a European subsidiary. The net outcome of
such interactions is unknown and subject to speculation (Knoerich, 2015b).

Specific sectors may also provide favourable conditions for expansion of
a foreign country’s soft power through FDI. A good example are media
investments channelling messages in line with the perspectives of the home
country to consumers in order to influence their opinions. The China Global
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Television Network (CGTN), the international arm of state-owned China
Central Television that is seen as a mouthpiece for the Chinese Communist
Party, has opened regional offices in Chiswick Park, London, as well as in
Nairobi and Washington, D.C. Due to concerns about its political messag-
ing, the US Department of Justice issued a letter in late 2018 ordering the
company to register under the Foreign Agents Registration Act (FARA) as
an agent working for a foreign principal. In February 2021, the UK media
regulator Ofcom also temporarily revoked CGTN’s right to broadcast in the
country, due to concerns that the TV news service channel was editorially
controlled by the Chinese Communist Party (Nilsson, 2021). These kinds
of situations are likely only to emerge in a few specific sectors that have the
necessary properties to facilitate Chinese soft power. Services FDI should be
more susceptible to be used for this purpose.

In sum, FDI provides China with avenues to increase its soft power in
recipient countries, yet there appear to be many limitations. Investments are
unlikely the main aspect that determines a country’s image elsewhere, and
people tend to be subject to a cacophony of different messages from numer-
ous sources. FDI might even contribute to a negative image of China, or the
Chinese might themselves become subject to recipient country influences.

Conclusions: Implications for the Liberal
International Order

To return to the main theme of this book, what, then, are the implications
of China’s growing outward FDI for the Liberal International Order? As was
already specified at the beginning of this volume, the Liberal International
Order refers to an open, rules-based, and progressive international regime.
It involves a system promoting economic openness (in particular for trade),
international cooperation, especially through multilateral institutions, and
the global spread of liberal values and institutions, such as human rights,
representative democracy, and the rule of law. This is an international
order built under the hegemonic leadership of the United States in close
partnership with its allies (Ikenberry, 2012, 2018; Stephen and Skidmore,
2019). Despite not having been a partner in building this order, China
embraces many of its rules-based and economic openness elements, though
it still allows itself some flexibility to advance its own industrial policies.
It has an ambivalent approach to the multinational institutions created by
the Western powers, though as Jones argues in her chapter, China could
also be seen as filling some gaps in the existing system. What China rejects
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outright is the commitment to political principles such as liberal values and
democratization (Malkin, 2020).

FDI feeds on the economic openness component of the Liberal Interna-
tional Order, and China’s support for the internationalization of its multina-
tionals is testament to its endorsement of this component, although China
does exhibit some tendencies to regulate and control outward FDI. Another
indicator of its commitment to the economic openness component is China’s
position as one of the top three signatories of international investment
treaties in the world (according to UNCTAD?’s investment policy hub) and
its growing ambition to incorporate more liberal provisions in its invest-
ment treaties. This includes the conclusion of the EU-China Comprehensive
Agreement on Investment in late 2020 (which, however, has yet to be ratified).

Nevertheless, outward FDI may still be a vehicle for strengthening China’s
political leverage, possibly aimed at influencing other countries and the
institutions of the Liberal International Order as well as building up a protec-
tive bulwark against efforts to transfer liberal values and democratization to
China. This chapter has outlined various avenues of potential political impact
in recipient countries, yet it also acknowledged numerous limitations in the
extent to which Chinese multinationals effectively influence politics in those
countries.

Historically, the Liberal International Order has both facilitated the global
spread of US multinationals and been a product of their structural power. For
Chinese multinationals to influence the prevailing order at a large scale, they
would need to acquire considerable structural power themselves, yet Chinese
multinationals are unlikely to match the dominance of US companies or even
surpass them any time soon. This limits their ability to collectively mount any
meaningful challenge to the Liberal International Order. At a more modest
level, outward FDI could aid China in expanding its political influence over
specific other countries and their leaders. This is certainly possible when the
aim is to achieve specific objectives in a few issue areas, but to enjoy consis-
tent leverage in broad and important areas of domestic or foreign policy, the
amounts invested through FDI in any particular country may still be insufhi-
cient. In the areas of competitive catch-up, national security, and soft power,
outward FDI can help expand China’s political influence, yet here as well
many limitations present themselves when it comes to big political ambi-
tions and changes to the prevailing international system. In sum, each of the
five dimensions outlined in this chapter are interesting and noteworthy as
avenues of political influence, yet outward FDI cannot be considered as a
particularly suitable economic activity to support a challenge of the Liberal
International Order.
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The political dimension of FDI might not only have negative implications,
but may well yield positive outcomes for recipient countries. Chinese FDI
might contribute to the competitiveness of both China and the recipient
countries, can promote peace but occasionally be a risk to national security,
and might channel political influence in both directions between the recipi-
ent country and China. The ultimate balance on these matters has yet to be
determined.

While this chapter concludes that outward FDI is not a particularly promis-
ing instrument to mount a challenge to the Liberal International Order
(should China wish to do this), other types of investments or economic and
political activities emanating from China may well pose more substantial
threats to Europe and the international order. The purpose of this chapter was
to delineate the particular role played by FDI as a specific type of investment
and international economic activity, excluding project finance and ignoring
other aspects, some of which are covered in other chapters of this volume.
The way things currently look, it might not even need China to take down
the Liberal International Order. The rise of populism within the birthplaces
of the Liberal International Order itself—Britain and the United States—
is itself a threat to this order from within (Fukuyama and Muggah, 2018;
Mearsheimer, 2019; Patman, 2019).

No matter what the future brings in international politics, one issue this
chapter has clearly demonstrated is the need for further in-depth research
on the political impacts of FDI. This includes theoretical and conceptual
development of the political and security dimensions of FDI, and concrete
empirical research to detect and measure its political impact, possibly with
reference to each of the five aspects examined in this chapter. Such research
could focus on Chinese outward FDI, although studies of other countries
would be of equal value, as there is a general knowledge deficit on the political
and security dimensions of FDI that requires urgent scholarly attention.

Bibliography

Abdelal, R. 2013. ‘The Profits of Power: Commerce and Realpolitik in Eurasia.
Review of International Political Economy 20 (3): pp. 421-456.

Babic, M., J. Fichtner, and E. M. Heemskerk. 2017. ‘States versus Corporations:
Rethinking the Power of Business in International Politics. The International
Spectator, 52 (4): pp. 20-43.

Benabdallah, L. 2019. ‘Contesting the International Order by Integrating It: The Case
of China’s Belt and Road Initiative’ Third World Quarterly 40 (1): pp. 92-108.

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



202 Rising Power, Limited Influence

Bhattacharya, A. 2016. ‘Conceptualizing the Silk Road Initiative in China’s Periphery
Policy’ East Asia 33 (4): pp. 309-328.

Breuer, A.,and A. I Johnston. 2019. ‘Memes, Narratives and the Emergent US-China
Security Dilemma. Cambridge Review of International Affairs 32 (4): pp. 429-455.

Brinza, A. 2020. ‘China and the Budapest-Belgrade Railway Saga. The Diplomat, 28
April.

Callahan, W. A. 2016. ‘China’s Belt and Road Initiative and the New Eurasian Order’
Policy Brief 22/2016. Norwegian Institute of International Affairs.

Copeland, D. C. 2015. Economic Interdependence and War. Princeton: Princeton
University Press.

Cristiani, D., M. Ohlberg, J. Parello-Plesner, and A. Small. 2021. “The Security Impli-
cations of Chinese Infrastructure Investment in Europe. The German Marshall
Fund of the United States Report. September 2021.

European Commission. 2019. Commission Staff Working Document on Foreign
Direct Investment in the EU: Following up on the Commission Communication
‘Welcoming Foreign Direct Investment while Protecting Essential Interests’ of 13
September 2017. Brussels, 13 March.

de Graaff, N., T. ten Brink, and I. Parmar. 2020. ‘China’s Rise in a Liberal World Order
in Transition—Introduction to The FORUM. Review of International Political
Economy 27 (2): pp. 191-207.

Doremus, P. N., W. W. Keller, L. W. Pauly, and S. Reich. 1998. The Myth of the Global
Corporation. Princeton: Princeton University Press.

Fallon, T. 2015. ‘The New Silk Road: Xi Jinpings Grand Strategy for Eurasia.
American Foreign Policy Interests 37 (3): pp. 140-147.

Fasslabend, W. 2015. ‘The Silk Road: A Political Marketing Concept for World
Dominance’ European View 14 (2): pp. 293-302.

Fukuyama, F., and R. Muggah. 2018. ‘How Populism Is Poisoning the Global Liberal
Order’. World Economic Forum, 6 February.

Gilpin, R. 2001. Global Political Economy: Understanding the International Economic
Order. Princeton, NJ: Princeton University Press.

Goodburn, C., and J. Knoerich. 2021. ‘Importing Export Zones: Processes and
Impacts of Replicating a Chinese Model of Urbanization in Rural South Indial
Urban Geography 43 (10): pp. 1496-1518.

Haskell-Dowland, P. 2020. ‘A Storm In a Tiktok’ East Asia Forum, 30 August.

Hopkins, V. 2021. ‘Montenegro Calls for EU Help Over $1bn Chinese Highway Loan.
Financial Times, 11 April.

Hornby, L. 2017. ‘Communist Party Asserts Control Over China Inc. Financial
Times, 3 October.

Ikenberry, G. J. 2012. Liberal Leviathan: The Origins, Crisis, and Transformation of
the American World Order. Princeton: Princeton University Press.

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



The Political Dimensions of Chinese Outward FDI 203

Ikenberry, G.J. 2018. “The End of Liberal International Order?’. International Affairs
94 (1): pp. 7-23.

Jiang, Y. 2019. ‘Chinese Wisdom: New Norms for Development and Global Gover-
nance. In China’s 19th Party Congress: Start of a New Era, edited by K. Brown,
pp- 177-203. London: World Scientific Publishing Europe.

Jones, L., and J. Zeng. 2019. ‘Understanding Chinas “Belt and Road Initiative™
Beyond “Grand Strategy” to a State Transformation Analysis. Third World Quar-
terly 40 (8): pp. 1415-1439.

Knoerich, J. 2010. ‘Gaining from the Global Ambitions of Emerging Economy Enter-
prises: An Analysis of the Decision to Sell a German Firm to a Chinese Acquirer’
Journal of International Management 16 (2): pp. 177-191.

Knoerich, J. 2012. ‘The Rise of Chinese OFDI in Europe’ In Chinese Interna-
tional Investments, edited by I. Alon, M. Fetscherin, and P. Gugler, pp. 175-211.
Basingstoke: Palgrave Macmillan.

Knoerich, J. 2015a. ‘China’s Outward Investment Surge’. In World Scientific Reference
on Globalisation in Eurasia and the Pacific Rim—Volume 1: Foreign Investment,
edited by D. A. Dyker, pp. 273-298. Singapore: World Scientific Publishing.

Knoerich, J. 2015b. “The Role of High Technology in Mainland China’s Outward
Investment into Taiwan: Economic, Security and Cultural Dimensions. In Cross-
Taiwan Strait Relations in an Era of Technological Change: Security, Economic and
Cultural Dimensions, edited by P. I. Crookes and J. Knoerich, pp. 96-117. London:
Palgrave Macmillan UK.

Knoerich, J. 2016a. ‘Has Outward Foreign Direct Investment Contributed to the
Development of the Chinese Economy?’ Transnational Corporations 23 (2):
pp- 1-48.

Knoerich, J. 2016b. “‘Why Some Advanced Economy Firms Prefer to Be Taken
Over by Chinese Acquirers. Columbia FDI Perspectives, No. 187, 21 November
2016.

Knoerich, J., and T. Miedtank. 2018. “The Idiosyncratic Nature of Chinese Foreign
Direct Investment in Europe’ CESifo Forum 19 (4): pp. 3-8.

Knoerich, J., L. Mouan, and C. Goodburn. 2021. ‘Is China’s Model of SEZ-Led Devel-
opment Viable? A Call for Smart Replication. Journal of Current Chinese Affairs 50
(2): pp. 248-262.

Knoerich, J., and F. Urdinez. 2019. ‘Contesting Contested Multilateralism: Why the
West Joined the Rest in Founding the Asian Infrastructure Investment Bank’ The
Chinese Journal of International Politics 12 (3): pp. 333-370.

Knoerich, J., and S. Vitting. 2018. ‘Controversies and Contradictions about Chinese
Investments in Europe’ EuropeNow 18.

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



204 Rising Power, Limited Influence

Knoerich, J., and S. Vitting. 2021. “The Distinct Contribution of Investment Pro-
motion Agencies’ Branch Offices in Bringing Chinese Multinationals to Europe.
Journal of World Business 56 (3): 101187.

Leverett, F, and B. Wu. 2016. “The New Silk Road and China’s Evolving Grand
Strategy’. The China Journal 77: pp. 110-132.

Lim, D. J., and R. Mukherjee. 2019. “‘What Money Can’t Buy: The Security External-
ities of Chinese Economic Statecraft in Post-War Sri Lanka. Asian Security 15 (2):
pp. 73-92.

Liu, Y., and K. Meyer. 2020. ‘Boundary Spanners, HRM Practices, and Reverse
Knowledge Transfer: The Case of Chinese Cross-Border Acquisitions. Journal of
World Business 55 (2): 100958.

Luo, Y., Q. Xue, and B. Han. 2010. ‘How Emerging Market Governments Pro-
mote Outward FDI: Experience from China. Journal of World Business 45 (1):
pp- 68-79.

Malkin, A. 2020. ‘Challenging the Liberal International Order by Chipping Away at
US Structural Power: China’s State-Guided Investment in Technology and Finance
in Russia. Cambridge Review of International Affairs 33 (1): pp. 81-104.

Mearsheimer, J. 2019. ‘Bound to Fail: The Rise and Fall of the Liberal International
Order’. International Security 43 (4): pp. 7-50.

Meunier, S. 2014. ‘Divide and Conquer? China and the Cacophony of Foreign Invest-
ment Rules in the EU. Journal of European Public Policy 21 (7): pp. 996-1016.

Meunier, S., B. Burgoon, and W. Jacoby. 2014. “The Politics of Hosting Chinese
Investment in Europe—An Introduction’ Asia Europe Journal 12 (1): pp. 109-126.

MOFCOM. 2019. 2018 Statistical Bulletin of China’s Outward Foreign Direct Invest-
ment. Beijing: China Commerce and Trade Press.

Morgan, P. 2019. ‘Can Chinas Economic Statecraft Win Soft Power in Africa?
Unpacking Trade, Investment and Aid. Journal of Chinese Political Science 24 (3):
pp- 387-409.

Nilsson, P. 2021. ‘Chinese State Broadcaster Regains Right to Broadcast in the UK.
Financial Times, 9 April.

Norris, W. J. 2016. Chinese Economic Statecraft: Commercial Actors, Grand Strategy
and State Control. Ithaca and London: Cornell University Press.

Nye, J. 2004. Soft Power: The Means to Success in World Politics. Cambridge, MA:
Public Affairs.

OECD. 2008. OECD Benchmark Definition of Foreign Direct Investment. Paris:
Organisation for Economic Co-operation and Development.

ONS. 2020. UK Foreign Direct Investment, Trends and Analysis: August 2020. Office
for National Statistics, 3 August.

Patman, R. 2019. ‘The Liberal International Order and Its Populist Adversaries
in Russia, UK and USA. In Populism and World Politics: Exploring Inter- and

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



The Political Dimensions of Chinese Outward FDI 205

Transnational Dimensions, edited by F. Stengel, D. MacDonald, and D. Nabers,
pp- 277-303. Cham: Palgrave Macmillan.

Sauvant, K. P, and V. Z. Chen. 2014. ‘China’s Regulatory Framework for Outward
Foreign Direct Investment’ China Economic Journal 7 (1): pp. 141-163.

Sauvant, K. P, P. Economou, K. Gal, S. W. Lim, and W. Wilinski. 2014. ‘Trends In
FDI, Home Country Measures and Competitive Neutrality’ In Yearbook on Inter-
national Investment Law & Policy 2012-2013, edited by A. K. Bjorklund, pp. 3-107.
New York: Oxford University Press.

Starrs, S. 2013. ‘American Economic Power Hasn’t Declined—It Globalized! Sum-
moning the Data and Taking Globalization Seriously’ International Studies Quar-
terly 57 (4): pp. 817-830.

Stephen, M. D., and D. Skidmore. 2019. ‘The AIIB in the Liberal International Order’
The Chinese Journal of International Politics 12 (1): pp. 61-91.

Strange, S. 1987. “The Persistent Myth of Lost Hegemony’. International Organization
41 (4): pp. 551-574.

Strange, S. 1996. The Retreat of the State: The Diffusion of Power in the World
Economy. Cambridge: Cambridge University Press.

Trinkunas, H. 2016. ‘Renminbi Diplomacy? The Limits of Chinas Influence On
Latin America’s Domestic Politics. Geoeconomics and Global Issues, Paper 3, The
Brookings Institution.

UNCTAD. 2010. World Investment Report 2010: Investing in a Low-Carbon Economy.
New York and Geneva: United Nations.

UNCTAD. 2019. World Investment Report 2019: Special Economic Zones. Geneva:
United Nations.

UNESCAP. 2020. Outward Foreign Direct Investment and Home Country Sustainable
Development. Studies in Trade, Investment and Innovation, 93. Bangkok: United
Nations.

Urdinez, E, J. Knoerich, and P. F. Ribeiro. 2018. ‘Don’t Cry for Me “Argenchina’
Unraveling Political Views of China Through Legislative Debates in Argentina.
Journal of Chinese Political Science 23 (2): pp. 235-256.

Wu, X. 2018. ‘China in Search of a Liberal Partnership International Order’ Interna-
tional Affairs 94 (5): pp. 995-1018.

202 AIne 1.0 uo 1sanb Aq |619G/500q/Wwod dno olwspese//:sdny WwoJj papeojumoq



10
Catalyst for Stasis?

China’s Engagement with Developing States and its
Influence on International Development Assistance

Catherine Jones

Introduction

This volume considers China’s influence in Europe through its economic
investments. In this chapter, I argue that this influence is evident not only
in how China directly engages with states within Europe, but that China’s
engagement with the international development architecture and its invest-
ments in developing states also produces effects—tantamount to influence—
in Europe.

China’s role in providing aid and infrastructure assistance continues to
attract attention and scholarship. China’s engagement with developing states,
particularly in Africa, has been seen as being instrumental in the People’s
Republic of China (PRC, hereafter China) gaining the UN Security Council
seat from the Republic of China (hereafter Taiwan) in 1971. More recently,
attention has been focused on China’s creation of and engagement in formal
multilateral forms of development and infrastructure assistance.

The debates on how China engages with existing international trade and
financial institutions and practices have been broadly considered in terms of
rule-breaking, rule-making, or rule-changing (see, for example, Lee, Chan,
and Chan, 2012; Hopewell, 2015: 327-332; Wang, 2017). More recent schol-
arship in this area has further refined these categorizations, highlighting the
role China plays in shaping practices from outside institutions (Hopewell,
2019).

In the context of this book Chinas demonstrated agency in creating
changes to the broader aid and investment architecture is particularly rele-
vant. China remains outside the Organisation for Economic Cooperation on
Development-Development Assistance Committee (OECD-DAC) coun-
tries, but it has an effect on the decisions they make. In this regard, this

Catherine Jones, Catalyst for Stasis?. In: Rising Power, Limited Influence. Edited by: Indrajit Roy, Jappe Eckhardt,
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chapter considers influence to come in different forms: direct and indirect.
Other chapters of this volume assess the direct forms of influence that China
has by acting in or with European states. This chapter instead considers how
Chinese investments in the developing world have consequences in Europe
and therefore generate indirect Chinese influence.

Significantly for this volume, this shaping happens in two political loca-
tions: through China’s actions in partnership with the aid recipient, and
through China’s engagement with European partners in investments in
Europe where lessons from aid practices and Foreign Direct Investment
(FDI) in low-income states are being attempted to be replicated at the same
time the EU and its member states seek to learn from the demonstrated prac-
tices of China in its aid engagement and apply lessons learned to their own
agreements with China. As a result, understanding the role China plays in
aid and investment in developing countries is essential underpinning work
in understanding relationships between China and Europe in investment,
particularly in relation to the Belt and Road Initiative (BRI).

Background

Understandings of China’s approach to international development have
broadly fallen into two arguments. On the one hand, China is clearly striving
to be an agenda-setter—at least in Asia, and potentially further afield (Ekman,
2015: 4). In the development space this ability to set the agenda has been
widely acknowledged. As far back as 2011, then UK development secretary
Andrew Mitchell stated, ‘Chinese investors, Brazilian social entrepreneurs
and Indian bloggers now rival Oxford and Oxfam in setting the development
agenda’ (Mitchell, 2011; see also Jones, 2019). As a result, China’s entry as a
significant development actor has been seen as shaping and setting a (new)
development agenda for over a decade. According to these arguments, China
is a challenger to the existing architecture.

On the other hand, a smaller group of scholars (Jones, 2019; Loke, 2018)
and commentators make the argument that China may be instrumental in
modifying what already exists within established development architectures
and is creating parallel complementary approaches. China in this sense is a
modifier. This characterization, then, draws on the debate indicated above
regarding China as a rule-breaker, maker, or changer (Lee, Chan, and Chan,
2012).

At the intersection of these two sets of arguments lies the example of the
Asian Investment Infrastructure Bank (AIIB) and other Chinese-inspired
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multilateral institutions. The creation of the AIIB, the New Development
Bank (NDB), and the Belt and Road Initiative (BRI—formerly known as
One Belt, One Road—OBOR) has further spurred discussion and analy-
ses that argue that China is challenging the current aid architecture which
has been dominated by Western powers through the Organisation for Eco-
nomic Cooperation and Development (OECD), guided by the Development
Assistance Committee (DAC), and engagement with the Bretton Woods
institutions (see, for example, Hameri and Jones, 2018; Liao, 2015; Peng
and Tok, 2016; Reisen, 2015; Ren, 2016; Stephen and Skidmore, 2019). This
chapter makes a distinction: the aid architecture is being challenged, China
is a key development actor, but that does not mean China is challenging the
existing liberal order of development.

Within these analyses there is an excellent focus on how the AIIB and
other Chinese-led institutions arise from frustrations with the Western lib-
eral approach to development (for example, Liao, 2015), and although there
is a common observation that the inspiration for creating these new China-
centric approaches was this frustration, it is also becoming clear that—at
least in the first years of existence—the functional operations of these new
approaches mimic the existing banks (Hameri and Jones, 2018; Wilson,
2019).

The quality of the empirical work across these articles is not in dispute.
What is missing from these analyses is a common framework to assess the
nature or scope of the challenge that China’s actions present. For example,
Beverley Loke (2019) argues that China is not seeking to challenge US
hegemony or the Liberal International Order wholesale, but rather to be rec-
ognized as being central, whereas Stephen and Skidmore argue that ‘the AIIB
stands in a relationship of partial accommodation and partial challenge to the
LIO’ (2019: 65, emphasis in the original).

As a result, we have a collection of literatures all seeking to understand
China’s role in international aid provision and its functional contribution to
enhancing infrastructure. But, within this broad objective we have several
foci: What is China functionally doing? What does China want to achieve
politically? Is China a challenge to Western or liberal aid provision? Is China
actively seeking to challenge or undermine the effectiveness of aid provision
by other actors?

In the introduction to this volume, Hu and Roy set out a clear framework
for understanding here. In particular, they outline that China’s power may be
conceptualized as being resource based or influence based. They note also the
significance of intentionality, that China’s power—demonstrated through its
investments—produces consequences, but not all of these consequences may
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be intended. Hence, it is not straightforward to claim that because China has
produced a consequence (in European states approaches to investment in the
developing world) this was China’s intention. Similarly, Hu and Roy point out
that influence does not infer there is a conflict of interests. Although, it should
be noted that identifying influence is methodologically more straightforward
when such a conflict exists. This element of influence is developed in this
chapter by arguing that China’s presence as a development actor has catalysed
actions that European states and development scholars had already identified
as being necessary. Hence, China’s influence here was to accelerate a process,
rather than change its direction.

This chapter seeks to engage with this debate on the nature and objective
of China’s role in aid and infrastructure and does so by framing it in terms
of whether China is challenging the status quo of development assistance.
It presents a new schema for analysis, dividing out different types of chal-
lenge that China could instigate, but it also seeks to reflect that how China
integrates its approaches within the existing architecture is affected by the
architecture as well as by China’s actions. Hence our analyses need to take
into account that both cogs are turning, not just one.

In this context, the argument is made that through these developments
China is a catalyst for a form of stasis. In making this argument a differentia-
tion is made that this ‘stasis’ is premised on an understanding that the liberal
international aid architecture is always evolving, it needs to adjust for lessons
learnt, to new opportunities and new ideas. Hence, rather than understand-
ing the liberal order as an entity with fixed contents and institutions, it is an
organism of practices and norms that change incrementally in response to
a variety of inputs. It therefore is not a static constant entity, but one that is
constantly adjusting.

China’s role in this adjustment is to change the tempo (both in terms of
speed of change and intensity of input) of adjustments in some directions,
but also to fill in gaps that emerge in this architecture—importantly gaps that
would otherwise have to be filled by liberal or Western actors and that ham-
per a range of concerted development activities. For example, in providing
support for education (particularly of women and girls) in schools, there is
a created gap in further, higher, and tertiary education provision, and this
created gap is partially filled by China’s approach to scholarships for degrees.
This provision by China allows and facilitates other actors to continue to
focus on school education. In essence, China has enabled liberal develop-
ment actors to continue their agenda, although they may also adjust what
they are doing in light of additional provision. This in essence means China’s
presence as a development actor provides evidence of gradual incremental
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innovation that is generated by other aid actors responding to China’s pres-
ence rather than these changes being caused by China. But, China’s presence
is not solely in a ‘filling’ capacity. In the places we see innovation and change,
non-status approaches are the result of China’s presence widening existing
fractures or fissures in global consensus in aid, rather than radically overhaul-
ing the OECD-DAC/Bretton Woods approach. I argue that understanding
the places where China maintains the status quo, or widens existing fis-
sures, is essential in understanding the relationship to Europe in terms of
investment.

In developing this argument, the chapter separates out different ways of
‘seeing’ China’s challenge and maps this to different identification of ‘causes’:
passive, permissive, catalytic, entrepreneurial. The chapter then explores the
implication that, if a challenge is being created, it is necessarily normatively
bad. This chapter makes the argument that the presence of China as a trig-
ger for change (or an input for incremental adjustment) may actually benefit
and force specialization, improvements, re-evaluation, and new approaches
within the existing aid architecture, rather than posing a destructive challenge
to it.

China As a Challenge to International Aid Praxis

There have been three distinct phases or focal points in the debate on
China’s engagement with the international aid architecture. The first phase
was centred on China’s relations with states, particularly those who could
help China to achieve its objective of claiming the seat in the United Nations
Security Council,. Subsequently, this discussion of China’s engagement with
African states has both deepened and become more specific. See, for example,
Alden (2007); Brautigam (1998, 2011); Dent (2011); and Taylor (2009,
2011).

The second phase or grouping of China’s aid engagement was to focus
on China’s perceived challenge to or ability to sustain the international aid
architecture and particularly the aid practices of the Bretton Woods system
(Goldstein and Lardy, 2005; Wang, 2015; Wu, 2018). China’s engagement
with the Bretton Woods institutions encompasses a huge range of topics and
almost all of them court controversy. For example, China’s currency pegging,
changing World Bank and IMF voting shares, and WTO membership have
all risen to the fore in gaining international attention. At least in part there
is a concern that China will challenge or compete with the practices and
approaches of these institutions, by providing and provoking an alternative
to the rules of global governance (see Wu, 2018).
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The final—but related—aspect of China’s engagement with the develop-
ment architecture is in its development of challenger institutions—the BRI
and the AIIB. From the debates on China’s challenge to the Bretton Woods
and OECD aid architecture, it is not only that China challenges in bilat-
eral ways, but that China institutionalized its alternative to the existing
frameworks, objectives, and definitions of development (Jones, 2019: 258).

The World Bankis operating in a world of increasing diversity of actors; it is
not only new powers as individual agents that contribute to this multiplicity,
but also the manner of their engagement with each other, and the impor-
tance of regional approaches to development (Subacchi, 2008). As noted by
Sophie Harman and David Williams (2014), the World Bank is increasingly
concerned about the rise of regional fledged development actors. Among
these competing actors are the new BRICS bank or New Development bank
(Bracht, 2013; Trevisani, 2013), the AIIB, and the BRI.

Within these debates it is common for China to be presented as a
challenger or a changer of the existing development architecture (see for
example Mawdsley, 2007). Moreover, it is presented or implied that China’s
engagement is a normative bad. These conclusions contain three impor-
tant assumptions. First, that China does something substantively different in
terms of the aid it provides. Second, that what it does is unwelcome, unhelp-
ful, or contrary to the existing approaches adopted by the OEDC-DAC states.
Third, it assumes the aid architecture and its approach is in stasis rather
than evolving in response to new approaches, critiques, and challenges. How-
ever, this form of argument is being increasingly challenged, and scholars
including Wang (2017) and Wu (2018) increasingly indicate that China’s
role is more nuanced, supporting the continuation of some aspects of global
financial institutions but reforming or rebalancing others.

Is China’s approach different?

A fundamental recurring theme of these debates revolves around the ques-
tion ‘how different is China?’ Particularly concerning the so called Beijing
Consensus (Halper, 2010; Peerenboom, 2007; Ramo, 2004) or China model
(Breslin, 2011; Zhao, 2010), there are claims that ‘The Chinese have subse-
quently walked through an open door with an alternative philosophy that
makes few demands on the internal root and branch of client states’ (Halper,
2010: 36; see also Jones, 2019).

This argument makes three assumptions about Chinas approach:
(1) China has an alternative philosophy or teleology of what counts as
development; (2) that the liberal order states make no demands of client
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states; and (3) that there were already weakness and problems in the aid
architectures and practices (for a longer discussion see, Jones, 2019: part
3). The first two parts of this argument are supported in the literature on
China’s new institutionalized approach to aid and investment. As Liao puts
it: “In fact, the AIIB’s Articles of Agreement have remarkably similar (and
broad) operating guidelines to banks within the Bretton Woods framework,
but bar members from influencing political affairs’ (2015). Wang (2015:
4) puts it more starkly, positioning the role of the AIIB as neither revolu-
tion nor affirmation: ‘the AIIB does not constitute a new Bretton Woods
moment or a total triumph for China in the broad sense’ Other authors
adopt a similar approach in considering the ‘coherence’ of China’s approach
with other approaches to development finance and identifying that schol-
ars have overemphasized the challenge that rising powers present (Heldt
and Schmidtke, 2019: 1180). A crucial nuanced point here is that the chal-
lenge or the change that China does present is that whereas China’s approach
doesn’t seek political influence, it does place longer-term economic demands
on states.

The third element is of particular interest as it suggests that rather than
China having a deliberate intention or agency over change or at least the
most feasible, there were pre-existing issues that have made China’s approach
appealing. In consequence, it is not necessary for China to have an alter-
native guiding philosophy to be ‘distinct and different’ in how it enacts its
aid policies—it just needs to do different things. If this is the case, it should
affect how we conceptualize China as a development actor and subsequently
how coordination activities take place. Consequently, the aim of this paper
is not particularly concerned with related (and in some cases overlapping)
debates surrounding the China model/Beijing Consensus; rather it looks in
more detail at the type of agent China is in the wider context of aid infras-
tructure. As such, this paper broadly agrees with the trend in the literature
that seeks to outline the nuance of China’s position by presenting a frame-
work through which China’s agency can be consistently assessed. It therefore
develops aspects of the introduction developed by Hu and Roy in this vol-
ume in considering intentionality of consequences of influence and conflict
of interests.

Is the aid system static?

The third element above, that China has walked through an open door, sug-
gests that both China’s own agency and the context in which it is acting are
both key components in any change we perceive in the liberal international
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architecture. A problem with the existing analyses is that they struggle with
being able to capture that both parts of interaction are important in under-
standing change.

According to the rules of association with the OECD, all states have to
sign up to a common aid architecture which includes a set of criteria of what
constitutes official development assistance. Up to 2017 this was:

‘The DAC defined ODA as “those flows to countries and territories on the
DAC List of ODA Recipients and to multilateral institutions which are:

i. provided by official agencies, including state and local governments, or
by their executive agencies; and
ii. each transaction of which:
- is administered with the promotion of the economic development
and welfare of developing countries as its main objective; and
- is concessional in character and conveys a grant element of at least
25% (calculated at a rate of discount of 10%)”. (OEDC, no date)

Since 2017 this definition has been updated to include further specifications
and greater nuance:

‘Official development assistance flows are defined as those flows to coun-
tries and territories on the DAC List of ODA Recipients and to multilateral
development institutions which are:

i. provided by official agencies, including state and local governments, or
by their executive agencies; and
ii. each transaction of which:
- is administered with the promotion of the economic development
and welfare of developing countries as its main objective; and
- is concessional in character. In DAC statistics, this implies a grant

element of at least (see note 4).

« 45 per cent in the case of bilateral loans to the official sector of
LDCs and other LICs (calculated at a rate of discount of 9 per cent).

« 15 per cent in the case of bilateral loans to the official sector of
LMICs (calculated at a rate of discount of 7 per cent).

« 10 per cent in the case of bilateral loans to the official sector of
UMIC:s (calculated at a rate of discount of 6 per cent).

« 10% in the case of loans to multilateral institutions (see note 5)
(calculated at a rate of discount of 5% for global institutions and
multilateral development banks, and 6% for other organisations,
including sub-regional organisations) (see notes 6 and 7). (OECD,
no date)
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This change in itself demonstrates that the liberal countries’ approach to aid
is not static, but responds to a changing field of development activities. One
such activity is the arrival of China as a development and investment actor.
However, it is not the only important factor.

Looking at China’s importance in this change from the variation or scal-
ing of the component of grants and separating out different sectors of types
of assistance, this appears to mimic the approach to official assistance that
China has adopted. Specifically, the action of reducing the ‘gift’ or grant com-
ponent and increasing the economic cooperation activities and investments
with developing states (Brautigam, 2010; Jones, 2019: pt. 3; Tan-Mullins
et al., 2010: 876) seems to replicate the commercial approach of China.
As a result, understanding these dynamics would have an implication for
understanding China’s FDI engagement in Europe.

Alternative reasons for the change in the aid definition are hard to find,
but they include the reasons of the DAC countries themselves. The UK gov-
ernment committed itself to spending 0.7% of GNI (gross national income)
on official development assistance by 2013. The UK, along with other devel-
oped states, has consistently met this obligation. However, the change in
definition by the OECD of what official assistance is has allowed different
types of economic and other engagement to be counted as aid—for example
the UK sought to ensure that its contribution to peace and security in con-
flict areas was also able to be counted as ‘aid’ (Bond, 2016). However, the new
methodology of calculating what counts as ODA has also changed, resulting
in the production of incomparable data between pre- and post-2017 defini-
tions. Significantly, it also means that it appears Western states are giving less
in aid (Reliefweb, 2019). This means of calculating the amount of ODA may
bring the OEDC approach more in line with the approach to calculating Chi-
nese ODA—where commercial investments are excluded (Brautigam, 1998:
211, 2011: 168-172. For a longer discussion of the problems of calculating
Chinese aid, see Jones, 2019: 200-202).

The change in the OECD-DAC definition of aid doesn’t appear to have a
direct link to any requests or specific actions by China. But instead it is the
result of an internal four-year-long negotiation between states to change the
definition and calculation of ODA. Yet, the movement in how the definition
and calculation methodology of ODA could bring the DAC countries actions
closer to the aid modalities of China. A question then arises of how do we
account for China’s effect here?

The actions of the UK government since the change in definition of ODA,
in particular the merging of the Department for International Develop-
ment (DfID) with the Foreign and Commonwealth Office (FCO), appears
to confirm this impetus, so that in keeping the same headline figure for
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aid of 0.7% of GNI, different international activities are counted in rather
than counted out. Hence making it easier to meet international obliga-
tions without adding more aspects to development assistance. Despite the
potential there has still been a reduction in the assistance provided by
DAC members since 2017. Indeed, the UK’s commitment to contributing
0.7% of GNI to development was reduced to 0.5% during the COVID-19
pandemic.

Akey criticism of Chinese assistance has been that it explicitly furthers the
interests of the Chinese government, whereas the charitable or grant aspect
of ODA assistance was ostensibly to distance the gift from the interests of the
sender state. This claim was always a fallacy but, in the last decade from 2010
to 2020, successive DAC countries have sought to more explicitly demon-
strate the link between their aid and their interests. For example, in explain-
ing the importance of the merger of these two departments into the Foreign
Commonwealth and Development Office, the government announced: “This
is exactly the moment when we must mobilise every one of our national
assets, including our aid budget and expertise, to safeguard British interests
and values overseas’ (Gov.UK, 2020). This approach to making the interests
of Western countries clear echoes the words of the German Chancellor in
response to the announcements of the Forum on China-Africa Cooperation
(FOCAC) III, that ‘European policy towards Africa should not be based on
“charity arguments” as ... in the past but on our “stalwart interests” (quoted
in Taylor, 2011: 74; see also Jones, 2019: 229). Why is it now necessary for
Western governments to use ODA to more explicitly champion their own
interests? Again it is clear that a correlative argument can be made that this
change is in response to the presence of China and an aid giver, but the causal
claim is less evident.

So far in this discussion, I have only highlighted the correlation of actions
of the DAC in terms of aid to those of China. However, it is also important to
factor in that it has been well noted in the literature that it is not only China
(not an DAC member) that has different approaches to aid and how it is allo-
cated. Brautigam (2011: 80) noted that both South Korea and Japan operated
systems of aid that were recipient-led and also adopted assistance practices
similar to China’s recipient-led shared risk approach prior to their member-
ship of the DAC group. Contrary to the argument in China’s challenge to
Liberal Norms (2019), where it was claimed that changes in aid modalities in
the OECD triggered by South Korea and Japan were likely to have occurred
when those states joined, I would add a rejoinder or modifier to that argu-
ment, that the direct cause of the change in the OECD definition may have
been the demonstrated experience of Japan and South Korea, but that catalyst
for the need to make the change could plausibly be China.
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This section has demonstrated two important things: (1) that in under-
standing China’s effects of the liberal aid architecture, it is essential to develop
a new conceptual framework to enable different types of causal effects to
be disaggregated; and (2) within this framework it is vital to acknowledge
that the ‘effecting agents’ are both in motion, the international aid sys-
tem is also developing and adjusting at the same time China is acting the
aid space.

China as a Catalyst for Change? A Conceptual Framework

One issue arising from this—very brief—review of the relevant literatures is
causation. Across these literatures it becomes clear that the problem of cau-
sation is alive and well in exploring China’s relationships here. Looking at
China as a development partner or a challenger in providing investments, the
most obvious approach is to adopt a view of causation associated with Hume
(Hollis, 2008: 49; see also Jones, 2019)—A caused B to act in a particular way.
However, as noted in the introduction to this volume (Hu and Roy) and in
considering difference forms of causation (see Kurki, 2008: 296-297; Wendt,
2003: 495; see also Jones, 2019: 16), it is clear that in developing debates on
the effect of China’s use of material power and its influence, is not equal to
arguing that these effects reflect the intentional outcome that China sought.

In line with that framework and the wider conception of causation dis-
cussed above, this chapter argues that it is China’s presence rather than its
intention that allows consideration of China as a ‘cause’ or the influencer of
changes in practices and policies. In this sense identifying China’s presence
as the cause of any changes in approach is difficult, and in the data we are only
likely to see a correlation of timing rather than a specific binary link between
China’s actions and any changes in the investment architecture.

As aresult of these different relationships and different approaches to cau-
sation, it is possible to identify three possibilities for understanding how
China engages with these institutions:

(1) China is providing alternative ideological or pragmatic methods to
determine how to do aid; the presence of this alternative then chal-
lenges the principles that underpin the practices of Western institu-
tions and investment actors;

(2) China, by just providing an alternative venue for seeking loans and
finance, contributes to the negation of the effectiveness of these insti-
tutions’ strategies, rendering changes/modifications more likely;
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(3) The presence of China acts as a catalyst for demonstrating that these
institutions are simply no longer necessary or ‘fit for purpose’ in the
globalized world of today, and consequently they must adjust and
adapt their own approaches.

In parallel with these differential ‘inputs’ that China as an investment actor
might have, there are also a multitude of effects that we might want to
consider as a response to this. So, in addition to considering the type of
agent China is, there is—whether implicit or explicit—a tendency to assume
changes or outcomes are the result of China’s actions rather than a correlation
to China’s behaviours or practices.

This chapter makes the argument that although China is an agent and
is a trigger or catalyst for responses within investment architecture across
Europe, the effect that is having is to curtail or limit changes that might
be increasingly liberal and politically tied development investments, and
in some places and development locations China fills in development gaps
that enable the continuation of liberal approaches to investment. As such, it
contributes to maintaining a status quo.

It is evident from these three possible outcomes of the literature that they
are in part premised on the type of causation that is sought when looking at
China.!

Framework, data, and research issues

The data in this paper draws heavily on open-data sources. In the past
few years new databases have been developed to aid researchers exploring
engagements of different actors in countries. The International Aid Trans-
parency Index (IATI, Extractive Industries Index (EITI), Gap Minder (2020),
and aid data (Aidata, 2020) give a good picture of both the ‘gaps’ in the data
and ‘gaps’ in the interlinks between projects. The discussion and exposure of
these gaps may then enable better ‘coordination’ between partners, but also
may enable smaller donors to contribute small interstitial projects that have
a significant transformative effect.

One significant area for discussion in this paper is how to understand the
issues relating to China as a cause of change/challenges to existing bank prac-
tices and how to identify China’s presence being merely correlative to changes

! Adopting an Aristotelian four-causes approach, it becomes evident that some of the challenge pre-
sented by challenge is through formal causes rather than efficient causes. For a greater discussion of the
distinction between these, see Aristotle (1993: Books 4-6); Kurki (2008: 296-297); and Wendt (2003:
495).
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Table 10.1 Types of causes and definitions

Type of Cause Definition

Catalyst Accelerates trend or changes that had previously been identified in the
aid literature or by development actors.

Permissive The presence of an alternative actor taking on some projects (for
example building roads) enables other types of projects by other actors.

Entrepreneur Developing new ideas for how to approach development or aid projects.

This approach encompasses ideas that include presenting a new
alternative that is deliberate and geared towards China mapping out a
‘new’ world order.

Passive An actor doing actions that are necessary for its (China’s) own growth
and development of future. Its other actors or effects are therefore
outside its immediate concerns.

already taking place. In seeking to overcome this problem, this paper suggests
a typology for what kind of effect China may be having.

Moving the discussion away from partner or competitor is important in
setting out alternative means to engage with China as well as for identifying
‘gaps’ in coordination. Consequently, this paper puts forwards four possibil-
ities for understanding China and the bank and therefore awareness of the
risks of creating gaps (see Table 10.1).

Opening up this different approach to understanding China’s aid engage-
ment also opens up space to discuss gaps in development and how to engage
China in filling them. Importantly, it is essential to recognize that these pos-
sibilities are not mutually exclusive. It is possible for China to be a catalyst
in the area of debt sustainability but also a permissive cause that enables the
effects of catalysed actions to come about.?

In moving towards looking at the data in this area three different elements
are explored: infrastructure, education, and debt sustainability.

Probative Analysis of the Data

This section provides an initial discussion of the above framework in relation
to data currently available on infrastructure projects, education, and debt sus-
tainability and management. This section illustrates the utility of the above
framework in better understanding the nature of challenge or contest that
China presents to the liberal order.

? This point then bridges discussions of multiple Chinas in foreign policy making.
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Infrastructure projects

China is cited in the literature as being a big contributor to African infras-
tructure projects (Davies et al., 2008; He, 2010; Reisen and Ndoye, 2008).
More recently, the development of the Asian Investment Infrastructure Bank
and the Belt and Road Initiative have become focal points for China’s infras-
tructure projects. According to reports in The Economist (2022), China
accounted for 31% of all infrastructure projects in Africa. They note that
according to figures from Deloitte this is up from 12% in 2013. Indeed there
has been a seeming reversal of contributions from the Deloitte data; The
Economist reported that in 2020 ‘western firms were directly responsible for
just 12% or so (compared to 37% in 2013)’ (The Economist, 2022). These
figures are seemingly borne out by Kang-Chun Cheng’s (2022) research for
Africa Report, where the 30% figure is repeated but also supported by claims
that China’s provision of these infrastructure projects is filling in significant
gaps for populations.

As these figures indicate, it is not that infrastructure projects are not a
concern of Western or OCED-DAC donors, but that their contributions to
infrastructure are dwarfed by the commitments of China. Similarly, it is not
that multilateral development banks are becoming increasingly of interest for
development by traditional donors (Harman and Williams, 2014). The key
point here is that these infrastructure projects are one point of engagement
between Bretton Woods and China (Foster et al., 2008; He, 2010: 153). How-
ever, they are also a site of potential missing links in the projects to develop
consistent development over the continent. These gaps can be seen to emerge
in two areas: the narrowing of the range of activities and places of projects,
and the ‘after completion’ stage of projects.

Gaps in the range and geography of projects

Infrastructure projects can include information and communications
(mobile phones and internet access are central here), mining, oil, and gas
projects, and development of rail and road connections. Some of these
projects are clearly linked—to extract mined products it is necessary to have
roads and rail links that connect sites of mining to ports. While China may
be doing this to ensure the ‘development’ of these industries’ connections
across the countries involved, ensuring that populations can transport goods
is also necessary. As noted by PIDA (Programme for Infrastructure Devel-
opment in Africa), gaps in infrastructure development are putting a break
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on the continent’s development (PIDA, 2014). According to this report, “The
road access rate in Africa is only 34%, compared with 50% in other parts of
the developing world, while transport costs are 100% higher’ (PIDA, 2014).
The problem caused by this infrastructure ‘gap’ is demonstrated in the visual
presentation of infrastructure projects’ data plotted against per capita income
on Gapminder (Gapminder 2020).

One solution to this problem is developing coordinated activities with
China in tri-lateral relations between China and traditional donors. How-
ever, these activities so far suggest that there is a move towards ‘copying
China’ rather than ‘filling in the gaps’ For example, in looking at a map of
infrastructure in Africa there is still an absence of a road route across the
continent (both East/West and North/South). Whilst it should be recognized
that this is at least partially the result of political/security concerns, this too
presents an opportunity—the presence of skilled peace-builders should be
working to help connect and stabilize parts of the region, rather than treating
security problems as a separate issue.

In addition, the need to develop road and rail links is directly concerned
with developing internal markets and trading a wider range of products (and
extending tourist revenues). However, in order for this commercial project
to be viable it is necessary to ensure that there is still concern regarding the
‘policy and environmental’ aspects of development. That is, the bank (and
other BW institutions) need to ensure that whilst they may seek to coordinate
with China on infrastructure projects, they still need to develop new ways
for enhancing governance projects, to increase the appeal of African states to
private investors in new sectors, which in turn would provide other incen-
tives to develop connections continent-wide (PIDA 2014). PIDA already has
plans for infrastructure projects that run until 2040; however, these projects
are costed at 360 billion USD, and at least part of this money needs to come
from private investors. This opens the door to Chinese-style investments and
the utilization of Chinese companies to develop projects. However, there is
also a need to prevent some of the potential problems in China’s develop-
ment approaches (for example a lack of transfer of training and skills to local
workers in order to maintain projects) (PIDA, 2014: 13).

This links to a ‘lesson learnt from China’ in a sense, as there are many
critiques of China’s asymmetrical development (particularly concerning the
growing economic inequalities, as well as weaknesses in governance of finan-
cial organizations. There have also been concerns from private investors
regarding the robustness of the rule of law). Thus, there is also a need to
prevent these problems arising in Africa—which means that in coordinating
with China in Africa there is a need to ensure that the BW institutions find
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new ways to promote robust governance structures. Indeed, statements by
the Chinese leadership concerning the potential export of the Beijing Con-
sensus have been very candid concerning the limitations and problems of
China’s development and the limitations this presents for its application in
other states.’

In terms of infrastructure projects China may be seen as a catalyst for new
projects to be started, but it is also an entrepreneur in how it approaches
infrastructure projects.

Education

In education there is also the potential for a large gap to emerge. As with
infrastructure China has adopted a different approach to the BW institu-
tions. China’s focus in education related to aid programmes has to focus on
university- and tertiary-level aid programmes. However, the focus of many
BW partners has been primary education. Inlooking at data from Gapminder
itis evident that education provision at the primary level has been successful;
however, levels of education achieved at the secondary level, or even crite-
ria such as eight-grade maths, fall off.* As a result there is an obvious gap
emerging; China is providing aid to support tertiary provision, but there are
a number of students within countries that are being lost in the gap between
primary and secondary education and thus the numbers that are eligible to
engage with higher-level jobs is greatly reduced.

If we look at Ghana, we can see these problems. According to Aid Data (in
2014), Ghana received approximately 11% of aid flows from China. In educa-
tion, China has thirteen projects. Of these seven are targeted at tertiary-level
education and these include all bar one of the high-ticket items of donations
(Aid Data, 2017). Yet in looking at the data from Gapminder, Ghana is still
a low performer in maths to the eighth grade, and its literacy rates of people
ages 15-24 are at 66% (not the lowest on the continent but still significantly
lower than other states (Aid Data, 2017; Dreher et al. 2021; Dreher et al 2022).

What does this approach to aid provision in education demonstrate about
China’s agency as a challenger or catalyst? In looking at the three potential
types of effects that China’s approach could be having, China does appear to
adopt a different method of education aid assistance, but this doesn’t inher-
ently undermine the approach or Western or European investors. In this field
it is not even offering an alternative, but instead and addition to funding and

* Chinese leadership statements.
* Gapminder graphs.
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investment available from traditional donors, nor does it appear to be demon-
strating a flaw, absence, or central problem with the approaches of traditional
donors. In this area, then, China’s provision of education assistance actu-
ally appears to help to maintain the status quo, whereby Western/European
investment can be targeted at primary education and China’s aid can sup-
port tertiary education. In this way they are mutually supporting each other
to achieve a common goal.

Debt management/sustainability

In 2019 it was argued that in addition to different approaches to provid-
ing aid (for example, recipient-led, with economic risk rather than political
conditionality) and as a consequence of these different approaches China
also provides an alternative approach to debt management (Jones, 2019: part
3). This is often associated with arguments about the ‘non-conditionality’ of
China’s aid and assistance in contrast to the political conditionality imposed
by traditional donors.

In seeking to calculate and make decisions about investments, the World
Bank uses a number of indicators, among them the Country Policy and Insti-
tutional Assessment (CPIA). According to the World Bank, “The CPIA rates
countries against a set of 16 criteria grouped in four clusters: (i) economic
management; (ii) structural policies; (iii) policies for social inclusion and
equity; and (iv) public sector management and institutions’ (World Bank,
2020). The CPIA is therefore a reflection of the link between the politics
and policies of recipient countries and their eligibility of investment and aid.
This index also underpins the assessment by some individual donors—for
example the former Department for International Development (DfID) in
the UK (Tribe, 2016).

The role of the CPIA in DfID’s (now the Foreign, Commonwealth and
Development Office), Needs-Effectiveness Index (N-EI) is to inform and
assess the potential effectiveness of aid by considering the environment into
which aid is provided (Tribe, 2016). The CPIA therefore is a tangible metric
that links the philosophy of Western aid provision to the practice of giving—it
makes a claim that different forms of governance are better or worse for mak-
ing aid more effective (Jones, 2019: 226-227). However, CPIA has long been
subject to critical reviews (Arndt and Oman, 2008) for its link between good
policy environments and the effectiveness of aid. For example, China—as a
developing country—would have performed poorly on the CPIA index, but it
has demonstrated considerable success in terms of development and poverty
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reduction. As a result of both continuing critiques and evidence from states
including China, the balance in the CPIA has been made (Alexander, 2010).
Indeed, since 2011, the CPIA has rebalanced some of the sixteen indicators
in the CPIA, and it has been argued that this was as a result of pressure for at
least a debate for this index to become more transparent.

The presence of China as an aid contributor has the potential to help coun-
tries change their own position in the CPIA and therefore move from not
qualifying for IMF or World Bank loans to qualifying. An example of this is
Tonga. China’s investment in Tonga meant that it could satisfy existing loans
despite an absence of changes to economic or political structures (IMF, 2013:
2; Jones, 2019). Similarly, according to Brautigam, the presence of contracts
between China and the Democratic Republic of Congo in 2007-2008 helped
to persuade the IMF and World Bank to sign oft on debt sustainability, even
though the state didn’t meet the normal conditions to do so (1998: 22-23;
Jones, 2019: 227)

This change has been associated with China but not caused by it. Indeed,
the agency of China here is as an example of a developing state rather than
only as a development provider. Importantly, the underpinning rationale of
aid has not been challenged by the change to the CPIA, but only a minor
modifying tweak in how the methodology works. As a result, in looking at
the framework for analysis China’s presence in the aid scene (both as devel-
oping state and donor) seems to have amplified the calls that already existed
in relation to the CPIA rather than triggering new changes: it has acted as a
catalyst for change. Secondly, it has not overturned either the methodology
of Western investment or its practice, but modified the assessment of how
investment takes place: it hasn’t changed the status quo. Perhaps the most
important consideration here is not whether China challenges the status quo
or not, but rather how China and traditional donors can work more effec-
tively together to achieve development outcomes (Reisen and Ndoye, 2008:
42).

Conclusion

This chapter makes the argument that China’s presence as a development
actor means that it is a catalyst that allows for the some so-called liberal pat-
terns of aid and investment to continue. It seeks to demonstrate that rather
than being a direct cause of changes in the Western aid and investment prac-
tices, it pursues actions that correlate with these changes—it is a catalyst for
action, not the impetus of action.
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Similarly, this chapter makes the argument that by filling in gaps in the
development architecture, China actually enables the continuation of pat-
terns and types of investment preferred by Western states. For example,
China provides specific education to tertiary students, which fills a gap in
the UK approach that supports primary education specifically to girls.

Joining the gaps necessitates a more aware realization of how other actors
approach development, but this is not the same as ensuring coordination
with them. Moreover, itis not just development actors that need to be brought
into this picture; state-building participants also need to be on board. The
UNPKO needs to be aware of regional development projects with a security
angle, and this is happening in the emerging new department of the Foreign,
Commonwealth and Development Office in the UK.

Importantly, particularly when looking at infrastructure gaps, private as
well as public projects are necessary for filling in gaps. These will involve
engagement with and understanding of the many different actors that con-
tribute to these projects (these may be many actors on China’s side, but also
on the BW side). All of these actors will engage with or contribute to projects
in different ways with different incentives. One of the great benefits of China’s
engagement is that infrastructure projects are happening and are back on
the agenda of the BW institutions. However, one significant downside is the
potential for fracturing consensus between development partners among the
traditional donors who may be required to work even more collaboratively.
A further problem might be that as climate change adds to stress on infras-
tructure provisions, a new ‘gap’ may emerge that needs to be filled in relation
to evaluating whether existing infrastructures are fit for a climate changed
world (for example, dams, roads, flood defences), which may involve more
coordinated practices among all donors.

Do investment partners need to form a consensus in order to effectively
pursue development? One argument here is that traditional donors don’t
have to formulate a ‘new’ consensus that includes all new donors, but there
does need to be enhanced awareness of projects and gaps that need filling.
But one of the dangers of China’s presence is that it fractures the development
agenda developed since Paris and Accra; China changes the incentives of all
of these actors, and this may be a formula for projects without an immedi-
ate financial outcome being side-lined (particularly concerning governance).
This would present a glass ceiling for development across the continent in
terms of internal developments, which raises the risks of the problems China
currently faces in Western China.

Gap-filling requires both dialogue and coordination, but it also requires
the maintenance of a conviction that policy and institutional form still matter
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and should be a concern of BW institutions—although there will necessar-
ily be some need for re-evaluation of how this is incentivized in target states
as a result of the presence of China as a permissive developer. This paper
has therefore argued for: a movement away from the binary approach to
looking at China as a development actor; an acceptance that China’s agency
as well as the agents involved in development may not provide easy causal
chains; finally there needs to be awareness of the gaps created not just by
China’s presence, but also by the reaction of BW institutions to China’s
presence.

What does this tell us about China’s overall agency? I have argued in this
chapter that there is evidence that China is a permissive cause of changes in
the practice of aid; it has catalysed action by traditional donors that has long
been identified as being necessary in order to make aid more effective. How-
ever, in acting in this way China is supporting developing states by filling in
gaps in the types of investment and nature of projects that recipient states can
request, this in turn facilitates the continuation of the approaches adopted by
traditional donors. At the same time, China’s provision of aid may also create
new gaps that need to be filled. But overall, China is a catalyst for statis rather
than revolution.
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Conclusion

Chinese Investments, European Agency, and the Liberal
International Order

Indrajit Roy, Jappe Eckhardt, Simona Davidescu,
and Dimitrios Stroikos

Few themes have gripped students of development in recent years as much as
‘the Rise of China. Whether it is that country’s success in lifting record num-
bers of people from absolute poverty or its emergence from a rural backwater
to the workshop of the world, China’s meteoric ‘rise’ has dazzled supporters
and critics alike. China’s growing international presence and overseas invest-
ments highlight not only the durability of globalization, but also the growing
role of the state in promoting it. These investments were arguably spurred
by the 2008 global financial crisis. The crisis also resulted in such multilat-
eral institutions as the World Bank turning critical of previous market-led
development paradigms it had itself advocated. Chief Economist Justin Yifu
Lin went on to advocate a ‘global Marshall Plan’ (Yifu Lin and Wang, 2013).
Both the United States and China encouraged overseas investments, espe-
cially in infrastructure (Tooze, 2018), but also in other sectors. Such a rare
convergence of ideas and practices led to the consolidation of a ‘global growth
coalition’ (Schindler and Kanai, 2019) that includes multilateral develop-
ment banks, multinational corporations, consultancies and think tanks, as
well as states across the Global South and Global North.

The award of the Nobel Prize in 2008 to Paul Krugman for his pioneer-
ing work on economic geography and uneven development validated the
growing emphasis on infrastructure. As Chief Economist of the World Bank,
Yifu Lin (2012) theorized a ‘new structural economics. According to this
perspective, governments interested in development enhance their compara-
tive advantage by deliberately investing in infrastructure, both hard and soft.
Infrastructure is, after all, ‘one more component of an economy’s (factor)
endowment’ (Yifu Lin, 2012: 111). Purposeful investments in infrastructures
reduce transaction costs and enable economies to reach new frontiers beyond
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manufacturing, he suggested. The World Development Report 2009 bore the
imprint of these ideas. Titled ‘Reshaping Economic Geography’, the Report
directed attention to spatially connective investments to ensure an inclusive
development even if economic growth was to be unbalanced (World Bank,
2009: 25).

The ideas about global investments in soft and hard infrastructure brew-
ing in the World Development Report were already being applied in China.
Adam Tooze (2018) noted the dramatic decline in demand for its exports in
the wake of the financial crisis and the state’s response. The Chinese govern-
ment launched an unprecedented spending program that ‘was the first truly
large-scale fiscal response to the crisis worldwide’ (Tooze, 2018: 243). China’s
investments were initially focused on domestic infrastructure in its western
region and ‘carried the entire world economy’ (Tooze, 2018: 251). By 2013,
this stimulus assumed a global dimension with the inauguration of the Belt
and Road Initiative (BRI) which was subsequently hitched onto the Chinese
state’s narrative of creating a Sino-centric world order.'

China’s overseas foreign direct investment in 2020 stood at 153.71 million
USD, ranking a global first for the first time.? Since 2012, China has become
one of the top three countries in terms of the OFDI flows. Driven by its ‘Going
Out’ strategy and Belt and Road Initiative, China is expected to continue the
expansion of its OFDI footprints. Through overseas investment, China can
not only boost its economy, but also further project its power by leverag-
ing its economic strength. Between 2003 and 2012, Chinas OFDI flow to
Europe tripled with a general uptrend, standing at 7.04 billion USD in 2012.
Between 2013 and 2019, the flow has fluctuated. China’s OFDI flow in Europe
recorded its highest of 18.46 billion USD in 2017. These flows have spurred
existential anxieties in Europe (Meunier, Burgoon, and Jacoby, 2014: 119).
Critics have suggested that China was ‘invading’ Europe (L'Express, 2011),
taking it over (Bordet, 2011), and ‘buying’ it up by fomenting a ‘scramble’ for
the continent (Godement and Parello-Plesner, 2011: 1).

In the wake of these anxieties, the present volume focuses on China’s
expanding footprint in Europe. Chinese investments in Europe are signifi-
cant for several reasons. They upend the usual direction of financial flows

! Beyond China, the United States’ Treasury Department offered fourteen of its central banks almost
unlimited access to US dollars (Tooze, 2018). Cheap capital and low interest rates spurred investments
in infrastructure. A major destination of such investments were the so-called emerging markets, which
financial institutions, sovereign wealth funds, and pension funds assessed to be worthwhile (Clark, 2017;
Torrance, 2009).

* All the data are compiled from the Statistical Bulletin of China’s Outward Foreign Direct Invest-
ment, an annual report compiled jointly by the Ministry of Commerce of the People’s Republic of China,
National Bureau of Statistics, and State Administration of Foreign Exchange. Data refers to mainland
China only; Hong Kong and Macao are excluded.
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from the ‘developed countries’ of the Global North to the ‘developing coun-
tries’ of the Global South, which have underpinned the international order.
The growing volume of overseas investments originating in China, which
continues to be labelled a ‘developing economy’, while unabashedly author-
itarian and with the state permeating its economy, threatens to disrupt the
liberal foundations of the international order. Furthermore, Europe prides
itself on and is widely considered the champion of the Liberal International
Order (LIO). The increasing volume of economic investments originating
in one of the world’s most resilient authoritarian regimes towards a Europe
where liberal values are increasingly besieged, at times from within, offers
us pertinent insights into the ways in which China’s actions interact with
responses from other states to influence the international order.

Anxieties about Chinese overseas investments have been compounded by
its global pronouncements and hawkish actions. Since 2012, the Chinese
government led by President Xi Jinping has largely abandoned its tradi-
tional foreign policy strategy of taoguang yanghui (keeping a low profile) and
embraced a new strategy of fenfa youwei (striving for achievement) (Foot,
2014; Serensen, 2015; Yan, 2014). China’s domestic behaviour is not always
an endorsement of liberal globalization, given its high degree of state inter-
vention in the economy, the limited market access for foreign investors, and
its human rights violations. Moreover, China has become more assertive, if
not completely aggressive, particularly regarding the issues and events tak-
ing place in the Asia-Pacific region. A recent example is the growing tension
between China and the US in the South China Sea where China continues to
build artificial islands and conduct military exercises, whilst the US strength-
ens its cooperation with other countries in the region (Geaney, 2020; Tangen,
2020).

In recent years, the country has portrayed itself as a staunch champion of
liberal globalization. And yet, these attempts do not seem to be successful
in moulding public opinion in favour of China. Findings from the 2022 Pew
survey on global public opinion reveal historic highs in unfavourable views
of China among respondents in Europe (Pew Research, 2022). In the wake of
the pandemic, such unfavourable views may be gleaned across the continent
in countries as disparate as Sweden (82%), Netherlands (75%), Germany
(74%), United Kingdom (69%), France (68%), Italy (64%), Spain (63%),
Belgium (61%), Poland (55%), Hungary (52%), and Greece (50%). These
figures stand in stark contrast to favourable views of China dominating pub-
lic opinion in each country two decades ago. Frustrated by a lack of progress
on improvement in China’s market access and human rights practices, a
new consensus among EU members against China appears to have emerged
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(Oertel, 2020). Notably, in 2019, although the EU referred to China as a
‘negotiation partner and an economic competitor’, it also considered China
as ‘a systemic rival promoting alternative models of governance’ (European
Commission, 2019: 1). Chinas growing assertiveness in its neighbourhood
and beyond, alongside the misinformation during the COVID-19 pandemic,
have only exacerbated unfavourable views of that country in Europe (Pew
Research, 2020).

The contributors to this volume are motivated by a significant puzzle that
lies at the heart of China’s ascendance: the gap between its growing economic,
military, and cultural resources and the conversion of those resources into
meaningful global influence. A consideration of this puzzle in turn led us to
ask three crucial questions. (1) Does China, in fact, want to challenge the
international order? (2) Do China’s expanding overseas investments have
unintended consequences on the international order? And (3) How does
European agency interact with Chinese influence to (re-)shape the Liberal
International Order? Answering these questions compels us to direct detailed
attention to the ways in which China’s power aftects the policy choices and
decisions of other countries, instead of focusing on scorecards that enumerate
its political, economic, and cultural resources. Reflecting on these questions
on China’s power requires us to move away from understandings of power
as resource to power as influence, which relates resources to outcomes. The
contributors to this volume assert that to assess China’s impact on the inter-
national order, we must appreciate the ways in which its growing power
resources are translated into actual policy influence. Here, we find helpful the
crucial distinction offered by Evelyn Goh (2014, 2016) between an under-
standing of power that is limited to enumeration of resources and latent
capability, towards an understanding of power that focuses on its effective
exercise, or influence, on the preferences and behaviour of other actors.

Harnessing insights from Goh’s understanding of power as influence, our
volume builds on a political economy literature that situates states within
the ‘broader field of social relations’ (Overbeek, 2004: 114). Following M.
D. Stephen, we use the concept of ‘state-society complexes’ (Stephen, 2014b:
919) to appreciate the embeddedness of states in configurations of social
power. In emphasizing the value of state-society relations to the liberal world
order, our contributors implicitly endorse ‘second image’ explanations that
highlight domestic politics as a source of cooperation and conflict in global
politics. Such explanations help us appreciate the agency of state and social
actors in Europe while negotiating with their Chinese counterparts.

Indeed, the contributions to this volume serve as useful reminders that the
use of China’s power is entwined with the agency of state and social actors
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in Europe. They urge us to recognize that discussions on China’s influence
are impossible without a consideration of accountability, intentionality, and
subjectivity of European actors. Furthermore, European actors are socially
embedded. Analysts writing about the politics of Chinese investments in
Europe (or anywhere else for that matter) ignore the local social context at
their own peril. This volume thus contributes to the growing body of liter-
ature that emphasizes the role of agency in international affairs and global
politics®.

China and the International Order

The two contributions in Part One reflect on what China wants in relation to
the international order. These two chapters reflect on Chinese intentional-
ity vis-a-vis the liberal underpinnings of the international order and caution
against the widely prevalent assumption that China seeks to overthrow it.
Both contributions recognize that, as a resurgent power, we can expect Chi-
nese actors to influence the international order in their favour. Such expec-
tations entail that they may want to bolster rather than overthrow this order.
However, their actions may well have unintended consequences of under-
mining some elements of the international order. Alternatively, they may
want to revise specific aspects of it rather than aim for its complete overthrow.

Chapter 1 by Yu Jie directs attention to the question of what order is and
whether China seeks to influence international order. In doing so, she argues
that the notion of a singular international order is misleading. Multiple orders
exist and revolve around specific issue areas as a result of the complex terrain
of international politics. China supports some of these orders and opposes
others. Besides, China’s attitude towards specific orders can be characterized
by shifting positions. Consequently, the question of whether China chal-
lenges the LIO depends greatly on which order is being considered. Yu urges
us to move beyond such binary conceptual misunderstandings.

More specifically, Yu's chapter critically considers the extent to which Chi-
nese companies, mainly state-owned enterprises (SOEs), have emerged as
a challenge to the LIO by looking at the dynamic relationship between the
Chinese companies and the Chinese central government in the context of
the pursuit of the Belt and Road Initiative (BRI). In contrast to the prevailing
simplistic assumption in Europe that Chinese SOEs act on behalf of the state

* See, for example, insightful discussion in Colin Wight (2004), Hagman and Péclard (2010), and
Mohan and Lampert (2012).
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informed by geopolitical considerations as part of an effort to enhance Bei-
jing’s political influence, she argues that reality has been more complex. The
corporate interests of the SOEs involved in the BRI are not always aligned
with those of the Party-state.

Building on the Bureaucratic Politics Model, Yu illustrates the ways in
which decision-making processes in China are increasingly pluralistic. Var-
ious stakeholders and interest groups compete for influence, located both
inside and outside of the formal foreign policymaking process, with impli-
cations for the implementation of the BRI. She emphasizes the significance
of different types of bargaining between key actors, including bargaining
between the central government institutions and the SOEs. An important
aspect of this process is ‘competitive persuasion, which entails competition
between SOEs to formulate persuasive arguments on which policy or project
under the BRI should be endorsed by the government. Furthermore, Yu sug-
gests that there is a notable recalibration of the BRI as a result of Beijing’s
attempt to narrow down its priorities and refocus on its neighbourhood,
which is likely to lead to less overseas economic activities from Chinese SOE:s.

Chapter 2 by Ran Hu drills further into the actual working of the BRI
to problematize the assumption that it represents a coherent global strat-
egy. He investigates the formulation of the BRI between 2013 and 2015 from
the perspective of state transformation. His findings suggest that the exist-
ing IR-based literature exaggerates the monopoly of the Chinese state and
ignores China’s fragmented policymaking process characterized by the tus-
sles between decentralization and recentralization. In fact, the BRI started
with incoherent and messy practices and discourses concerning two sepa-
rate (sub-)regional proposals (the maritime Belt initiative and the land-based
Road network). A series of recentralizing measures initiated by the central
government made BRI into one relatively coherent, but still very vague and
broad, initiative aligned with grand declarations about China’s strategic goals.
Hu argues that the fragmented policymaking process caused by the interplay
between decentralization and recentralization emasculates the Chinese gov-
ernment and prevents it from developing a precise and coherent strategy for
the BRI, far less to challenge the LIO.

Chinese Influence and European Agency: The Liberal
Order Strained

In Part Two of the volume, we turn our attention to cases of friendly bilat-
eral relations between China and EU member states and candidate countries,
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which potentially strain the liberal order. The chapters in this section inves-
tigate possibilities of China’s investments in Central and Eastern Europe
creating a multiplier effect that intensifies and mobilizes converging prefer-
ences in China’s favour. Highlighting the agency of European actors, these
contributions document the central importance of political elites and busi-
ness groups in these countries—rather than vaguely referencing China’s
power—that embrace and/or consolidate illiberal politics.

The chapters by Agnes Szunomér and Nicholas Crawford explore and chal-
lenge these claims of economic gains, while making a strong case for the
importance of political rationale, instrumentally used by leaders across the
region to back up domestic policy and ideological agendas. Despite simi-
lar contexts and legacies, there is no consistent approach across the region,
but there is evidence of stronger ties with some illiberal regimes and leaders.
Both chapters place under the spotlight the agency of domestic politicians
from small countries in CEE and the Western Balkans, demonstrating also
the limits of the EU’s liberal rules.

Szunomdr’s chapter, Chapter 3, shows that friendly relations between
China and Hungary and emphasis on economic benefits pre-dated the illib-
eral turn under the Orban governments. The puzzle here is that despite
evidence of limited economic benefits and an increasing trade deficit, as
well as some major infrastructure projects being delayed or too costly, the
relationship between the two countries did not change, but was further rein-
forced by Hungary’s discourse of ‘turning towards the East’ The chapter looks
at the extent to which domestic elites in Hungary are using the relationship
with China as a bargaining chip when there are tensions between the EU and
Hungary. This alignment of illiberal rationale between China and Hungary
could be contributing to fragmentation within Europe, potentially under-
mining the LIO. This is not stemming from the Chinese-Hungarian relations,
but is exploited by self-interested domestic elites in Hungary for the purpose
of their own survival. In this case, China’s persuasion via economic induce-
ment does not need to be effective in practice, as long as the elites and the
media in both countries frame it in terms of economic benefits. Hungary’s
illiberal stance can undermine the coherence of the EU’s discourse based on
LIO norms from within, particularly when the EU adopts a critical stance
on China’s human rights abuses and treatment of national minorities such
as the Uyghurs and other Muslims, and a tit-for-tat game of sanctions ensues
(Brzozowski, 2021).

Crawford explores similar questions regarding the economic benefits of
the cooperation between China and the small states in the Western Balkans
in Chapter 7. The evidence presented points towards a less ambitious and
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influential economic diplomacy from China in this region, largely resem-
bling a ‘short-term organised economic opportunism’ The chapter shows
that there are three main ways in which China pursues its economic diplo-
macy in this region: by supporting Chinese engineering and construction
interests, while often encouraging the circumventing of competitive tender
processes; by promoting the growth of its largest firms; and by stepping
in when other avenues for funding have failed. The interesting puzzle is to
see how governments in the region have diverged in terms of their engage-
ment with China and whether this has translated into a weakening of their
alignment with EU norms. Their diverse trajectories show the importance of
domestic elites’ preferences and strength of institutions, as well as how far
along they are in the process of EU accession. The Western Balkan states play
a difficult balancing act on the global stage, of maintaining their ambition of
integration into LIO institutional structures such as NATO and the EU, while
not being openly critical of China on issues of ‘core interest. Crawford shows
that, with the exception of Serbia, the Western Balkan states prefer to adopt
a position of silence on issues related to China’s illiberal policies. The case
of Serbia’s increasingly closer ties with China happening alongside illiberal
domestic policies and politics is similar with the findings from Szunomar’s
chapter on Hungary. The key difference, however, is that Hungary is fol-
lowing this path as an EU member state bound by EU liberal norms, while
this position seems likely to move Serbia further away from a potential EU
accession and convergence with EU rules.

Through her contribution in Chapter 6, Malgorzata Jakiméw focuses on
the Visegrad Group (V4) of four Central-Eastern European (CEE) states,
Czechia, Hungary, Poland, and Slovakia, that make up the core countries
of the cooperative format between China and Central and Eastern European
Countries (known also as the ‘17+1”), which was established by China to pro-
mote its engagement with the region under the BRI. Her chapter explores
the process of de/resecuritization of China in the context of the V4 coun-
tries through an investigation of the extent and limits of China’s normative
impact in the region from 2012 to 2018. This period witnessed an unprece-
dented increase in interactions between China and the V4 countries. One of
the most important aspects of this process was the role of personal relation-
ships between influential politicians in the V4, who promoted closer political
and economic relations with Beijing, and Chinese high officials, exemplified
by Polish president Andrzej Duda, Czech president Milo§ Zeman, and Hun-
garian Prime Minister Victor Orban. This was accompanied by the process
of China’s desecuritization in the region, characterized by the adoption of
China-promoted language and norms.
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However, over the last few years, several factors, such as disappointment
with Chinese investments in the region, the role of the United States as a secu-
rity provider vis-a-vis Russia, domestic political realignments, and China’s
handling of the pandemic, have led to the resecuritization of China in the
region (with the exception of Hungary), which in turn spearheaded the loss
of Beijing’s normative influence. Although Jakiméw is careful to highlight
that China’s engagement with the region has elicited different responses from
each of the V4 countries, this resecuritization trend serves to illustrate the
limitations of China’s normative influence, which is mediated by domestic
interests of the V4 countries. The dynamic tension between desecuritiza-
tion and resecuritization vis-a-vis China and the V4 countries illustrates the
nuanced ways in which the LIO is strained in the region.

In Chapter 5, Dimitrios Stroikos offers a comprehensive overview of the
economic, political, and strategic factors that shape Sino-Greek relations
in order to assess China’s influence on Greece. Reflecting the conceptual
framework of this volume, the chapter examines the extent to which China’s
influence has led to the emergence of new preferences or the consolidation
of existing preferences within Greece. This is important, considering that
Greece is usually seen as a quintessential example of how Beijing has been
successful in exerting political influence over smaller countries as a conse-
quence of its economic power and investments in strategic sectors, such as
ports. In this regard, in addition to paying attention to the role of domestic
actors and domestic political considerations, the chapter calls for the need to
move beyond an analysis that focuses solely on the dyadic relationship, which
helps to illustrate how Athens is trying to manage Beijing’s influence. While it
is plain that China has emerged as a significant economic partner of Greece,
Stroikos shows that China attained some political benefits when Greece was
more vulnerable and susceptible to Chinese pressure during the Eurozone
crisis. However, the chapter argues that there are increasing constraints on
the nature of China-Greece relations as a result of international imperatives,
such as the recent shift in the EU’s China policy and the emergence of US-
China strategic rivalry. At the same time, China’s influence is constrained by
local and domestic resistance, typified by recent developments pertaining to
the Piraeus port.

Filipo Boni cautions against assuming that expanding Chinese invest-
ments challenge the LIO in Chapter 4. Through a focus on the specific case
of Sino-Italian investment relations, he assesses the ways in which China’s
increasingly close economic relations with Italy have translated into actual
political influence within the country. His starting point is that China is
actively trying to advance its (illiberal) visions on key issues among Western
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political parties and leaders. He suggests that if, by doing so, China would be
able to increase its political clout in a country like Italy, a founding member
of the EU and a G7 country, this could have significant implications for
the liberal order. However, he concludes that claims that Italy’s engagement
with China has led to significant policy shifts are exaggerated. This is not
to say that there is no influence. In fact, his empirical evidence suggests
that China has found a willing ear among the leadership of the Five Star
Movement (Cinque Stelle), which is one of Italy’s main political parties.
That is, the core narratives advanced by China seem to have influenced
the position of the Five Star Movement on some of the most pressing
current international issues. So, Boni provides a nuanced account of China’s
influence on (Southern) European countries by showing that, although the
country’s political influence seems to be increasing, there is also mounting
opposition against such influence.

Chinese Influence and European Agency: The Liberal
Order Strengthened

The contributions in Part Three examine the alternative position: that
China’s bilateral investments in Europe strengthen, rather than strain, the
international order, including its liberal aspects. Through the analysis of the
bilateral energy relations between China and the UK and China and Roma-
nia, Simona Davidescu’s study offers evidence of how China’s investments
strengthen liberal institutional commitments to sustainability. Jan Knoerich’s
study on Chinese foreign direct investments demonstrates China’s commit-
ment to rules-based financial transactions. Taking a broader view, Catherine
Jones’ study shows that China’s presence as a development actor means that
it acts as a catalyst to enable the continuation of liberal patterns of aid and
investment.

The potential reshaping of global energy governance anchored in the
LIO is relevant to Davidescu in Chapter 8, which illustrates the dilemma
EU member states are facing about Chinese investments in key infrastruc-
ture projects, deemed crucial to national security, such as nuclear power
plants. The most promising investments in Europe for the state-owned China
Guangdong Nuclear (CGN) were located in the United Kingdom and Roma-
nia. The chapter traces the shifting fortunes of these projects and the policy
reversals that followed, as the framing of the issue moved from economic
benefits to security and political considerations. Both countries went from
a ‘golden era’ of bilateral relations with China to a ‘deep freeze, albeit at
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a different pace and with different constellations of domestic actors sup-
porting these infrastructure projects. The policy change has not been easy
or complete in the case of the UK, due to the lock-in effects of prior deci-
sions and the importance of the partnership between CGN and the French
Electricité de France (EDF). In the case of Romania, the emergence of the
US as an alternative investor and the domestic priorities linked to NATO
and EU membership have been crucial for understanding the sudden pol-
icy reversal. However, the case of Hinkley Point C has already been used by
Hungary to make a case for Russian investments into nuclear power (Lind-
strom, 2021), although Russia’s war in Ukraine has made this a contentious
issue.

Knoerich suggests that Chinese outward FDI may not pose as much of
a threat to the LIO as is sometimes assumed. In Chapter 9, he focuses on
the political impact of Chinese outward FDI in recipient countries and asks
what, in turn, its implications are for the LIO. He helpfully identifies five ways
through which China and/or Chinese firms could exercise political influ-
ence: structural power of Chinese MNCs; direct influence over individual
countries receiving Chinese FDI; enhancements in Chinese (technological)
competition because of FDI; FDI as a way to further Chinese national secu-
rity interests; and FDI as a way to enhance China’s international soft power.
Knoerich shows that China uses all these ways as avenues to attempt to influ-
ence recipient countries, yet also finds that there are in fact considerable
limitations in the extent to which Chinese MNCs are in practice able to
effectively influence politics. He also suggests that in fact not all the political
implications of Chines FDI are necessarily problematic, and that there could
even be positive political implications for countries at the receiving end of
Chinese FDI flows.

Jones looks at the field of development aid and asks whether China is
challenging the status quo of development assistance in Chapter 10 by tra-
ditional European and other Western donors and, as such, is influencing the
international order. She shows that Chinese investments in the developing
world have consequences for European development programmes but that
its influence is subtle and indirect and does not challenge or undermine
the liberal order. That is, China’s growing importance as a provider of aid
has led traditional donors to make sure that their development assistance
is more targeted and effective. However, as such steps to better target aid
and improve effectiveness had already been identified by Western states and
development institutions as being necessary, China has merely played a role
in accelerating this process of change rather than changing the direction
of development aid. As such, Jones suggests that Chinas presence as an
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important development actor means that it is a catalyst that allows for the
liberal patterns of aid and investment to continue.

Chinese Power, European Agency, and the Vicissitudes of
the Liberal International Order

Defined as a cluster of interlocked economic, trade, and security associations
based on the conviction that states will move progressively towards liberal
democracy and strengthen liberal values such as civil liberties, human rights,
and the rule of law (Bettiza and Lewis, 2020; de Graaf et al, 2020; Ikenberry,
2018), the LIO is premised on both the economic benefits enabled by the
emergence of liberal values and the inherent attractiveness of these values as
compared to other forms of governance and social organization. Although
China’s recent rise has received growing attention for its potential threat to
the LIO, it has not been perceived to threaten the attractiveness of liberal val-
ues in Europe. The global COVID-19 pandemic fundamentally challenged
this premise. The economic resilience and competence claimed by China’s
authoritarian government sparked a ‘global battle over the coronavirus nar-
rative’ (Apuzzo, 2020; He, 2020; Hong, 2020; Wong and Mozur, 2020) and
its implications for the LIO (Huang, 2020). In the wake of the pandemic,
China initiated a series of diplomatic initiatives, which comprised delivery
of medical support, the promotion of the Health Silk Road, and the recali-
bration of the BRI to aid recession-hit European economies. Commentators
have worried that the narrative that Chinese-style authoritarianism is more
successful appears to be gaining ground (Kundani, 2021; Nibblett, 2021),
thereby challenging, diluting, and eventually revising the LIO. By focusing on
pronouncements and actions of its state and social actors, Yu and Hu advise
caution against assumptions that China possesses a coherent plan to revise
the LIO.

Departing from studies that measure China’s power in terms of its mil-
itary prowess and economic resources, other contributors to this volume
are attentive to that country’s in/ability to influence political elites, business
interests, and multilateral institutions in their favour. They find that Chinese
investments contribute to a ‘multiplier’ effect that aligns with and amplifies
converging preferences with certain European states. Chinese investments
also influence states through ‘persuasion;, which entails economic induce-
ment: this helps China to influence perceptions in its favour when European
countries are undecided as to whether or not China is a threat. A related mode
of influence pertains to China’s attempts to prevail over countries hosting
investments in international forums.
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The contributors to this volume find limited glimpses of all three modes
of influence. Agnes Szunomér’s study (Chapter 3) of the ‘special relationship’
between China and Hungary demonstrates the ‘alignment and amplification
of preferences’ between the illiberal rationales of the two countries. Filippo
Boni’s study (Chapter 4) finds an uptake among some (not all) political elites
in Italy of China’s narratives on key issues such as Xinjiang and Hong Kong,
suggesting the operation of ‘discursive persuasion’ at work. Elements of
‘preference multiplying’ and ‘persuasion’ are evident in Dimitrios Stroikos’
study (Chapter 5) of China-Greece relations from 2016 to 2019, when on
a few occasions Greece’s position diverged greatly from EU’s China policy.
Drawing on her study of China’s involvement in the Visegrad group of Cen-
tral and Eastern European (CEE) countries, Malgorzata Jakiméw’s study
(Chapter 6) finds evidence of ‘institutional shaping’ through the adoption of
some (not all) China-promoted norms by these countries. Similar evidence
of ‘institution shaping’ is offered by Nicholas Crawford’s study (Chapter 7) of
the Western Balkans, although it is only Serbia’s foreign policy that appears to
converge with China’s. However, they each note the limits of such influence.

Indeed, European agency is a crucial focus in each of these studies. The
agency of these actors in mediating the influence of Chinese investments not
only on the continent but on the LIO is illustrated through the in-depth case
study approach taken in each of the contributions. The strain to which the
LIO is subjected is not only caused by the resilience of China’s authoritarian
regime and its overseas investments, but by the domestic dynamics within
European nation-states. Likewise, the cases that illustrate the ways in which
the LIO is strengthened also document the agency of European actors such
as multinationals (Knoerich, Chapter 9), governments (Davidescu, Chapter
8), and donors (Jones, Chapter 10).

The contributions in this volume emphasize the ways in which a focus on
agency complements conversations about power in global politics. Blend-
ing insights on power as influence (Goh, 2016) with perspectives on agency
(Lampert and Mohan, 2018), these contributions urge us not to neglect the
accountability, intentionality, and subjectivity of actors in international rela-
tions. Such actors refer not only to political elites, bureaucrats, and others
in government as the prevailing literature tends to assume (Wight, 2004),
but also to diverse actors beyond formal state institutions such as business
interests, civil society groups, and trade unions, among others (Hagmann
and Péclard, 2010). This focus on agency enables an appreciation of the
ways in which the influence of established and emerging powers, great power
rivalries, and interstate conflicts and global cooperation is mediated through
domestic politics.
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Avenues for Further Research

This volume offers rich and novel insights into the politics of Chinese invest-
ments in a sub-set of European countries, yet there is much scope for further
research in this important area.

Firstly, there is ample scope for more systematic comparative work. Such
comparative work could still focus on Sino-European investment relations
but extend the analysis to China’s relations with other European countries
not covered. Although the volume includes chapters on Chinese investment
in most geographical areas of Europe, as well as chapters looking at Europe as
a whole, further research could look at countries not covered such as France,
the Benelux, and Scandinavian countries. What is more, there is also room
for more explicit comparative analyses. Scholars could for instance look at
the issue of the uptake of Chinese narratives as discussed by Boni in Chapter
4 and assess the susceptibility of European political parties to such narra-
tives in a wider set of countries. Or they could use the framework developed
by Knoerich in Chapter 9 to more systematically detect and measure the
political impacts of China’s outward FDI on recipient countries in Europe.
An interesting question such work could look at is under what conditions
China is most likely to wield influence. One way to study this comparatively
is by combining insights from the framework developed by Roy and Hu (in
the introduction to this volume) and the comparative capitalism (CC) lit-
erature (Nolke 2019). The CC literature allows scholars to explore whether
different capitalist systems and their institutional configuration in Europe
are more/less prone to be influenced by China (see, for example, De Ville
and Vermeiren, 2016). Another way by which future comparative work could
build on this volume is by comparing the influence of Chinese investments
in Europe with that of other emerging and more established powers. This
would allow us to assess difference and/or similarities in the political drivers
and implications of Chinese investments with that of other powerful actors in
the international order. Scholars could also explore any differences between
China’s influence in Europe to that in other political and economic contexts
such as Africa, Latin America, North America, and so forth, to explore for
instance whether the power of the investment partners matters for China to
have influence.

Further comparative research can also take as a point of departure the
chapters by Szunomar in Chapter 3 and Crawford in Chapter 7 and look at
the importance of regime type and ideology for understanding bilateral rela-
tions with China, and could enquire why not all democratic backsliding or
illiberal regimes in the EU or candidate countries (or outside Europe) have
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a rapprochement with China similar to that of Hungary. Similar questions
could be raised about the relationship of these countries with Russia, at a
time when a strengthening of Chinese-Russian relations could potentially be
a significant threat to LIO and lead to the reshaping of global power relations.

Secondly, scholars could draw on the burgeoning literature on global value
chains (GVCs) and global production networks (GPNs) to further develop
this research agenda (see, for example, Gerreffi et al. 2005; Yeung and Coe
2015). There are various elements in this body of work, which could be
fruitfully explored further by scholars interested in Chinese investments and
their implications for the liberal order. Previous research has shown that the
growing importance of GVCs/GPNs has increased the political power of “for-
eign’ actors in domestic politics, either because of the importance of their
markets/supplies to local industry, or because of the weight of their invest-
ments in local economies (see Curran and Eckhardt, 2022 for an overview of
this literature). Yet, these policy interventions have been controversial and
have in recent years led to increased concern about the negative impacts
of globalization and the GVCs which underpin it, contributing to a back-
lash against foreign trade and investment in the West (Curran and Eckhardt
2020; Rodrik 2018). An interesting question to explore is how these develop-
ments have affected the (in)ability of China, as a central actor within many
GVCs, to exercise political influence abroad through its investments. What
is more, the US-China trade war, as well as the COVID-19 pandemic, have
led to debates on a restructuring and de-Sinicization of GVCs, and analy-
sis of the economic implications of this development has already started
(Dong and Xia 2020). The political implications have not been explored
in much detail yet, although research suggests that a generalized increased
distrust of foreign GVC actors, especially from China, is emerging (Hen-
derson and Hooper 2021). It would be interesting to explore whether this
has increased the ‘Liability of Foreignness’ of outside interests such as China
seeking to impact on domestic politics, and whether it is swinging the pen-
dulum of policymaking on trade and investment back once again towards
the dominance of national actors (Curran and Eckhardt 2022). Such work
could look at Sino-Europe investment relations, but could also explore Chi-
nese investments in other parts of the world. Beyond political economy, the
cultural and racial dynamics underpinning such investments could also be
explored.

Thirdly, as many of the contributions in this volume have shown, the
investment relations between China and Europe (and Chinese investment
relations elsewhere for that matter) are very complex and multifaceted.
This complexity is due to inter alia the overlap between investment and
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other policy areas, but it is also because of the sheer number of actors and
institutions involved in and affected by decision-making at different levels
of governance. The rich research agenda on regime complexity could help
scholars to assess how the ‘rising density of institutions, policies, rules and
strategies to address’ global issues (Alter 2022: 375) impacts on Chinese
investments and, in turn, their influence on the international order. There
is surprisingly little work which has looked at the investment regime through
a regime complexity lens, and scholars have only recently started to look at
China’s role in complex regimes (see, for example, Wang 2021).

Fourthly, the agency of state and social actors emphasized by the con-
tributions to this volume offer a further area of future research. Agency
becomes important when it is denied, a common occurrence in accounts
of China’s meteoric rise and growing worldwide footprint: overtly structural
accounts deny European agency and merely reproduce political nihilism that
precludes a future in which such agency can be realized in transformative
ways. Of course, we must be careful not to reify agency, as that could run
the risk of reversing the analytical lens too far. Further research needs to
be attentive to the diverse ways in which states and social actors in Europe
assert their agency vis-a-vis Chinese investments on the continent. After all,
agency is not only about ‘embodied intentionality’ (Wight, 1999: 132) or
the autonomous ability to chart one’s own course, as is commonly under-
stood. A fuller understanding of agency recognizes that agents are ‘agents of
something) a perspective that recognizes social context, especially ‘the socio-
cultural system into which persons are born and develop’ (Wight, 1999: 133).
The formulation of agency recognizes the possibility of individuals repro-
ducing and/or transforming the socio-cultural system into which they are
born. Because not all agents are equally placed or positioned, they negoti-
ate differently with the broader systems into which they are embedded. Such
variations make it essential to situate its operation within the broad spectrum
of state-society relations.

Fifthly, closely linked to the consideration of power as influence in the
context of discussing China’s growing profile in Europe via investments is
the issue of the resilience of the influence of the United States. In this way,
for all the debates about the decline of the US-led international order as
a result of China’s arrival as an authoritarian alternative to liberal values
and practices, the picture that emerges from the contributions to this vol-
ume concerning China’s influence over Europe is rather mixed, at a time
when many European countries are looking for the United States as a security
provider and reliable partner thanks to increasing geopolitical uncertainty.
In this way, building on the findings of this volume, further studies can
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benefit from considering the influence of the United States vis-a-vis China on
Europe to assess the endurance of US power understood in terms of influence
when compared with the achievements and limitations of Chinese power and
influence.

Finally, further studies can ethnographically investigate the interactions of
power and agency made possible by the proliferation of Chinese investments
in Europe. Ethnographic investigations into the social life of infrastructure
have blossomed in recent years as a field in which investigators explore and
examine, at once, the necessities of mediated and modern life, the material
ordering of social relations, and the hopes and imaginations attending to
global connections that underpin much contemporary politics.* A parallel
literature directs attention to the materiality and agency of the infrastructure
of modern life, including the vast networks that both entangle and isolate
human and nonhuman powers, highlighting the complexes of material con-
nections, actions, and reactions that only eventually, and contingently, come
to gain wider social meaning.® The indispensability of infrastructures to con-
temporary social, economic, political, and cultural life is taken for granted
in both strands of the literature, opening up further questions about how
people engage with, and negotiate, dispute, challenge, or comply with infras-
tructure programs, especially the smaller-scale schemes, interventions, and
pilots that are often the precursor to large-scale projects. Further research
on the social appropriations from below’ of Chinese investments in Europe
will enrich our understandings of their everyday political economies. Such
studies will be indispensable to understanding the true nature and extent of
China’s influence on the lives of people in Europe and beyond.
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