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Globalisation, World Capitalism and Rent, and the Emergence 

of New Cultural Identitarian Political Movements:  

The Challenges Ahead 

 

Hartmut Elsenhans

 

Abstract 

In major regions of the international system, the conditions for a transition to 

capitalism— empowerment of labour and rising mass incomes—are absent. 

Their integration into the world economy increases the possibilities of rent 

seeking. Where the post-1945 secular state classes failed to use rents for the 

transition to capitalism, they were replaced by cultural nationalists. Cultural 

nationalists combine some market orientation with rent appropriation and the 

defence of their national interests in the face of a multipolar international 

system. Great power co-operation will succeed large alliances of like-minded 

states because of changing national interests. 

Keywords: World capitalism; cultural nationalists; Cultural Identitarian 

Political Movements; globalisation; international system; the South. 

Following a Kaleckian
1
 analysis of capitalism, the danger of 

globalisation of rent can be deduced. This requires a clear distinction between 

rent and profit. Capitalism is production for profit. Kalecki defined profit as 

that part of the surplus which is appropriated under conditions of perfect 

competition. Profit therefore emerges only in societies where political power 

is not entitled to appropriate surplus. Outside capitalism, surplus is 

appropriated by political means as rent, even if there are markets as in pre-

capitalist long-distance trade (state guaranteed trade monopolies). Net 

investment spending requires increasing demand, ultimately increasing mass 

demand if competition is maintained among the privileged. In the absence of 

dynamic demand expansion, available surplus is not necessarily invested, as 

North American social sciences assume, explaining diverging behaviour as 

determined by social and cultural factors. Capitalism – defined as production 

for profit – does not expand by transforming all other modes of production 

into capitalist ones, as net investment ultimately depends on expanding mass 
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markets.
2
 Instead, we are assisting a worldwide increase of rents as capitalism 

lacks the power to transform not yet capitalist societies. In the South as well as 

in the originally capitalist societies, this leads to tendencies of intensified rent 

seeking and an increasing role of politics in the economic process. Cultural 

nationalist and new political movements, which I call New Cultural 

Identitarian Political Movements (NCIPM),
3
 increasingly replace (at least on 

the surface) the cosmopolitan political movements which evolved during 

decolonisation after 1945 in large areas of the South. The international system 

will be largely structured by rent and state power (not nation states in the 

traditional sense) because of politico-economic reasons. 

Profit and Rent 

Capitalist enterprises appropriate profit on anonymous competitive 

markets without any special regulation in favour of a particular enterprise. In 

contrast to profit, rent is appropriated on the basis of market imperfections, 

some of which having been created by the natural conditions of production 

(differential rents as a result of differences in production costs in primary 

production, especially mining). Most of these imperfections, however, are the 

result of the absence of capitalist transformation of the economy concerned. 

Available surplus is not quasi-automatically invested when political 

and cultural obstacles are removed because it is appropriated as rent. 

Therefore, economic liberalisation does not result in capitalism but in a rather 

generalised form of rent-seeking. Capitalist profit depends on expanding 

demand which triggers off net investment spending. The income paid to labour 

in (net) investment goods production will be spent on consumption goods and 

allows the producers of consumption goods to realise higher sales than their 

own cost of production (at all steps of the production chain, including 

amortisation) provided that labour spends its wages.
4
 Entrepreneurs get what 

they spend (on investment), workers spend what they get (as wages). Profit 

can be low even if surplus is largely available as in any economic downturn.  

As any new technology reduces unit costs (as otherwise it would not be 

competitive), at constant real wages any new technology creates less income 

per unit produced than a previous technology (rationalisation). Rising mass 

incomes trigger off increased investment in new technologies for new 

products. Some of these new technologies are capital-intensive because of the 

nature of the (new) product. Others are capital-intensive because expensive 

technology compensates for higher costs of labour. More expensive 

technology might not have been cost-effective at the earlier wage levels. 
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Capitalism, therefore, depends on a relation between entrepreneurs and 

labour in which labour can negotiate increases in its wages according to 

increases in its productivity even if employers are opposed. Unions may have 

had their role in this process, however also unions can be strong only in case 

of high levels of employment. The transition to capitalism therefore depends 

on high levels of employment. Labour which produces less than the cost of his 

reproduction cannot be employed and constitutes a surplus of labour which 

limits the negotiating power of already employed labour.
5
 Underdevelopment 

is characterised by a surplus of labour according to Lewis.
6
 I call this labour 

marginal labour.
7
 Marginal labour can still survive through redistribution 

within traditional solidarity structures (large family, cast, tribe). In such 

structures, empowerment of labour is, however, not possible, as marginal 

labour depends on the magnanimity of lords who tolerate redistribution.
8
There 

will shedding of labour when market regulations are introduced. 

This result can be avoided by subsidising the marginal ones. In the 

case of England, the poor laws’
9
 effect on consumption implied a reduction of 

surplus (the rent of the landlords) but not necessarily of profit. Expanding 

markets for simple products triggered off investment in industries geared to 

mass consumption, which I call a popular pole of industry.
10

 

In the capitalist world, empowerment of labour has preceded the 

transition to capitalism. In today’s underdeveloped world the intrusion of 

market relations has further disempowered labour and blocked the transition to 

capitalism. Typically, entrepreneurs in the underdeveloped world largely 

depend on political regulations and favours of the powerful. The ideologies 

associated with these structures therefore insist on limits to the market and 

competition on the basis of moral economy.
11

 

The underdeveloped world nowadays knows market relations but no 

empowerment of labour, and thus too little transformation of surplus into 

investment for capitalist mechanisms to unfold. The absence of economic 

empowerment of labour further weakens the position of labour in the political 

process. In a capitalist economy, productivities measured in monetary terms 

converge over time in different production lines, in that a haircutter’s wage is 

not too different from a metalworker’s wage within a capitalist nation (but 

very different between nations). This convergence occurs despite great 

differences in the increase of physical productivity in these production lines. 

Convergence is defined as structural homogeneity. It is not the result of a 

somehow harmonious development, but of high levels of employment. 

Branches with above average increases of productivity can exploit their 
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innovations only by extending production. At high levels of employment they 

attract additional labour by offering better pay. Branches with below average 

productivity increases will lose labour, and suddenly realise that at a lower 

output level they can increase their prices. They increase the wages of their 

labour. Productivity levels, measured on the basis of the monetary value of the 

product, converge because products manufactured with more expensive labour 

have to a higher market price, hence “value” (as cheaper labour is not 

available).  

Vice versa saturation of the markets for new products leads to the 

relative decline of above average wages in the innovating branches. Socio-

economic situations of labour converge and this renders organisation of class 

interests easier. Such processes of convergence between branches of 

production (and also regions) constitute the reality of nation building.
12

 

Obviously, with a significant labour surplus such processes of homogenisation 

and empowerment of labour on the labour market cannot take place. The 

economies in the South remain heterogeneous: especially in the low 

technology branches, labour has no negotiating power because of the labour 

surplus and therefore has difficulties to unite in strong class organisations. 

Irrespective of previous experience in industrial growth (in luxuries), 

the South specialised in products for which backwardness in productivity was 

compensated by other factors (like natural conditions of production). 

Regarding agricultural products, the South enjoyed comparative advantage 

because of climate. Mineral raw materials in these countries became 

competitive when rich deposits in the West were exhausted. 

Capitalism saves on raw material inputs. Demand for raw materials for 

industrial production therefore grew little relative to the increase of the world 

income. Food items like tropical beverages also face declining shares in 

household budgets in industrially advanced countries (low price and income 

elasticity of their demand). Following the devastating collapse of trade during 

the world economic crisis of the 1930s, all over the world, national liberation 

movements radicalised, especially when the weak recovery of 1937 further 

deteriorated the terms of trade of the South because of rising prices for the 

industrial world and stagnant prices for the South.
13

 

Better prices for exports were considered the main instrument to 

provide financial resources for the newly independent postcolonial states and 

their dominant state classes.
14

 They shared their secular nationalism and 

followed old leftist interpretations that capitalist growth depends on capital 

accumulation proceeding more rapidly than national income. This implies an 
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ever-increasing capital-output ratio. Bankers and Marxists shared this view, 

even though capitalism is characterised by constant capital-output ratios. By 

compressing consumption in order to increase financial means for 

accumulation, they blocked the development of their own internal mass 

markets, for which local industries could have produced standard products for 

local consumers with initially not very sophisticated but locally produced 

technologies.
15

 Applying local technology and marrying it with initially not 

very sophisticated imported technology would have improved local skills and 

local knowledge on a broad basis.
16

 Mainland China, but also Taiwan and 

South Korea followed this alternative path which favoured the emergence of a 

local capitalist class. 

In neglecting the importance of internal mass markets and the popular 

sector of industry, the secular state classes concentrated on increasing earnings 

from the export sectors. High export incomes drove up their exchange rates to 

levels where other local products were no longer competitive not only on the 

external market, but even on their own internal markets (Dutch disease). 

Smuggling and other illegal practices, economically speaking rent seeking, 

became highly profitable and created a lot of unproductive employment. 

Unequal income distribution promoted self-privileging (whatever the original 

ideological orientations), and more dangerously, institutionally mediated 

delusions about own achievements (falsification of statistics) within the state 

classes.
17

 

Export-oriented Manufacturing and Rents 

Since the outbreak of the Third World debt crisis (1982), the West had 

been successful in removing most of the rents from raw material exports of the 

South with the exception of oil where the U.S. defended high prices in the 

interest of their supply security. This implied a shift to exports of 

manufactured products, which had started initially in raw material poor 

countries such as South Korea and Taiwan. 

Export oriented manufacturing is not based on very low real wages, but 

on low exchange rates.
18

 At the beginning of the export-drive from the South, 

wages in these countries at purchasing power parity were multiples of wages 

at the exchange rate of the purchasing power on the world market.
19

 

Devaluation for the purpose of employment expansion can be successful only 

if additional labour does not have to be fed with comparably high additional 

food imports. At low real wages, additional mass consumption mostly 

comprises food, and simple products which can be locally produced provided 

that there is food for additional workers. 
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The shift to liberalisation in the wake of the orientation to export-

oriented manufacturing only led to the disappearance of visible rent which had 

to be paid by the West (higher raw material prices). Rents came no longer 

from the importing economies of the West, but from the modernised Green 

Revolution- driven agricultural economies of the South. In all export-led 

industrialising economies there were some production lines which had already 

been competitive at much higher exchange rates (cloth making but not yet 

computer parts). Devaluation in combination with a taxation of those already 

competitive products allows for job increases while maintaining export 

proceeds from the previously already competitive lines of production. 

There were different mechanisms to capture the rents. Local content 

rules are one of them. An exporting company can only use a decreasing share 

of its export earnings to serve its shareholders abroad and to pay for imports 

necessary for its production. It substitutes imported supplies with products 

from local suppliers, which are not yet cost-competitive. 

In the 1970s, Korea was facing inelastic demand for its textiles on the 

world market it largely dominated, and therefore chose to block the import of 

textile machinery. Korean textile exporters had to turn to the previous spare 

part producers and encourage them to produce initially much more expensive 

textile machinery. The same effect could have been achieved by taxing Korean 

textile exports and channelling the proceeds, a rent, to a national organisation 

promoting textile machinery, however probably with much less efficiency.
20

 

Developed raw material exporters in the regions of recent settlement 

(United States, New Zealand, Australia and Canada) did not only enjoy high 

incomes in their (highly productive) raw material sectors, but early on high 

levels of employment had led to high levels of mass incomes with economic 

diversification already well under way when important raw material rents 

emerged.
21

 Their productivity in raw material production implied the danger 

of having to specialise on raw materials despite a relatively high productivity 

in manufacturing: The threat of Dutch disease was successfully turned down 

by customs barriers. Customs barriers, however, did not work, if there was no 

easy access to agriculturally useful land for the masses resulting in low mass 

incomes as in Latin America. Rents increased because of inequality and did 

not lead to industrial growth. 

The emergence of rent is therefore the result of stalled capitalism, 

where there are market relations, but no rising mass incomes and their effects 

on income distribution which capitalism requires. Not social cultural values, 

but income distribution in favour of the mass of the population is decisive for 
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keeping rents from blocking capitalism. Where the conditions for mass 

consumption-based capitalism did not emerge, social integration of the 

Tönnies
22

 type of “society” was not durable; it had to be completed by 

“community”, which is based on ties beyond mere economic interests. The 

failure of the secular nationalists meant a re-emergence of community. 

The Rise of Cultural Nationalists and the Discourse of Identity Creation 

The postcolonial secular nationalists, who had won independence also 

by referring to 1688, 1776, and 1789 as part of the project of liberating all 

humankind, had, however, not succeeded in creating jobs and, thus, economic 

empowerment by developing internal mass consumption. The failure of the 

secular state classes discredited Western values, and New Cultural Identitarian 

Political Movements emerged all over the South (except East Asia, where the 

Communist secular state classes had succeeded in imposing relative equality). 

The cultural nationalists rose in many Islamic countries (Iran, Pakistan, Egypt, 

Jordan, Algeria) and also in India; in Latin America, they took the form of 

indigenous movements (Venezuela, Ecuador, Bolivia
23

).  

Identitarian movements do not base their unity on economic 

programmes.
24

 Cultural origin was the unifying element of membership. This 

ideology of cultural nationalism was especially successful with, of course, 

some intellectuals often called ideological entrepreneurs. They were important 

already in the 19th century in many societies of the South, but were 

marginalised by the colonial powers when the negotiation of independence 

started. Because of the economic failure of the secular nationalists, first the 

small-scale industrialists and the traders turned to the cultural nationalists: an 

increasingly inefficient and resource poor state was more and more perceived 

as rapacious and corrupt. Subsequently, new middle classes followed. They 

had grown substantially due to the successful expansion of education after 

independence but did not find jobs which had already been taken by the 

preceding generation of incumbents who were much more familiar with the 

languages and cultures of the former colonial powers. The large bulk of the 

marginalised population had immense expectations from independence and 

national revolution which did not materialise. They increasingly migrated to 

urban areas, where the rich who hold the rent incomes let some of it trickle 

down. 

These different interests could be addressed with an economic 

doctrine, which emanated more from moral values than from economics.
25

 

Moral economy combined relative liberty for entrepreneurs of all sorts with 

some basic obligations for the poor.
26

 The pragmatism of such doctrines 

facilitated growth as they safeguard the market mechanism and allow state 
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subsidies to priorities technical development. At the international level, the 

topic of exploitation and unequal specialisation of the South vis-a-vis a 

dominant West lost relevance in the daily management of their external 

economic and diplomatic relations. This allowed practical agreements to be 

negotiated as well as leading to pragmatically adapted cooperation with the 

West. 

The International System with New Cultural Identitarian Political 

Movements 

The international system will be multipolar despite the overwhelming 

resources of the United States. India, China, Brazil, Russia, and also perhaps 

the European Union have the resources to reject demands of the United 

States.Each NCIPM will defend interests of the large multi-ethnic units they 

organise as states. They will not accept obligations to refrain from state 

intervention to promote competitiveness and excellence, neither will they 

refuse pragmatic trade and capital transfer openness in order to avoid lagging 

behind in technology.
27

 Identitarian issues will be secondary in their 

international relations. 

The BRICS commitment to free trade is perfectly compatible with their 

defence of state intervention to guarantee growth in strategic branches. There 

will be even more free trade to the benefit of all within the limits of the 

national interests of the participating countries, as this allows some BRICs to 

catch up in the high-technology industries.
28

 

Both tendencies, the rise of major powers within a multipolar 

international framework, and the rise of the NCIPM reduce the importance of 

discourses on the exploitation by the dominant West and the unequal 

specialisation of the South. Uneven globalisation will continue and is a 

continuing source of rent, which governments will be eager to appropriate to 

promote growth. Some governments will be more centralised, others more 

oligarchical.
29

 

There are two mechanisms for homogenising economic spaces. At the 

national level, migration leads to wage convergence and ultimately promotes 

nation building. Catching up and some convergence can also be achieved 

through changes in the exchange rates.
30

 

Because of the many obstacles to migration, convergence of 

international labour costs is produced in today’s international system by 

exchange rate adjustments. But there is one often not discussed problem: The 

standard assumption is that the productivity differences between all branches 

of two economies correspond to an average. However, such an average can 
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only be produced following the mechanisms described above for converging 

productivities within each national economy. If new exports require massive 

further devaluation and old exports provide high export incomes at the high 

exchange rate (like in the case of oil countries), a combination of 

unemployment and high export incomes may be in the interest of the 

privileged social groups. For many economies the exchange rate providing the 

highest earnings and the exchange rate providing the highest employment may 

be different and this constitutes the point of departure of Dutch disease and for 

rent appropriation.  

As long as the backwardness in less advanced economies was 

relatively low only in raw materials and some labour-intensive old products 

with low income and price elasticities of demand on the world market, the 

displacement of industries in the more advanced economies by new 

competitiveness of the South was negligible. But with the end of good prices 

for raw materials and better capabilities of the South to accept devaluation and 

low export earnings per unit produced, displacement in the West increased. It 

is amplified by the Western attempt to preserve jobs by imposing wage 

restraints on its labour. Productivity grows more rapidly than production.
31

 In 

the wake of the knowledge revolution, knowledge obtained through learning 

by doing loses importance. Therefore, technically backward countries may be 

less backward in most modern products where learning by doing is less 

important. Globalisation implies the possibility of the “periphery” to overtake 

the “centre.”
32

 State-governed and rent-based industrial policy is the 

frequently chosen remedy. 

In such a structure of pragmatic openness with multiple possibilities to 

preserve parochial interests of local (national) groups, large countries are 

better placed than small countries. Hilferding
33

 showed long time ago that 

initially sunk high costs of starting production in technically promising 

branches can more easily be born, if they can be distributed on a larger 

number of consumers. Some nations’ economies have appropriate sizes which 

allow high starting costs without losing competitiveness in relation to other 

economies. The standard (especially European, often “ethnically” defined) 

nation state, however, is not large enough. 

Cultural nationalism allows transcending the limits of the ethnically 

defined nation states and weakens the link of individuals to their respective 

nation. Cultures are spread over larger territories than most languages of the 

world. Greater China comprises of many Chinese territories which do not 

speak the Han language. India has more official languages than the European 

Union. The tendency to form greater economic units operating as nation states 
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did previously, will stabilise these greater powers. More than 50 percent of 

today’s world population lives in China, India, Brazil, Russia, the US and the 

European Union. 

In case of imbalances between these powers, scientifically they cannot 

find an equilibrium exchange rate. The protection of their labour from 

unemployment is a political issue not only for developed countries, but also 

for catching-up economies as shown by China’s defence of its undervalued 

currency. Even limited conventional warfare is difficult between these major 

powers, but also between them and their near neighbourhoods as the 

metropolitan resistances against the Vietnam and the Algerian wars 

demonstrate.
34

 The United States’s hegemonic position will further lose much 

of its importance with nuclear war between major powers not providing 

reasonable advantages even to the victorious power. 

Accommodation of interests as envisioned in the 1815 Vienna system 

will be a priority: regions will be aggregated around these major powers. The 

projection of power into geographically contiguous neighbourhoods can be 

countered by distant powers only with great visibility of military violence and 

corresponding higher costs. The possibility of the help from outer powers, 

however, will provide countries with some autonomy under the clout of 

regional powers. Smaller powers will be committed to upholding the construct 

of legal sovereignty as their major safeguard against regional powers.  

There are remnants of the past: soft bellies, which are not yet allotted 

to one of the major powers, like sub-Saharan Africa. The Arab world will also 

be such a soft belly: All other powers have problems with the Muslim world, 

and the Muslim world houses the most important reserves of cheap energy. 

Levels of conflicts will decrease if the important members of the 

international system enjoy fairly parallel growth and similar employment 

possibilities. The Keynesian 1944/45 idea of making the world system more 

peaceful by imposing strategies of full employment on all countries on the 

basis of their internal markets with sanctions for continued export surpluses 

would be a first step for descaling economic conflicts. 

The system will tend to be based on great powers’ interest to avoid 

major conflict by establishing workable relations of trust, a sort of mutually 

guaranteed survival not only of the powers but also of those in power. All 

powers will hesitate to support violent or even non-consensual social change 

in other powers and reject all major social change. Also, the 1815 Vienna 

system was characterised by solidarity between the monarchs if major interests 
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were not at stake. The system will be chaotic and find its multiple equilibria in 

trial and error processes called international diplomacy.
35

 It will be committed 

to maintaining the status quo at the international level but also at the various 

national levels of relevant participating nations. 
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The Dragon’s Charm Diplomacy in the South China Sea 

Nalanda Roy
 

Abstract 

The South China Sea (SCS) has long been regarded, as one of the most 

complex and challenging ocean-related maritime disputes in East Asia. This 

region has become critical among the disputing countries because of its 

geographic position in major oceanic routes used by crude oil tankers from 

the Persian Gulf to Asia and for transporting goods to the rest of the world, as 

well as for promising offshore oil and gas reserves. This paper explores 

whether China’s growing assertive position in the name of charm diplomacy 

will be able to calm down and bring some fresh air in the SCS region. 

Keywords: South China Sea; East Asia; China; charm diplomacy. 

All warfare is based on deception. Hence, when able to attack, we must 

seem unable; when using our forces, we must seem inactive; when we 

are near, we must make the enemy believe we are far away; when far 

away, we must make him believe we are near. Hold out baits to entice 

the enemy. Feign disorder, and crush him. 

                              -Sun Tzu, The Art of War 

Introduction 

Southeast Asian states are highly sovereignty sensitive, and this 

sensitivity has made the principle of nonintervention the bedrock of foreign 

policy and interregional state relations. Seas are a central concern for 

Southeast Asian countries
1
, so it is hardly surprising that the countries in the 

region are strongly nationalistic in asserting and protecting their claims. Mark 

Valencia comments, ―Indeed, when countries in Asia think maritime, they 

think first and foremost about boundary disputes, not protection of the 

deteriorating marine environment or management of dwindling fisheries,‖ and 

he further states that ―[i]t is these perceptions that must change.‖
2
 This paper 

explores whether China‘s growing assertive position in the name of charm 

diplomacy is going to calm down and bring some fresh air in the SCS region. 

                                                           

Assistant Professor of International Studies and Asian Politics, Georgia Southern University 

(Armstrong Campus), Savannah, Georgia, USA. 
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Southeast Asia is situated between the southwest provinces of China 

and the east of India. This region includes the following countries: Brunei 

Darussalam, Cambodia, Indonesia, Lao People‘s Democratic Republic (PDR), 

Malaysia, Myanmar, Philippines, Singapore, Thailand, Vietnam, and, 

arguably, the Democratic Republic of Timor-Leste (formerly known as East 

Timor). Southeast Asia‘s position as a bridge between two oceans as well as 

between the continents of Asia and Oceania gives the region a distinctive 

identity and importance.
3
 Southeast Asia has witnessed a plethora of important 

political changes and the emergence of new security threats. In fact, historical 

mistrust, enduring territorial disputes, and competing maritime claims have 

combined to weaken an at least partially successful regional security 

structure.
4
 Southeast Asian countries will face enormous challenges over the 

next decade. They will have to be competent not just in sustaining economic 

growth and addressing environmental issues, but they must also keep up with 

increasing energy demand, and as this paper emphasizes-manage potential 

conflicts in the region.
5
 Southeast Asia is not only an important area for trade 

and transport but it also includes vital sea lanes of communication (SLOCs), 

which account for 32 percent of the world oil net trade and 27 percent of the 

world gas net trade.
6
 Because of maritime disputes in the SCS and border 

conflicts between and among the Southeast Asian countries, the region has 

become a priority for China.
7
  

Geostrategic Interests in the South China Sea 

The SCS is regarded as one of the most dynamic and controversial 

regions in the world. Multiple issues or matters of concern include territorial 

sovereignty; disputed claims to islands, rocks, and reefs; jurisdiction over 

territorial waters, exclusive economic zones, and the seabed; regional and 

international rights to use the seas for military purposes; maritime security; 

rapid economic development; and environmental degradation. China has long 

viewed the near seas as regions of geostrategic interest. China‘s recent public 

designation of the SCS as a matter of core national interest is one of the 

primary reasons numerous observers suggest that China is getting tough. 

Many view the SCS as being in a state of hope and prosperity, on the one 

hand, and uncertainty and threat, on the other.
8
 The complex disputes in the 

SCS seem to be essentially a tangled knot of intractable challenges. Notable 

incidents include China‘s attack on Vietnam regarding the Paracel Islands in 

1974, China‘s attack on Vietnam near Fiery Cross Reef in 1988, and China‘s 

clash with the Philippines over the Mischief Reef in 1995, as well as other 



Nalanda Roy: The Dragon’s Charm Diplomacy  17 

 

 

more recent incidents like those of the Impeccable, the USNS Bowditch, and 

the armed clashes in the Scarborough Shoal in 2015.
9
 The dragon‘s insistence 

upon ―indisputable sovereignty,‖ supposedly based on historic rights, and the 

related ―Nine/Eleven dotted Line Controversy‖ has only added to tensions in 

the SCS.  

Before the end of the Cold War, the presence of both the Russian as 

well as the United States Navy facilities in Vietnam and the Philippines 

largely provided a stabilizing balance of power in the region. However, their 

withdrawal from this region has made China the dominant naval force. 

Neighbours fear that Beijing is trying to establish the entire region as a 

Chinese Lake.
10

This dracophobia has led to several miscalculations in the 

region. Territorial claims to the islands and reefs are especially important in 

order to establish an exclusive economic zone (EEZ) around the disputed 

islands that would include the oil and natural gas resources in the area. The 

SCS has numerous archipelagoes, islands, peninsulas, coral reefs, seasonally 

reversing monsoon winds, and underwater currents. All thesecombine to 

produce exceptionally favorable conditions for a fertile marine ecosystem.
11

 

No one paid much attention to the Spratlys until World War II when 

the Japanese started using this island for military purposes. Taiwan has 

reportedly deemed ―the entire area within the U-shaped line to be China‘s 

historical waters.‖
9
 According to Keyuan, historic rights fall into two types: 

exclusive with complete sovereignty, such as historic waters and bays, and 

non-exclusive without complete sovereignty, such as historic fishing rights in 

the high seas.
10

 However, Keyuan argues that historic rights claimed by China 

are unique and different from these types because they are connected with the 

EEZ/continental shelf regimes.
11

 He calls the situation historic rights with 

tempered sovereignty, whereby China can claim sovereign rights and 

jurisdiction, but not complete sovereignty.
12 

Keyuan even contends that since 

the declaration of the nine-dotted line, international society made no 

diplomatic protests nor voiced any disagreements.
13

 Later, a number of maps 

produced abroad were delineated along the nine-dotted line indicating the area 

as belonging to China.  
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Map 1.1 highlights the importance of the worlds shipping route as a 

chokepoint for the flow of crude oil between the Gulf and East Asia. 

 

(Source: US Energy Information Administration)
12 

Ninety percent of Japan‘s oil passes through this area
13

and China has called 

the sea a ―second Persian Gulf.‖
14

Estimates of the oil resources near the 

Spratly Islands range from 105 billion barrels to 213 billion barrels.
15

 

Estimates of total gas reserves also vary from 266 trillion cubic feet (TCF) to 

more than 2,000 (TCF.)
16

 Regarding the Spratly issue, Beijing continues to 

move forward with a ―three no‘s‖ policy – no specification of claims, no 

multilateral negotiations, and no internationalization of the subject. China has 

even consolidated its facilities at Fiery Cross Reef in the Spratly archipelago 

with the installation of an early warning radar system. At the same time, China 

maintains a continuing naval presence at Mischief Reef off the west coast of 

the Philippines.
17

 

Dracophobia in the SCS 

As Asia‘s energy consumption grows in parallel with its economic 

development, access to and control of these resources will weigh heavily on 

claimant perceptions of the strategic value of contested areas
18

 – not least the 

Spratlys. The wider significance of disputes in the SCS relates to the threat 

that a higher level of military action could pose to vital SLOC arteries to other 

parts of the world, including the Middle East. If the SLOC gets disrupted due 

to armed conflict, then the economic interests of the Asia–Pacific countries, as 

well as the U.S., could be severely affected.
19

 Over half of the top ten 

container shipping ports in the world are located in or around the SCS, which 

is the main artery of transportation for imports and exports.
20
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The potential riches of the SCS and its adjacent waters have increased 

competition and conflicts, and thus it might be said that the Asian theater will 

be critical for shaping state practice regarding the law of the sea and 

determining whether or not the 1982 convention will really constitute the law 

in being.
21

 The SCS dispute has an obvious geostrategic dimension. If China 

ever succeeds in realizing its territorial claims, it would then ―extend its 

jurisdiction some one thousand nautical miles from its mainland so as to 

command the virtual Mediterranean or maritime heart of Southeast Asia with 

far-reaching consequences for the strategic environment.‖
22

 Each state has 

developed apparently irreconcilable positions regarding islands and 

archipelagos. The SCS has acquired added significance since it harbors large 

energy reserves. Thus, it has become quite impossible for the claimants to 

follow the good fences make good neighbors policy at least in the sea.
23

 

In fact, the maritime boundary delimitation set out in the UNCLOS is 

also a source of tension between China and its neighbors. Although China and 

Vietnam have signed the agreement on the maritime boundary delimitation in 

the Gulf of Tonkin, there is no other maritime boundary agreement between 

China and other neighboring countries.
24

 Fishing remains an important 

economic activity in this region. The SCS provides 25 percent of the protein 

needs for 500 million people and 80 percent of the Philippine diet.
25

 Several 

agreements were signed between neighboring states for the proper and 

peaceful management of this industry. However, things are often going rough 

and out of shape in this region. 

The Washington Times published a report in 2005 and stated that 

China is adopting a string of pearls strategy of bases and diplomatic ties which 

is to include a new naval base at the Pakistani port of Gwadar, which has 

gained significant importance due to Beijing‘s One Belt One Road (OBOR) 

initiatives. The Chinese funded port is only 390 nm from the Hormuz Straits. 

In case of a disruption in the Straits of Malacca, oil imports could be diverted 

through there and then transported via the Gilgit region to western China.
26

 

The 2011 Pacific Energy Summit held in Jakarta, Indonesia explored the role 

of natural gas with regard to energy security and climate change in the region. 

Experts predicted that a Golden Age of gas in the Asia–Pacific region is on its 

way. In fact, unconventional gas production technology is providing access to 

vast new reserves of natural gas. At the same time, emerging liquefied natural 

gas (LNG) infrastructure in the region, rising production, and increased global 

availability have enabled natural gas to play a significant role in energy 

diversification efforts.  

By 2020, Asia is expected to be the world‘s largest regional market for 

natural gas. Unprecedented growth is the characteristic of the Asia–Pacific 
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region today, with China at the forefront of rapid economic expansion 

followed by India. The International Energy Agency (IEA) projected that 

China will account for half of global oil demand growth in the next five years, 

while over the next 25 years, demand from OECD countries such as the U.S., 

Japan, and Europe will remain flat.
27

 Despite various constraints, new regional 

pipeline developments have begun to take shape as the continental markets of 

Asia evolve. Beijing is also enhancing its pipeline diplomacy initiatives to 

sponsor new major regional gas pipelines from Turkmenistan, Kazakhstan, 

and Myanmar. The objective is to construct a large west-to-east domestic 

trunk-line gas pipeline infrastructure to accommodate China‘s growing 

imports of LNG.
28

 Huge advances in drilling technology and the growing 

interest of foreign companies in exploring petroleum resources in this region 

have intensified disputes. Rich hydrocarbon deposits in Brunei and the 

Malaysian state of Sabah have also been discovered.
29

 It is estimated that the 

SCS region, excluding the Paracels and Spratlys, has provenoil reserves of 

approximately 7.8 billion barrels and current oil production within the region 

is well over 1.9 million barrels per day.
30

 In fact, total SCS production 

continues to grow as more and more oil wells in China, Malaysia, and 

Vietnam have become operational.  

Dragon’s Charm Diplomacy 

The term core interest has important significance when describing 

China's intentions in the SCS area. If the SCS issue is really a matter of ―core 

interest‖ to China, which would place it on at par with other sovereignty issues 

such as Tibet and Taiwan, perhaps justifying military intervention in the 

region. A foreign ministry spokesperson commented at a news conference that 

China has ―indisputable sovereignty‖ over the Spratly Islands. But there have 

been no such statements concerning their position in the SCS as a whole. 

Critics even comment that China may have internal political disagreements 

regarding the South China Sea because Beijing does not speak with precision 

about the South China Sea.
31

 Besides, some of their claims are not even 

officially documented. This shows that China‘s outward policy has been 

somewhat ambiguous with regard to any claim of total sovereignty over the 

area. Nonetheless, the Chinese military has declared that China has 

―indisputable sovereignty‖ over the SCS and this has naturally generated 

dracophobia around the world. 

China‘s navy has been demonstratively more aggressive at sea, seizing 

fishing boats, arresting sailors from other countries, and exchanging 

gunfire.
32

As General Mi Zehnyustated,China must develop a strong sea power 

to protect and not yield a single inch of its three million square kilometers of 

ocean territory. China must ‗build a new Chinese maritime great wall.‘
33

 The 
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SCS‘s growing strategic significance, as well as increasing military 

competition in the region, guarantees that there will be more opportunities for 

miscalculation. With the People‘s Liberation Army and Navy (PLAN) 

conducting further exercises and activities at sea far and beyond, the risks will 

tend to rise. Research vessels will do their preparatory work, and other 

militaries will step up surveillance, resulting in an increased number of vessels 

in a limited space. The PLA is even developing new platforms and capabilities 

to address still other objectives within the East and South China Seas, and 

possibly even into the Arctic and the Indian Ocean.  

One plausible interpretation of this paper is that China is trying to 

dominate the entire area militarily by establishing a chain of outposts in the 

SCS region. New missile units outfitted at various locations in China could be 

used in a variety of non-Taiwan contingencies. Aerial-refueling programs and 

Airborne Early Warning and Control (AEW&C) will allow for extended air 

operations into the SCS.
34

On the one hand, China authorizes the use of force 

to preserve its core interest in this region and, on the other hand, it tries to woo 

its neighbors‘ faith through charm diplomacy. For example, China is trying to 

use its soft power ‗charm‘ diplomacy tactics through capacity-building 

assistance in a range of marine and environmental initiatives in the region. 

In sum, although China‘s official policy of ―peaceful rise‖ recognizes 

the international values of peace, international order, and cooperation, that 

policy is becoming increasingly suspicious.
35

China‘s two-track hard/soft 

policy toward SCS disputes indicates a pattern it has been following in both 

settled cases and those that are unsettled, such as the dispute with Japan over 

islets known as Senkaku in Japan and Diaoyu in China. When the Japanese 

government declared that it will buy the privately-owned islets, Beijing was 

very upset. In response, China decided to send two patrol ships to safeguard 

the islets. Such incident shows that the most important aim is to not only 

ensure balance in the Asia–Pacific region but also to counterbalance 

asymmetric dependence.  

Besides, China‘s ―string of pearls‖ strategy has become an important 

one in terms of expanding its power.
36

 If leaders of other South Asian states 

contemplate militarizing some of these ―pearls,‖ it would be difficult for 

Beijing to convince them that hosting PLAN bases is in their best interests. As 

―swing players‖ in an emerging Indo-Pacific ―great game,‖ the littoral states of 

the Indian Ocean will probably prefer not to align but rather oscillate between 

Beijing, New Delhi, and Washington.
37
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Map 1.2 China‘s ―String of Pearls‖ Route
38

 

 

The question stands whether the U.S. military presence in East Asia is 

a part of U.S. strategy to counterbalance China‘s efforts in creating the Energy 

Silk Road or to complete the geographical containment of China.
39

 The U.S. 

could strengthen its own position by becoming a party to the UN Convention 

on the Law of the Sea, however, various obstacles stand in the way of 

improved security relations with China. For example, the U.S. sale of arms to 

Taiwan or the intense patrol activities of U.S. aircraft and ships in the South 

and the East China Sea. In fact, the dragon is increasingly becoming 

concerned about the neo-interventionism and neogunboat policy of other 

major powers, and Washington‘s involvement in particular has created much 

alarm and trepidation within China. Chinese leaders began advocating 

peaceful rise as soon as they realized that their hard power stance was widely 

mistrusted. Beijing has called upon other nations in Asia to abandon their 

alliances with the U.S. and has warned against foreign intervention in the SCS. 

However, this strategy has often encountered a backlash.  

China is now asserting its territorial and maritime claims in the East 

and the South China Sea, maintaining its longstanding claim over the Taiwan 

Strait, making claims in the Indian Ocean, and talking about the 

implementation of a ―string of pearls‖ strategy. China might learn some 

lessons from Norway‘s earlier claims over Svalbard. According to the 1920 

Spitsbergen Treaty, Norway was granted sovereignty over the Spitsbergen 

archipelago, or Svalbard. However, the treaty restricted Norway‘s control to 
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some extent and Norway was obliged not to discriminate against any nation or 

company from the signatory states seeking to undertake maritime or mining 

activity on the island. In fact, Norway has never interrupted the global supply 

of oil, not surprisingly perhaps because it is both an oil exporter and 

explorer.
40

 Beijing understands that with the melting of Arctic ice, the 

Northwest Passage would be used by countries to reduce shipping time 

between Europe and Asia. As the Japan Times commented, the Northern Sea 

Route (NSR) will force nations to reassess their maritime strategies.
41

 

Conclusion 

―The time to make peace is when there is peace.‖  

                                                           ---Sri NoordinSopiee 

China‘s new assertiveness in the SCS region has raised tensions and 

highlighted the need for all potential claimants to make or reaffirm their 

claims, clarify their extent, and prepare to defend them, militarily if necessary. 

The disputes have the potential to escalate into serious international conflicts, 

not only because of the practical resource stakes, but also because emotions 

run high whenever the themes of challenges to sovereignty and national pride 

are sounded. In terms of IR theory, there are thus strong realist incentives for 

conflict as well as constructivist dimensions, insofar as the numerous parties to 

disputes assess the strength and significance of their own claims and degree of 

commitment to them, as well as the elusive ―actual‖ intentions of their rivals. 

In fact, the long-range threat from China may yet prove to be far less serious 

than some analysts and policy-makers suppose. Much depends on the priority 

China attaches to expansionism in the SCS, when the country has so many 

other regional concerns— Taiwan, North Korea, Japan—not to mention 

problems at home.  

The SCS dispute can be described as a great bargaining game where those 

with the most bargaining power leave the game with the biggest reward. 

China, being the most powerful player in this dispute, exercises a relatively 

aggressive policy toward other claimants by maintaining a very staunch 

position. It is thus hard to determine whether China is actually trying to 

establish a maritime sphere of influence and hegemony in the SCS or using its 

charm diplomacy as the bargaining chip to explore further.Cooperation 

between and among SCS claimants should be encouraged to set up regimes for 

the effective use of natural resources, perhaps starting with the management of 

fishery resources, with the hope of having a spillover effect on other areas of 

collaboration. The parties should actively investigate successful agreements 
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for joint fishing management zones, protection of diminishing coral reefs, and 

hydrocarbon exploration, as well as more general nature conservation zones, 

especially those administered by independent or multilateral agencies. There 

might also be joint efforts to expand tourism in the region, with an emphasis 

on ―eco-tourism.‖ 

There are rumors that Beijing will invest money in developing advanced 

air defenses, submarines, anti-satellite weapons, and anti-ship missiles, and 

use them to deny other countries access to the SCS. Furthermore, China has 

recently announced new rules allowing for the interception of ships in the 

SCS, which has raised serious alarm across Asia.
42

 If China were to fully 

enforce these new rules beyond the 12-nautical-mile zones, it would represent 

a significant threat to all countries concerned.
43

 Beijing has also published a 

new vertical-format map of China including 130 islands and islets in the SCS, 

which were not featured previously.
44

 Moreover, China is also actively 

engaged in building ties with other island nations located on or near to India‘s 

border, like Sri Lanka, Seychelles, and even Mauritius. Such actions are 

certain to increase the possibilities of dracophobia even all the more in the 

region. 

Parties to territorial claims appear to be more anxious to keep their future 

options open, rather than risk closing them off prematurely through any 

compromise settlement. This may reflect the perceived domestic utility of 

persistent foreign frictions and/or a genuine belief that it is too early to know 

what strategic and resource rewards might eventually prove to be at stake. 

Nevertheless, I do make a few modest suggestions for various potential ―win-

win‖ measures that might help to advance cooperation and lower tensions in 

future years. Former President Hu Jintao defined the objective of China‘s 

foreign policy as to ―jointly construct a harmonious world,‖ and invokes the 

cultural idea of ―all under heaven.‖
45

 Time will tell if his statement comes 

true. 
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India-Afghanistan Relations in the Modi-Ghani Era 

Vinay Kaura

 

 

Abstract  

India has had strong political and cultural links with Afghanistan. India’s 

interest in seeing the war-torn Afghanistan move towards greater peace and 

prosperity cannot be overstated. India-Afghanistan relations have improved 

substantially under the leadership of Prime Minister Narendra Modi and 

Afghan President Ashraf Ghani. Although Ghani’s initial moves of seeking 

closer relations with Pakistani military caused unease in New Delhi, the last 

two years have witnessed greater warmth in Indo-Afghan relations.  Pakistan 

has neither fulfilled its promise of convincing the Taliban on holding peace 

dialogue with the Afghan government nor has ceased to provide safe havens to 

the Taliban. Therefore, the Ghani government has sought a larger Indian role 

in reconstruction and capacity building in Afghanistan. The Modi government 

continues to reiterate its support for a negotiated political reconciliation that 

is Afghan-led, Afghan-owned and Afghan-controlled. This article also argues 

that US President Donald Trump’s South Asia policy to recommit the US 

military to Afghanistan, and also to ensure that the Ghani government is in a 

position to deal with the Taliban from a position of strength has brought India 

and Afghanistan closer.  

Keywords: India-Afghanistan relations; Taliban; Pakistan; Ghani government; 

Modi government; Trump administration. 

Background 

India and Afghanistan share a long history of cultural and societal ties. 

India‟s engagement with Afghanistan has become multidimensional since 

2001. From the Indian perspective, the most important factor in its Afghan ties 

is Pakistan which incorrigibly frames any kind of Indian engagement in 

Afghanistan as a threat. Depending on the degree of cooperation, New Delhi–

Kabul relations can be studied through three phases. The first phase began 

with India‟s independence in 1947 and lasted till the end of the Cold War. 

Afghanistan-Pakistan territorial disputes, in particular involving Pashtunistan 

and the Durand Line, brought New Delhi and Kabul closer. During this phase, 
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India enjoyed amicable relations with Afghanistan except during the Soviet 

intervention (1979–89). India‟s special partnership with the Soviet Union and 

the logic of Cold War politics led India to take a neutral position on Soviet 

intervention, which adversely affected India‟s image among the Afghans and 

the West.  

The second phase began with the end of the Cold War in 1991 and 

lasted till the overthrow of the Taliban regime in 2001. India had troubled ties 

with Afghanistan in this phase marked by civil war, Islamic extremism and 

jihadist terrorism. India‟s influence fluctuated, waning with the ouster of the 

Najibullah regime and temporarily rising when Burhunuddin Rabbani‟s 

regime ruled during 1992-96. However, with the coming to power of the 

Pakistan-supported Taliban regime in 1996, New Delhi‟s influence in 

Afghanistan was eclipsed by Islamabad. This period also witnessed India 

providing support to the Northern Alliance, an anti-Taliban resistance group 

comprising mostly Tajiks, Uzbeks and Hazaras. Russia and Iran had also 

supported the Northern Alliance. The space vacated by India on both the 

occasions was manipulated by Pakistan‟s security establishment to implement 

its policy of „strategic depth‟ – a concept that has led Islamabad to treat 

Afghanistan as its backyard. During the second phase, India faced increased 

challenges from Pakistan‟s „deep state‟ on the Kashmir front as well. As 

underlined by Ayesha Jalal, “The tactic of pushing battle-hardened militants 

from Afghanistan across LOC to wage a low-intensity war against Indian 

security forces in Kashmir was designed to keep the subcontinent's most 

contentious dispute in the international gaze.”
1
 

The third phase began with the toppling of the Taliban regime in 2001. 

This phase has seen India rebuilding its bilateral ties with and regaining 

influence in Afghanistan. India has emerged as the most important regional 

power, investing in institution building in Afghanistan. Since 2001, New Delhi 

has provided $2 billion in economic aid and has pledged another $1 billion 

over the next few years for Kabul. As Afghanistan‟s stability is considered 

important for India‟s own security, New Delhi has been supportive of the 

spread of democratic institutions in Afghanistan, which is battered by decades 

of conflict and instability. This article maps out the dynamics of Indo-Afghan 

relations after 2014.   

The Pakistan Factor   

Pakistan, being the most prominent external actor in Afghan political 

affairs, has been a central factor in Indo-Afghan ties. India‟s long friendship 

with Afghanistan has special sensitivity for Pakistan, which stresses the 
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common bonds of history and religion that it shares with Afghanistan. In order 

to entice Afghanistan into its tight strategic embrace, Pakistan‟s security 

establishment has named almost all Pakistani missiles after Muslim invaders 

of the subcontinent who once ruled over Afghanistan.
2
 Moreover, Pakistan 

views itself as the rightful inheritor of the „Raj‟ in the north-western frontier of 

the British Empire. Similarly, Pakistani strategists believe that Pakistan is an 

expert player in the Pakistan-Afghanistan bilateral equation and that if only 

Kabul could follow Pakistan‟s „advice,‟ everything would be alright. But 

Pakistani attempts to make Afghanistan a client state through strategic 

instruments such as the Mujahideen and Taliban have resulted in a severe 

backlash. 

Despite frequent proclamations of friendship and brotherhood, 

Pakistan army never fully cooperated with the Hamid Karzai administration in 

Kabul, installed following the overthrow of Taliban. Although, led by an 

ethnic Pashtun, the Karzai regime was seen by Pakistan‟s security 

establishment as anti-Pakistan and pro-India. Pakistan continued to shelter and 

train the Taliban as strategists in Rawalpindi believed that Pakistan would 

need to defend itself against any possible Indo-Afghan nexus once US forces 

decided to exit from Afghanistan. This was a major bone of contention 

between the Karzai regime and Pakistan‟s security establishment.  

When Ashraf Ghani became Afghan president in 2014, Kabul took the 

bold step of changing its existing policies and ways of doing business with 

Pakistan. It was a refreshing break from the past as Ghani‟s policy shift 

appeared to offer a great hope for facilitating reconciliation between 

Afghanistan and Pakistan. Ghani avoided making any adverse comment on 

Pakistan‟s Inter Services Intelligence‟s (ISI) support to the Afghan Taliban 

and the anti-India terrorist outfit, Lashkar-e-Taiba (LeT). Pakistan‟s then army 

chief, Raheel Sharif, and the ISI Chief, Rizwan Akhtar, went to Kabul amid 

much fanfare. Ghani‟s visit to the Pakistan army‟s General Headquarters 

(GHQ) in Rawalpindi in November 2014 was what surprised many in India.
3
 

He also sought the support of China, which has considerable influence in 

Pakistan. During his visit to Beijing, Ghani indicated that he viewed India‟s 

role in Afghanistan as an aid-provider, but not in the sphere of security, 

marking a break from his predecessor Karzai who always considered India as 

a critical security partner.
4
 

With the passage of time, Ghani encountered significant limitations on 

his ability to bring about a shift in Pakistan‟s attitude towards Afghanistan that 

so many had expected. Despite his diplomatic outreach to Pakistan, bilateral 
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relations began to get bitter. He has since expressed his disappointment over 

the failure of Pakistan to bring the Afghan Taliban to agree to negotiations, 

blaming them for disturbing peace and security in the region. In August 2015, 

Ghani declared that “Pakistan still remains a venue and ground for gatherings 

from which mercenaries send us messages of war… and the bomb making 

facilities used to target and murder our innocent people still operate, as in the 

past, in Pakistan.”
5
 Addressing the Afghan parliament in April 2016, after a 

brutal Taliban assault on Kabul in which more than 60 people were killed, 

Ghani called on Pakistan to battle the Taliban rather than try to bring them into 

peace talks. He said that the Taliban leaders finding shelter in Peshawar and 

Quetta were “enemies of Afghanistan who shed the blood of their 

countrymen.”
6
 Speaking at the United Nations General Assembly in 

September 2016, Afghanistan‟s vice-president, Sarwar Danish, severely 

criticized Pakistan for training and financing groups like the Taliban and the 

Haqqani network and providing safe havens to the terrorists.
7
  

Pakistan became the target of a hard-hitting attack by Ghani at 

Amritsar during the Sixth Ministerial Conference of the Heart of Asia – 

Istanbul Process (HoA-IP) in December 2016. When Pakistan‟s foreign policy 

advisor, Sartaz Aziz, pledged $500 million for the reconstruction of 

Afghanistan, Ghani asserted that no amount of money can assist Afghanistan 

if there is support to terrorists by Pakistan, further embarrassing Pakistan by 

saying that “this fund could very well be used to contain extremists because 

without peace any amount of assistance will not meet the needs of our 

people.”
8
 The Afghan government fiercely criticizes Pakistan, and insists that 

sanctuaries on Pakistani soil have enabled the Islamist insurgents to sustain 

their terrorist operations in Afghanistan.  

Indo-Afghan Bilateral Relationship  

Pakistan‟s deep links with the Taliban and India‟s firm opposition to 

such a link had kept New Delhi out of Kabul in the late 1990s. Following the 

overthrow of the Taliban, India let the US to combat the Taliban insurgency 

and restricted its activities to „soft power‟ initiatives. Keeping in view 

Pakistan‟s sensitivity to India‟s direct involvement in Afghanistan, India 

clarified that it had no intention of committing its troops to Afghanistan. India 

rightly felt that Indians in Afghanistan would become sitting ducks for battle-

hardened and Pakistan-sponsored Taliban.  

Pakistan‟s ideological fixation with anti-Indianism and its operational 

prerequisite of gaining „strategic depth‟ in Afghanistan has always cast a 

negative shadow over the role of India in the reconstruction and development 
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of the war-ravaged Afghanistan. Indian diplomatic missions, engineers and aid 

workers have been repeatedly targeted by the Taliban in Afghanistan.
9
 New 

Delhi has deployed mountain-trained paramilitary force, the Indo-Tibetan 

Border Police (ITBP), to guard Indian Embassy in Kabul and its four 

Consulates in Jalalabad, Mazar-e-Sharif, Kandahar and Herat.
10

 Therefore, 

Kabul is an important security and strategic partner for New Delhi as the 

common interest in combating terrorism and building democratic stability 

ensures strong mutual ties between the two countries.  

After a protracted electoral process for two rounds of Afghan 

presidential elections, a power-sharing agreement was signed between the two 

leading contenders for power, Ashraf Ghani and Abdullah Abdullah. This 

ended the standoff over the disputed election result and led to the formation of 

national unity government in September 2014. Ghani was appointed as the 

president and Abdullah became the chief executive officer (CEO) of the 

national unity government. The ceremony was attended by India‟s then Vice 

President, Hamid Ansari.
11

 Abdullah Abdullah, CEO of Afghanistan visited 

India in March 2015, during which he also participated in a conference 

organized by India Today. Acknowledging India as Afghanistan‟s most 

generous supporter, he said that “India ought to look at Afghanistan as a 

permanent friend.” Responding to Indian concerns on the growing warmth 

between Kabul and Islamabad under the Ghani administration, Abdullah 

insisted that Afghanistan‟s engagement with Pakistan must never suggest that 

relations with India would ever be sacrificed.
12

  

President Ghani came to India in April 2015 on his first official visit, 

which assumed greater significance since he came to India after his visit to 

China in October 2014, and to Pakistan in November 2014, and then to the 

United States in March 2015. It was speculated that the delay not only 

indicated a reprioritization in Afghanistan‟s foreign policy calculus towards 

India, but also marked a sharp contrast to warmness that Karzai displayed 

towards India. However, Rakesh Sood, India‟s former ambassador to 

Afghanistan, wrote that India should not be “unduly concerned” over Ghani‟s 

“Pakistan-China project” as it could not diminish the goodwill India had 

gained in Afghanistan over the past one decade, asking the Modi government 

“to accelerate the expansion of the Chabahar port on the Iranian coast which 

provides an alternative route to Afghanistan and Central Asia.”
13

 C. Raja 

Mohan argued that “if Ghani had no choice but to focus on a „Pakistan-first‟ 

strategy, Delhi has no option but to patiently wait for Kabul‟s new 

+engagement with Rawalpindi to play out.”
14

 Clearly, the prospects for 
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reconciliation between Kabul and Islamabad were not bright because Pakistan 

army would demand absolute compliance from Afghan government on terms 

of political settlement with the Taliban.  

During Ghani‟s interactions with the Indian leadership, the discussion 

ranged on cooperation and assistance in various sectors including the health, 

education, agriculture, disaster management, power sector and electoral 

management. Moreover, both sides “expressed determination to work 

together, along with the international community, to combat and defeat the 

scourge of terrorism in all its forms and manifestations. They called on the 

international community to severely deal with the safe havens for terrorists 

that continue to threaten regional and global security.”
15

 The Afghan Embassy 

in Delhi proposed building sister-city relationship “between Delhi and Kabul, 

Mumbai and Kandahar, Ajmer Sharif and Herat, Hyderabad and Jalalabad, 

Ahmedabad and Asadabad, as well as the State of Assam and the Province of 

Helmand”.
16

  

India‟s Prime Minister Narendra Modi paid an unannounced visit to 

Kabul in December 2015. This was his first visit to Afghanistan after 

becoming Prime Minister. Former Prime Minister Manmohan Singh had 

visited Kabul in 2011 and 2005. During his visit, Modi unveiled two of India‟s 

most important initiatives in Afghanistan: the inauguration of the Afghan 

parliament building and the handing over ceremony for four Mi-25 attack 

helicopters. Supply of helicopters denoted a shift in India‟s position on 

supplying „offensive‟ military equipment. Under Modi‟s leadership, India 

began to shed its earlier hesitation on only giving non-lethal assistance like 

transport vehicles and training to Afghanistan.
17

 According to the joint 

statement, it was “agreed that groups and individuals that perpetrate violence 

on the people of Afghanistan and challenge by use of violence and terror 

against the Government of Afghanistan cannot be allowed to exercise control 

or wield influence over any part of Afghanistan‟s territory in any manner 

whatsoever.” It was also decided to conduct the first Strategic Partnership 

Council meeting headed by the Foreign Ministers in early 2016 along with 

four joint working group meetings.
18

 

Afghan CEO Abdullah Abdullah visited India from January 31 to 

February 4, 2016, and held discussions on bilateral, regional and global issues 

including the security situation and reconciliation process in Afghanistan. An 

Agreement on Exemption from Visa Requirement for Holders of Diplomatic 

Passports was signed between the two countries. During an interview, 

Abdullah informed that India had been updated on “each and every 
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development” in the Taliban reconciliation process.
19

 He also addressed the 

Counter Terrorism Conference in Jaipur, India, on February 2, 2016.  

Modi visited Herat in western Afghanistan in June 2016 and jointly 

inaugurated with Ghani the Afghan-India Friendship Dam, earlier known as 

the Salma Dam. It was his second Afghan visit in a span of six months. 

Stressing India‟s commitment to Afghan peace and development, Modi said, 

“India will not forget you or turn away…Your friendship is our honour; your 

dreams are our duty.”
20

 The importance of the Indo-Afghan ties was further 

underlined by Afghanistan‟s decision to award Modi its highest civilian 

honour, the Amir Amanullah Khan Award. During his speech after 

inaugurating the dam, Modi invoked iconic Sufi saint Khwaja Moinuddin 

Chishti, whose home village lies near the dam and who settled down in Ajmer: 

“Khwaja Moiunuddin Chishti, the first of the Chishti saints in India, said that 

human beings must have the affection of the sun, the generosity of the river 

and the hospitality of the earth.”
21

 The Salma Dam is expected to help 

Afghanistan capitalize on opportunities thrown open by operationalization of 

the Chabahar port in Iran. As Pakistan has not permitted any Indian goods to 

travel overland Afghanistan, New Delhi and Kabul are working on 

strengthening alternative routes, including the air cargo corridor launched in 

June 2017, as well as the Chabahar sea route. India‟s first major shipment of 

1,30,000 tonnes of wheat to Afghanistan through Chabahar Port was 

dispatched from the western seaport of Kandla in October 2017, launching a 

trade route bypassing Pakistan. Indian External Affairs Minister Sushma 

Swaraj said that the shipment was “a gift from the people of India to our 

Afghan brethren” as well as the “the starting point of our journey to realize the 

full spectrum of connectivity from culture to commerce, from traditions to 

technology, from investments to Information Technology, from services to 

strategy and from people to politics.”
22

 

India‟s growing interest and influence in Afghanistan was reflected in 

Modi‟s announcement of providing Kabul with $1 billion in economic aid, 

when President Ghani held talks with him in New Delhi in September 2016. 

Ghani‟s India visit in October 2017 has been discussed in subsequent sections. 

The dialogue at the highest level between India and Afghanistan has been 

complemented by regular interactions between senior ministers, military 

officials and civil society representatives. This sends out an unequivocal 

message that Islamabad‟s specious objections against Indo-Afghan partnership 

would not deter New Delhi and Kabul from deepening their partnership. 
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India’s Assistance for Afghan Reconstruction 

India has adopted a „soft power‟ approach in the post-Taliban 

Afghanistan by taking responsibility for various reconstruction and 

developmental programmes. India has built the Afghan Parliament building, 

funded construction of the Afghan-India Friendship Dam – to name just two 

highly visible development projects sponsored by New Delhi. India‟s 

assistance to Afghanistan also extends to rebuilding of air links, power plants 

and investing in health and education sectors. India helps train Afghan civil 

servants, diplomats and police personnel. Building on strong historical links, 

India has been open to the Afghan people, facilitating cooperation in diverse 

fields. Thousands of Afghans visit India every year for tourism, medical care 

and education. Even former President Hamid Karzai chose an Indian hospital 

for the delivery of his third child.
23

 India has allowed Afghan government 

telecommunication through Indian satellites. Although New Delhi maintains 

that economic assistance to Kabul is for infrastructural development and 

capacity building, it is mainly driven by India‟s geopolitical interests in 

Afghanistan.  India has two major strategic objectives in Afghanistan which it 

seeks to achieve through aid. First, India does not want the reemergence and 

reassertion of fundamentalist brand of political Islam as represented in the 

Taliban. Second, India does not want Pakistan to achieve „strategic depth‟ in 

Afghanistan and exploit its advantage to harm India‟ security interests. Both 

nations have developed strategic and military cooperation against Islamists 

and terrorists. India‟s non-interference policy stance has yielded rich 

geopolitical dividend for India as opinion polls have suggested that Afghans 

have a very positive perception of India while compared to any other country. 

Intensification of civilian cooperation also means stronger trade and 

investment links. Afghanistan is a landlocked country which has been 

dependent on Pakistan‟s Karachi port for access to the sea. This advantage has 

given Islamabad considerable influence over Kabul that it has periodically 

utilized to pressure Afghan governments. But to the consternation of Pakistan, 

the situation changed when India-funded construction work of a 135-mile road 

connecting Afghanistan‟s Nimroz province with the Iranian port of Chabahar 

was completed. This project “created a new transport corridor that ends 

Pakistan‟s monopoly on seaborne transit trade to Afghanistan”
24

 The Zaranj-

Delaram Highway connects 16 of Afghanistan‟s “34 provinces, stretching 

from Herat, Mazar-i-Sharif, Kabul, Ghazni, and Kandahar and to Tajikistan‟s 

Gorno-Badakhshan province. The highway creates North-South transport 

corridors linking the Indian sub-continent and the land-locked Central Asia. 
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The new infrastructure enables Afghanistan to access the Arabian Sea through 

Iran, and raises its potential to stimulate more investment from trade with 

outside powers like India.”
25

 In May 2016, India signed a historic three-nation 

deal with Iran and Afghanistan to develop the Chabahar port and build a 

transport-and-trade corridor through Afghanistan that could substantially 

reduce the time and cost of doing business with Europe.
26

 

India‟s role has thus acted as an exertion of its „soft power.‟ New 

Delhi‟s commitment for the development of Afghanistan has already crossed 

$3 billion since 2001. India has also agreed “to extend further assistance for 

the Afghan national defence and security forces in fighting the scourge of 

terrorism, organized crime, trafficking of narcotics and money laundering.”
27

 

Since both India and the United States have realized that all development work 

is unsustainable without strong external military support to the Kabul 

government, it seems very reasonable to argue that India‟s relationship with 

Afghanistan is going to have a strong security component.  

Further, the Modi government has decided to take up to 116 high-

impact community developmental projects in 31 Afghan provinces, as decided 

in a meeting between External Affairs Minister of India, Sushma Swaraj, and 

Afghan Foreign Minister, Salahuddin Rabbani, in New Delhi on 11 September 

2017. These investments would be in the areas of education, health, 

agriculture, irrigation, drinking water, renewable energy, flood control, micro-

hydro power, sports and administrative infrastructure.
28

 India‟s agenda is to 

build the capacity of the Afghan state as well as of Afghan security forces, 

enabling them to fight more effectively against the Afghan Taliban and ISIS. 

This is in tune with the requirements of the Afghan government as well as the 

international community.  

Trump’s New Afghan Policy and India 

Beginning in 2001, the war in Afghanistan has proved to be the longest 

American involvement in an external war. The United States has spent more 

than $800 billion and nearly 2,400 American soldiers have lost their lives.
29

 

The US President Donald Trump‟s new Afghanistan policy had some new 

elements and emphases. Trump put Pakistan on notice on its policy to harbour 

and nurture the Afghan Taliban, particularly its most lethal wing, the Haqqani 

network. He said: “We have been paying Pakistan billions and billions of 

dollars at the same time they are housing the very terrorists that we are 

fighting. But that will have to change. And that will change immediately.”
30

 

One element in Trump‟s speech that really rattled Pakistan was his invitation 

to India to increase its role in Afghanistan. He said: “We appreciate India‟s 
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important contributions to stability in Afghanistan, but India makes billions of 

dollars in trade with the US, and we want them to help us more with 

Afghanistan, especially in the area of economic assistance and 

development.”
31

 Trump‟s policy has been viewed as a remarkable turnaround 

for the US that earlier wanted to keep India out of its Afghanistan for fear of 

offending Pakistan. India was viewed as part of the problem till the Obama 

administration, and now Trump has argued that India should be viewed as part 

of a solution to the Afghan conflict.
32

  

Trump‟s policy was received very positively by Afghanistan and India 

as also by a cross-section of the academic and security communities in the 

United States and India. There was great consensus among Indians, both in 

and outside of the government, that Trump‟s policy speech would be very 

positive for India. The spokesperson of India‟s Ministry of External Affairs, 

Raveesh Kumar, highlighted the fact that Trump had repeatedly mentioned the 

need to dismantle safe havens in Pakistan and said, “We welcome President 

Trump‟s determination to enhance efforts to overcome the challenges facing 

Afghanistan and confronting issues of safe havens and other forms of cross-

border support enjoyed by terrorists. India shares these concerns and 

objectives.”
33

 On Trump‟s call for India to do more, it was pointed out that 

India was already helping Afghanistan due to its traditional friendship: “We 

have been steadfast in extending reconstruction and development assistance to 

Afghanistan in keeping with our traditional friendship with its people. We will 

continue these efforts, including in partnership with other countries.”
34

  

Similarly, Trump‟s strategy for the war in Afghanistan was appreciated 

by Afghan government officials for increasing troop numbers, doing away 

with strict timelines and for upping pressure on Pakistan. A spokesman for the 

Afghan president argued that “This is the first time the U.S. government is 

coming with a very clear-cut message to Pakistan to either stop what you‟re 

doing or face the negative consequences.”
35

 Claiming that “US-Afghan 

partnership is stronger than ever in overcoming the threat of terrorism,” 

President Ghani thanked “Trump and the American people for this affirmation 

of support for our efforts to achieve self-reliance and for our joint struggle to 

rid the region from the threat of terrorism.”
36

 During his India visit in October 

2017, Ghani has termed the new US strategy a “game-changer,” aimed at 

ensuring a regional approach to fighting terrorism. 

But Pakistani political leaders and the army chief came out against 

Trump‟s policy. After stating that his country was not harbouring terrorists, 

Pakistani Prime Minister Shahid Abbasi told that Pakistan does “not intend to 
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allow anybody to fight Afghanistan‟s battle on Pakistan‟s soil.” Repeating 

Pakistan‟s oft-repeated talk of „political settlement,‟ he rejected Trump‟s 

emphasis on the military dimension by arguing that “the military strategy in 

Afghanistan has not worked and it will not work.”
37

 Pakistani military claimed 

that any Indian involvement in Afghanistan is inimical to Islamabad‟s 

interests. At his talk at the Council for Foreign Relations, Prime Minister 

Abbasi went to the extent to assert that Pakistan does not want any political or 

military role for India in Afghanistan.
38

  

On the other hand, speaking before the House Armed Services 

Committee in the first week of October, the US Secretary of State, James 

Mattis, spoke about Washington‟s attempt “one more time” to work with 

Pakistan in Afghanistan before the Trump administration turns “to take 

whatever steps are necessary” to end Islamabad‟s support for terrorist 

groups.
39

 In tune with Trump‟s policy announcement, India has begun to 

figure prominently in the American scheme of things in Afghanistan. The US 

Secretary of State, Rex Tillerson said that besides Pakistan, India is an 

important element of how the US achieves the objective of “a stable 

Afghanistan which no longer serves as a platform for terrorist organizations... 

And India‟s important role is in providing development assistance to 

Afghanistan...So it is about a commitment, a message to the Taliban and other 

elements that we‟re not going anywhere. And so we‟ll be here as long as it 

takes for you to change your mind and decide you want to engage with the 

Afghan Government in a reconciliation process.”
40

 The US would do 

everything to bring the Taliban to the negotiating table in Afghanistan, but 

expects Pakistan to deny the terrorists a safe haven on its soil. The CIA 

director Mike Pompeo has said that if history is to be a guide, then low 

expectations should be set for Pakistan‟ willingness to cooperate with the US 

in fighting the Islamic terrorism.
41

  

There is no doubt that India has become a central player in Afghan 

political affairs, focusing on reconstruction and developmental activities. 

There is an increased pressure on India to do more in Afghanistan.  

Regional Geopolitical Manoeuvring 

India‟s efforts to ensure peace and stability in Afghanistan have been 

constrained by the evolving regional geopolitics. The biggest challenge 

springs from the changed strategic intent of Russia and Iran, which were 

India‟s active partners in propping up the anti-Taliban Northern Alliance in 

1990s. Both Tehran and Moscow are now undermining Washington‟s position 

in Afghanistan. To add to India‟s worries, President Trump‟s belligerent 
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rhetoric on Tehran is undercutting the gains from the 2015 Iran nuclear deal. 

Far from being opposed to contact with the Taliban, Tehran has been making 

efforts in cultivating it. Moscow‟s relations with Washington are already tense 

and there is no hope of normalcy returning to their fractured relationship. Ever 

since Russia‟s military involvement in Syria, President Vladimir Putin has 

been asserting power in Russia‟s geographical proximity. In the wake of an 

exaggerated threat perception from terrorist organization Islamic State in 

Afghanistan, Moscow is developing good relations with Islamabad. The 

strategic collaboration between Russia and Iran in Syria makes it virtually 

impossible that that they would part ways in Afghanistan on New Delhi‟s 

urging. The near-existential dependence of Ghani administration on American 

financial and military support, estrangement of the US from Moscow and 

Tehran, the Afghan Taliban‟s increasing influence in Afghanistan, and 

Taliban‟s growing bonhomie with Russia and Iran, coupled with the rise of 

ISIS in Afghanistan have severely complicated the political situation in 

Afghanistan.  

Both China and Russia have been critical of the Trump 

administration‟s coercive approach towards Pakistan. Coming to Islamabad‟s 

defense after announcement of Trump‟s new Afghan policy, a Chinese foreign 

ministry spokesperson stated that “Pakistan is at the forefront of the counter-

terrorism efforts. For many years, it has made positive efforts and great 

sacrifices for combating terrorism and made important contributions to 

upholding world peace and regional stability.”
42

 Russian President‟s Special 

Envoy for Afghanistan, Zamir Kabulov, who has emerged as the most visible 

symbol of Russia‟s growing strategic embrace of Islamabad, believes that the 

real threat to regional security comes from ISIS and not Taliban. Kabulov 

responded to Trump‟s Afghan policy by saying that putting pressure on 

Pakistan would only further destabilize the region.
43

 However, Moscow‟s 

diplomatic effort to convince Beijing to include Pakistan-based terrorists 

groups in the recent BRICS declaration at Xiamen in China is the positive 

aspect of Russia balancing its foreign policy in South Asia.
44

 In a significant 

move to engage India more in the Afghan peace process, Putin recently sent 

Kabulov to hold discussions with India‟s national security advisor Ajit Doval 

and foreign secretary S Jaishankar.
45

  

Diplomatic Coordination  

India has extended diplomatic support for Afghanistan at all regional 

and multilateral levels. Despite Pakistan‟s diplomatic reluctance, India helped 

Afghanistan become the latest member of the South Asia Association of 
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Regional Cooperation (SAARC) in New Delhi in 2007. The 2011 strategic 

partnership between India and Afghanistan is historical in the sense that it was 

the first such accord that Afghanistan had signed since the Soviet invasion in 

1979, the original trigger for the outbreak of political violence and conflict.  

When an army base in Uri in India‟s Jammu and Kashmir was attacked 

by Pakistan-based terrorists on 18 September that killed 19 Indian soldiers, it 

led to near collapse of relations between India and Pakistan. New Delhi 

denounced Pakistan at the UN as the host of the “Ivy League of terrorism”. 

Afghanistan along with Bangladesh and Bhutan supported India‟s call for the 

boycott of the forthcoming summit of SAARC in Islamabad in November.
46

 

This dealt a humiliating blow to Pakistan and isolated it diplomatically in the 

South Asian region. Afghanistan‟s foreign ministry was most stinging in its 

criticism of Pakistan. The Afghan statement mentioned that “Due to increased 

level of violence and fighting as a result of imposed terrorism on Afghanistan, 

the President of Afghanistan Mohammad Ashraf Ghani with his 

responsibilities as the Commander in Chief will be fully engaged,  and will not 

be able to attend the Summit.”
47

 

At the „Heart of Asia-Istanbul Process‟ conference on Afghanistan in 

Amritsar in December 2016, Prime Minister Modi and President Ghani jointly 

hit out at Pakistan for sponsoring sanctuaries to the terrorists. While 

inaugurating the meeting, Modi emphasized that “Terrorism and externally 

induced instability pose the gravest threat to Afghanistan‟s peace, stability and 

prosperity. The growing arc of terrorist violence endangers our entire region. 

As such support for voices of peace in Afghanistan alone is not enough. It 

should be backed by resolute action. Not just against forces of terrorism, but 

also against those who support, shelter, train and finance them.”
48

 This was an 

unmistakable reference to Pakistan‟s support for the Afghan Taliban. Echoing 

Ghani‟s words, Modi said that “inaction against terrorism in Afghanistan and 

our region will only embolden terrorists and their masters.” Modi also 

supported an “Afghan-led, Afghan-owned, Afghan-controlled” peace process. 

Afghanistan was the co-chair along with India of this edition of HoA-IP, 

which was launched in November 2011 in Turkey.  

The US has also enhanced its strategic coordination with India in 

pursuance of its new strategy in Afghanistan. Defence Secretary James Mattis‟ 

statement on the China Pakistan Economic Corridor (CPEC) was an 

expression of America‟s reservations about the One Belt, One Road, of which 

CPEC is a part, and an endorsement of New Delhi‟s position. During a 

Congressional hearing before the Senate Armed Services Committee, Mattis 
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said that “in a globalised world, there are many belts and many roads, and no 

one nation should put itself into a position of dictating „one belt, one road‟. 

That said, the One Belt One Road also goes through disputed territory, and I 

think, that in itself shows the vulnerability of trying to establish that sort of a 

dictate.”
49

 It should be noted that India considers China‟s ambitious Silk Road 

project as a violation of its “sovereignty and territorial integrity,” as it passes 

through the Gilgit-Baltistan region in Pakistan-occupied Kashmir.
50

  

When Secretary of State Tillerson landed in New Delhi in the last 

week of October 2017, President Ghani was also hosted by the Modi 

government. It demonstrated a remarkable diplomatic coordination between 

India, US and Afghanistan as it sent a clear message to Pakistan that regional 

equations were shifting. Visits of Tillerson and Ghani came at a time when the 

Trump administration has underscored India‟s centrality in the Afghan 

theatre.
51

 Pakistan has refused to allow any Indian goods to travel overland 

Afghanistan. Annoyed by Pakistan‟s refusal to allow the land route trade, 

President Ghani has said repeatedly that he would cut off Pakistan‟s access to 

Central Asia. During this visit, Ghani created a storm by asserting that 

Afghanistan would not be a part of the China-Pakistan Economic Corridor 

(CPEC) if Islamabad refused to permit connectivity between India and 

Afghanistan. Ghani also went to the extent of warning that if Afghanistan was 

not given transit access to Wagah and Attari for trade with India, Kabul would 

also restrict Islamabad‟s access to central Asia.
52

 Rejecting suspicion in 

Islamabad that New Delhi and Kabul have joined hands against Pakistan, 

Ghani claimed that “There is no secret agreement between Afghanistan and 

India. There are no secret Indian facilities. There is no destabilisation of any 

neighbours from Afghanistan taking place through implicit or explicit 

collusion.”
53

  

Conclusion 

Since Pakistan‟s national identity narrative has been built around 

Islam, Pakistani rulers have remained consistent about Pakistan‟s commitment 

to the concept of pan-Islamism. Pakistan is unlikely to abandon Jihadism 

without a fundamental reorientation of its core ideology. Thus, any immediate 

expectation of radical change in Pakistan‟s strategic orientation is largely 

misplaced. Pakistan‟s firm belief about the intertwined nature of the Afghan 

and Indian threats, and the ability of Afghanistan, whether on its own or with 

India‟s support, to undermine the Pakistani state, has been a constant theme in 

Pakistan‟s military discourse.  
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The biggest problem is that Pakistan perceives its relations with 

Afghanistan through the prism of its relations with India. Its military seeks a 

veto on Afghanistan‟s relations with India which Kabul would never accept. 

Changing this dynamic requires getting rid of the military‟s stranglehold on 

Pakistan‟s policies towards India and Afghanistan. The belief that China‟s 

increasing involvement in Afghanistan might eventually motivate Beijing to 

put pressure on Pakistan to disengage its security establishment from its ties 

with terrorist groups has also been proved wrong.  

Recommendations 

Pakistan‟s geo-strategic location is considered crucial by the United 

States to maintain friendly ties with Pakistan. The US agenda of exiting 

Afghanistan with Pakistan‟s support has indeed contributed to Pakistan 

becoming a major player in Afghanistan. However, the Trump administration 

has expressed a different opinion about Pakistan‟s role. Though Pakistan will 

remain important in American calculations in Afghanistan, Islamabad is not 

likely to remain the pivotal element of Trump administration‟s Afghan 

strategy because of structural limitations to Pakistan‟s existing capability in 

handling the Afghan situation. The new US administration has declared that 

India is a long-term partner in its stabilization efforts in Afghanistan. This 

moment in the US foreign policy can allow India to expand its positive 

influence into Afghanistan.  

There is an urgent need for additional Indian investment that Afghans 

need and continue to request. India‟s investment in Afghanistan‟s economic 

growth, women empowerment and infrastructure development needs to be 

expanded. There are many opportunities to strengthen the bilateral relationship 

through joint police training, law enforcement activities, and limited sales of 

military hardware, including tanks, combat helicopters and aircraft.  

On account of Pakistan‟s centrality to the US war efforts and 

significant presence of Western troops in Afghanistan, India has preferred to 

limit its exposure to the Afghan conflict. As these conditions are going to 

change sooner than later, India should clearly map out its future posture in 

Afghanistan. Indo-Afghan Strategic Partnership Agreement should be 

implemented with renewed vigour as it provides a framework for future 

bilateral engagements. Diplomatically, New Delhi must forcefully counter the 

argument that Trump‟s new approach will intensify the Indo-Pakistan rivalry 

in Afghanistan and that Kashmir holds the key to peace in Afghanistan. The 

Modi government needs to remind the international community of India‟s firm 

commitment to regional cooperation with both Afghanistan and Pakistan.  
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While focusing on building the capacity and cohesion of the Afghan 

state and its security forces, Indian policy makers should also reassess their 

traditional hostility to Taliban‟s rehabilitation in the Afghan power structure. 

It is critical to bring them to the negotiating table. Therefore, India should 

become a serious stakeholder in the Afghan peace process by getting itself 

involved in multilateral efforts to facilitate the negotiated political settlement 

between the Afghan government and the Taliban.  
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Abstract 

This paper aims to examine how the rise of China may challenge the United 

States as well as underlining the implications and options for the United 

States. It provides a thorough analysis of developments in China’s path to 

become a powerhouse on the world stage, namely China's economic 

successes, military modernization, increased soft power in Asia and around 

the globe, and China's ambition to have an influential role in the international 

system. The paper employs the Hegemonic Cycle framework to establish 

empirical evidence of the rise and decline of the world powers since the 

sixteenth century. Applying this to the case of China's rise and the United 

States as a lonely superpower in the contemporary world politics, the paper 

will demonstrate that the United States needs to be prepared for both 

cooperating and confronting with China. 

Keywords: The United States; the rise of China; hegemonic cycle. 

Introduction 

China‘s rapid rise in the world economy poses a geopolitical challenge 

to the U.S. dominant status and position in world politics. China's rising 

significance in the international system has been underpinned by its economic 

successes, military power, and soft power influence. This paper aims to point 

out the challenges of a rising China to the United States. It will critically 

evaluate three aspects of Chinese power, namely economic, military and soft 

power. It seeks to analyse the hegemonic cycle theoretically and empirically 

and apply the case of China's rise to the U.S. global hegemony. Next, it will 

underline that China has the potential to challenge the U.S.-led international 

economic order and ultimately the world‘s political stability. Last but not 

least, the paper will discuss the implications of China for the United States and 

highlight three options for the United States: accommodation, containment, 

and cooperation plus confrontation. The paper concludes that the U.S. 
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relationship with China in the 21
st 

century will be characterised by both 

cooperation and confrontation. 

The Facts of China's Rise and Ambitions 

In the 21
st 

century, China is poised to become a superpower in world 

politics. By all yardsticks, it is a dominant regional power in Asia, whether in 

economics, military or soft power. In some decades to come, China would be 

able to challenge the U.S. primacy. By looking at China's economic growth, its 

military modernization programme, and its  increasing soft power tactics in 

Asia and around the world, China‘s ongoing rise will be a significant, if not 

defining, factor in shaping the international system as well as  the direction of 

U.S. foreign and security policies. 

China's economic growth 

China‘s economic reform process was initiated in December 1978 

when Deng Xiaoping‘s economic proposals were adopted at the Third Plenum 

of the Eleventh Central Committee of the Communist Party. In 1979, China 

began implementing its economic reforms. Since then, Chinese economy has 

been growing fast and firmly. Before the economic reforms and trade 

liberalization, China had an inefficient and centrally-controlled economy. 

With China's opening to the global economy, foreign trade and investment 

flows, China has been ranked as one of the world's fast-growing economies. 

China's real annual gross domestic product (GDP) averaged nearly 9.71% 

from 1989 until 2017.
1
It is recorded by the World Bank as ―the fastest 

sustained expansion by a major economy in history.‖
2
 

Between 1981 and 2010, about 679 million of Chinese people were 

lifted above extreme poverty line. China is now seen as ―the world's largest 

economy (on a purchasing power parity basis) manufacturer, merchandise 

exporter and importer, and holder of foreign exchange reserves.‖China's fast 

economic growth has led to a huge rise in bilateral trade relations with the 

United States. According to U.S. trade statistics, total trade between the 

United States and China rose from $5 billion in 1980 $578 billion in 

2016.
3
China is currently the United States's largest goods and trading partner.

4
 

Especially, Chinese economic growth has allowed Beijing to gain all the 

Millennium Development Goals by 2015 and contributed significantly to the 

global achievement of the Millennium Development Goals.
5
 

China‘s national wealth is impressive.
6
 It is the world leader in gross 

value of both agricultural and industrial outputs. In 2016, China had the 

world‘s largest reserve of foreign exchange and gold at US $3.01 trillion.
7
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China is the world‘s largest exporter (US$2 2.098 trillion in 2016) as well as 

importer (US$1.597 trillion in 2016).
8
 This economic boost confers a high 

degree of leverage in trading. China has been the major trading partner for 

more than a hundred nations, including the United States, Australia, Germany, 

Japan, South Korea, India, Indonesia, Malaysia and Vietnam. China‘s 

substantial trade surplus allows it to be the leading country with the largest 

surplus in current account balance (US$293.200 billion in 2015).
9
 Since 2008 

up to 2015, China was ranked as the biggest foreign creditor to the U.S. In 

October 2016, China lent the U.S. government US$1.12 trillion.
10

 

In March 2016, China launched the 13
th

 Five-Year Plan with a focus 

on increasing innovation and domestic consumption to make the economy 

more independent from government investment, exports, and heavy 

industry.
11

The Chinese government has indeed achieved a great success in 

economic reforms which have brought prosperity to millions of Chinese 

people and made the Chinese economy more efficient. Chinese leaders also 

have undermined some market-oriented reforms by reaffirming the 

―dominant‖ role of the state in the economy, a stance that threatens to 

discourage private initiative and make the economy less efficient over time.  

China's Military Modernization 

Chinese military might has been growing in pace and scope at a 

stupendous rate. An examination of the state of the Chinese military shows 

that China has invested much of its wealth into modernizing its military 

forces. Since the 1990s, China has shifted the focus of its military doctrine 

from combating a people‘s war under modern conditions to combating and 

winning a high-technology war against a modern opponent.
12

It is noted that 

China has not built up its military in a massive Soviet style.
13

Instead, China 

has modernized its military forces selectively as indicated in 2017 Annual 

Report to Congress prepared by the U.S. Department of Defence:  

Rather than shifting priority resources from civil infrastructure and 

economic reform programs to an across-the-board modernization of the 

PLA [People‘s Liberation Army], Beijing is focused on those 

programmes and assets which will give China the most effective means 

for exploiting vulnerabilities in an adversary‘s military capabilities. 

Hence, Chinese military building has a growing emphasis on the 

significance of the maritime security, offensive operations, long-

distance mobility operations, cyber operations.
14
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In the U.S. report on Chinese naval modernization, it is highlighted 

that ―China is building a modern and regionally powerful navy with a limited 

but growing capability for conducting operations beyond China‘s near-seas 

region.‖
15

 For example, Chinese naval forces have been increased both in 

quality and quantity. Chinese ballistic missile submarines have risen from one 

in 2008 to four in 2016.
16

 China had its very first aircraft carrier in 2012. Now, 

China is embarked on building more aircraft carriers. China has its first 

corvettes in 2014. Since then the total number of corvettes has grown rapidly. 

It is estimated that at least 31 corvettes entered the service by early 2017.
17

 

Besides, China is constructing many cutters for its coast guard. Its navy has 

built new ships at a relatively high rate. In February 2017, China Daily, a 

state-owned media agency, stated, ―In 2016, the PLA Navy commissioned a 

total of 18 ships, including a Type 052D guided missile destroyer, three Type 

054A guided missile frigates and six Type 056 corvettes. These ships have a 

total displacement of 150,000 tons, roughly half of the overall displacement of 

the Royal Navy.‖
18

 In addition,  Patrick Mendis underlined in his article titled 

―The Sri Lankan Silk Road: the potential war between China and the United 

States‖, published in Harvard International Review, that ―China has either 

built or reportedly planned to construct vital facilities in Bangladesh, 

Cambodia, Maldives, Myanmar, Pakistan, Seychelles, Sri Lanka, and 

Thailand.‖
19

Mendis sees these strategic ports, as ―astring of pearls,‖ 

strategically located along trade routes from the Indian Ocean to the South 

China Sea.
20

 

Moreover, China‘s military expenditure has witnessed double-digit 

growth in the last twenty years. It rose to US$ billion 225.71 in 2016 from 

US$ billion 27.86 in 1996
21

.  It seems likely that this pattern will continue.  

China's increasing Soft Power Influence 

The term ―soft power‖ was coined by Joseph Nye in his 1990 book 

titled Bound to Lead: The Changing Nature of U.S. Power. Nye further 

developed the concept of soft power in his 2004 book Soft Power: The Means 

to Success in World Politics.
22

 In general, soft power can be understood as ―a 

country‘s ability to influence other countries without force or coercion.‖
23

In 

the context of China‘s economic and military growth, Joshua Kurlantzickhas 

broadened Nye‘s original definition of soft power. From his observation, soft 

power may be ―anything outside the military and security realm, including not 

only popular culture and public diplomacy but also more coercive economic 

and diplomatic levers like aid and investment and participation in multilateral 

organizations.‖
24

 Nye sees soft power as an efficient foreign policy tool.
25
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The practice of soft power, therefore, seems to be an attractive policy 

option for rising power like China to win hearts of other nations. In January 

2006, in addressing the Central Foreign Affairs Leadership Group, Chinese 

President Hu Jintao stressed that Chinese international reputation and posture 

―will have to be demonstrated in hard power such as the economy, science and 

technology, and defence, as well as in soft power such as culture.‖
26

 Since 

then, Chinese government has invested much time and resources in increasing 

its soft power through the international expansion of Chinese culture.  

One of the great characteristics of U.S. soft power has been the U.S. 

film industry. Hollywood films have been playing an important role to 

promote U.S. fashions and culture across the globe. China now has the world‘s 

second-largest film industry and it is likely to surpass the U.S. film industry by 

2018.
27

Chinese government clearly sees the potential in employing Chinese 

films as an additional instrument to promote Chinese soft power all over the 

world. Traditional Chinese culture is also going abroad. For instance, since 

2007, there has been a sharp rise in China‘s cultural investments in 

Cambodia
28

. Zhou Liyun, director of the DHY Chinese Language Centre at 

the Royal University of Phnom Penh said that Chinese language schools in 

Cambodia have attracted many Cambodian students as China-Cambodia trade 

relations have expanded. He said that the centre was established in 2007 and 

has partnerships with Chinese universities, adding that the centre has had 

around 1,150 students since establishing and offers a bachelor degree in 

Chinese
29

. Chinese Confucius Institute project was launched by Chinese 

government in 2004 in order to promote Chinese language, education and 

culture through the Confucius Institutes. In 2009, the Chinese government-

funded Confucius Institute was set up at the Royal Academy of Cambodia. 

Since then it has three more branches at the Ministry of National Defence and 

two Cambodian universities. By the end of 2016, 512 Chinese Confucius 

Institutes and 1.073 Confucius Classrooms in 140 countries and regions were 

set up throughout the world.
30

 They have contributed considerably to 

advancing Chinese image through language education and cultural activities.   

Indeed, China has had a strategy to grow its soft power in the world. 

Chinese soft power has been promoted mainly through cultural and 

educational networks. With an understanding that Chinese people must share 

the responsibility of improving country‘s image, China will continue to invest 

its resources in growing its soft power. 
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Hegemonic Cycle: Theories and Practices 

The term ―hegemony‖ has stemmed from the Greek word 

hegemonikos, which refers to a capacity to command. Oxford dictionary 

defines ―hegemony‖ in terms of ―leadership or dominance, especially by one 

state or social group over others.‖
31

 Politically, this term was first used by 

Thucydides, a renowned Greek historian to describe the status of Athens in the 

mid-fifth century BC. With the largest fleet in the Mediterranean and a 

prosperous economy, Athens was the hegemon during that early time in 

human history. However, Athens‘ hegemonic position was overthrown by its 

powerful rival, Sparta, after fighting fiercely for 27 years. Thucydides hoped 

that his analysis of the great hegemonic war between the Athenians and the 

Spartans would provide ―an exact knowledge of the past as an aid to the 

interpretation of the future, which in the course of human things must 

resemble if it does not reflect it.‖
32

 He added, ―In fine, I have written my 

work, not as an essay which is to win the applause of the moment, but as a 

possession for all time.‖
33

 

His work on hegemonic war has been the analytical foundation for 

many generations of scholars to develop their own research on the durability 

of hegemony. George Modelski is one such scholar. His 1987 article entitled 

―The Long Cycle of Global Politics and the Nation-State‖ examined the 

lifespan of great powers in the international system and pointed out that the 

cycle of hegemony begins to end when the hegemon‘s legitimate control over 

the international system absolutely declines. According to Modelski, Portugal, 

the Netherlands, Britain and the United State are the hegemons since the 

establishment of the modern world system with the signing of Peace of 

Westphalia in 1648.
34

 

Modelski observed, ―The average duration of known historical cycles 

has been something over a hundred years. Moreover, for some reason not now 

evident the cycles have coincided quite closely with historical centuries, so 

that to each recent century (e.g., the nineteenth) roughly corresponds a distinct 

cycle (the second British).‖
35

 He added that there are about three generations 

in a century, and it might be said that one generation builds, the second 

generation reinforces and the third generation lose control. This means that a 

hegemonic cycle normally includes two phases: the ascending and the 

descending. Based on the analysis of the hegemonic cycles of the Portuguese, 

Dutch and British, and that of the United States as the current hegemon in the 

modern world system, Modelski underlined: 
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The ascending phase has its sources in the disorder and disintegration 

from which a global war originates… The ascending phase continues 

for a time, on past record for a generation, only to experience a gradual 

exhaustion of energy. Global problems arise that remain unattended to 

or are taken up by rising new leaders and competitors; conflicts are 

generated that do not seem to yield to solutions. At some point the 

curve turns and begins to descend until such time as the disintegration 

of authority and the unrestrained assertion of narrow interests lead to a 

new global conflagration. The destructive aspects of this process mark 

the lowest point of a long descending phase.
36

 

Modelski‘s long cycles have been echoed by Gilpin‘s (1981) 

hegemonic transition theory, Thompson‘s (1988) leadership long cycle theory, 

and Doran‘s (1989a) theory of relative power cycles
37

. These theories are 

mutually complementary and supportive, and this complementarity and mutual 

reinforcement offer historical patterns of the global authority structures of the 

world system and the way that the hegemony in such structures begins and 

ends. The past patterns underlined that the international system evolution is an 

increasingly complicated global political process. An international system is 

created when a global hegemon comes and that system collapses with the end 

of the global hegemon. What should be highlighted in these scholars‘ work is 

that for ―the past half-millennium, that pattern or rhythm has been driven by a 

succession of globally-oriented nation-states.‖
38

 

Challenges of China's Rise for the United States 

It involves complexity to define precisely all the challenges of China‘s 

rise to the United States, partly because China is so dynamic. Yet, based on 

facts about China, one can sketch out two main challenges that China‘s rise 

can pose to U.S. global leadership: China‘s challenge to the U.S.-led 

international economic order and China‘s challenge to the world‘s political 

stability. 

China has emerged as an economic powerhouse in the world. China‘s 

growing economic power has enabled Beijing to impact the world‘s economic 

institutions and norms. Nothing tells us more about the future of world 

economy than tracing banking and financial plans on the ground. China‘s 

endeavour to become a regional and global economic power and to challenge 

U.S. primacy can be seen in its new initiatives, namely the One Belt-One Road 

(OBOR), the Asian Infrastructure Development Bank (AIIB), and the New 

Development Bank BRICS (NDB BRICS). 
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The One Belt-One Road initiative is built on China‘s broad 

geographical linkages with countries in Eurasia and the great potential for 

economic benefits that this large area can have, aiming at advancing China‘s 

economic cooperation with Eurasian countries.
39

 Under the concept of ―One 

Belt and One Road,‖ China proposed the Silk Road Economic Belt, the 21
st
-

Century Maritime Silk Road, China-Pakistan Economic Corridor, and 

Bangladesh-China-India-Myanmar Economic Corridor. These projects aim to 

increase trade and investment flows, enhance traffic connectivity and quality 

as well as financial and monetary cooperation. Many countries in the region 

show their interests in China‘s involvement in their infrastructure development 

as their underdeveloped transport system presents a major obstacle to their 

economic development.
40

 

The One Belt-One Road initiative can help to both expand China‘s 

economic connections with many Eurasian countries and foster China‘s 

economic influence in Eurasia. This grand project above all aims to effectively 

promote China‘s soft power in the entire Eurasian region. The exercise of 

Chinese economic power can help to devise Asian solutions for Asian 

problem. Such thinking was implied in Chinese President Xi Jinping‘s speech 

at the Shanghai Summit in 2014: ―…it is for the people of Asia to run the 

affairs of Asia, solve the problems of Asia and uphold the security of Asia. 

The people of Asia have the capability and wisdom to achieve peace and 

stability in the region through enhanced cooperation.‖
41

 

In addition, China established the Asian Infrastructure Investment 

Bank (AIIB) and BRICS New Development Bank (NDB) to provide financial 

support for the implementation of the grand design: The One Belt, One Road, 

and infrastructure development in Asia. With 31 % of the capital shares in 

AIIB and 40% of the capital shares in the NDB BRICS, China has more shares 

in both the banks than any other member.
42

This means that China would have 

a greater voice in forming the regulations and operations of these two financial 

institutions. Such multilateral financial banks as AIIB and NDB BRICS could 

serve as a new platform for China to expand its economic power in the region 

and in the world. This might help Beijing to fulfil the Chinese Dream, which 

supposedly envisages more global responsibilities. For instance, Chinese 

President Xi Jinping considered the creation of AIIB as ―a constructive move 

to undertake more international obligations, promote improvement of the 

current international economic system and provide more international public 

goods.‖
43

With AIIB and NDB BRICS, China has broken the monopoly of the 

World Bank and the International Monetary Fund by providing more options 
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for borrowers who will look for the best borrowing conditions among these 

multilateral banks. There has been a growing interest in AIIB. Nearly 30 

countries have applied to join AIIB and 13 countries, including U.S.‘s close 

ally Canada, have been admitted.
44

As more and more countries benefit from 

services provided by the China-supported banks, China‘s geo-economic 

influence is likely to grow. 

The above scenario could eventually pave the way for China‘s rise to 

the status of a global economic superpower, with implications for the norms 

and institutions of the global economic architecture. Huiyao Wang observes, 

"By taking the initiative in establishing both of these new development banks, 

China indicates it is clearly intent on playing a greater leadership and 

governance role in global finance and investment.‖
45

China‘s growing 

economic power enables it to challenge the key rules and conventions of the 

global economic system that the United States has established and led since 

the end of the Second World War. The United States is likely to be compelled 

to review its financial and economic policy and its relations with the 

developing countries to maintain its leading role in the global economic 

system. 

Furthermore, China‘s rise as a powerhouse in world politics suggests 

that China will seek to expand its presence and engagement in the entire Asia-

Pacific region which is crucially important to U.S. geo-political interests. 

Mark Leonard, Director, European Council on Foreign Relations once put it 

forth that ―If the big China story of the past few decades was about growth, 

exports and investments, the story of the next decade will be about the creation 

of a Chinese economic and political order.‖
46

 Though Beijing has repeatedly 

denied that narrative that China will seek to alter the established world order, 

it has been widely accepted that with a mix of economic and cultural soft 

power, China ―is determined to position China as a regional security power 

that will one day be able to offer Asian nations state of the art weapons 

technology, becoming an Asian alternative to the United States.‖
47

 From the 

Chinese viewpoint, Asian people need to innovate an Asian security concept, 

―establish new regional security cooperation architecture, and jointly build a 

road for security of Asia that is shared by and win-win to all.‖
48

 

 China has insisted that the greatest challenge to the Asia-Pacific‘s 

peace and stability is the United States‘s increased military presence in the 

region. For instance, China‘s response to the Obama administration‘s 

―rebalance‖ to Asia-Pacific was based on great power politics as Aaron 

Friedberg pointed out that the United States and China are ―today locked in a 
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quiet but increasingly intense struggle for power and influence, not only in 

Asia but around the world.‖
49

 

According to China, the real rationale behind the Obama 

administration‘s rebalance was to dominate the region and the world. In the 

article titled ―Goals of US ‗return-to Asia‘ strategy questioned‖ published in 

People‘s Daily, on November 18 2011, it was underlined that the U.S. return 

to Asia is detrimental to the region and runs against mutual interest between 

Washington and Beijing: ―Its ‗return‘ to Asia has drawn people‘s attention 

back to a possible confrontation between itself and China.‖
50

 

China subscribes to the view that the U.S. ―should play a more 

constructive role in promoting the regional economic development and 

cooperation in multiple fields, instead of expanding its military presence to 

show off its irreplaceability because it has proven to be a dead end
51

.‖ China 

viewed the U.S. rebalance as a strategy to enhance U.S. national interests and 

sustain its hegemony, and warned that ―it is impossible for the United States to 

continue to enjoy hegemony like it always has.‖
52

 

In response to then Secretary of State Hillary Clinton‘s article entitled 

―America‘s Pacific Century‖ which touched upon the United States‘s refocus 

on the Asia-Pacific, Wang Fei, writing in the People’s Daily, denied Hillary 

Clinton‘s statement that ―Asia‘s remarkable economic growth over the past 

decade and its potential for continued growth in the future depend on the 

security and stability that has long been guaranteed by the U.S. military
53

.‖ Fei 

rather contended that ―the Asia-Pacific region belongs to all people of the 

region and it is impossible that a top U.S. official who uses the term 

‗diplomacy‘ everywhere does not understand this. Even if there were really a 

‗Pacific Century,‘ it would be the ‗Pacific Century‘ of all Asia-Pacific 

countries‘.‖ 
54

He concluded his article with some advice for the US: 

The late U.S. diplomat George F. Kennan once said that the world 

would never accept a single leadership centre. What people need is the 

democratization international relations as well as equality and win-win 

cooperation. It is hoped that Clinton and U.S. leaders further adapt to 

the transition of the times and are actually aware that the Pacific should 

be the ocean of the people living within and around the Pacific and will 

never become a ―monopolized ocean‖ of the United States.
55

 

Clearly, the Obama administration‘s efforts to expand engagement 

with the Asia-Pacific were complicated by the fact that China read these 

attempts as an implicit signal that the United States was seeking to contain 
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China‘s influence in the region. It seemed that Deng Xiaoping‘s guidelines to 

China‘s foreign policy, not seeking leadership and maintaining a low profile 

was not followed by the present generation of leaders in China.
56

 From the 

Chinese perspective, the US is seeking to contain China and prevent China 

from becoming a significant player in world politics. China believes that 

America‘s expanded military presence in the Asia-Pacific can disturb the 

regional peace and stability. From a strategic perspective, China and the 

United States are competing for influence in the Asia-Pacific. China‘s rise is 

obviously becoming a challenge for the United States in this part of the world. 

If their search for influence in this region is not managed well through 

effective mechanisms, Asian stability and world peace will be certainly 

disturbed. In other words, China‘s rise presents a threat to the U.S.-led security 

architecture in Asia.  

Implications of China's Rise 

The rise of China has some important implications for the United 

States. First, it is assumed that Beijing's top priority is to transform its 

economic wealth into political influence to marginalize and undermine the 

United States in Asia.
57

Second, Beijing seems to believe that China can 

effectively handle the current Asian order and there is no need to compete 

with Washington. China and the United States have common interests in Asia. 

Therefore, they will seek to cooperate with each other and avoid 

confrontation.
58

Third, though China has become a powerful economy in the 

world, China still has various domestic issues to deal with, to name some — 

environmental degradation, income inequality, challenges to sustainable 

development, and sustenance of the Communist Party's legitimacy. This 

means that it is hard for China to devote its time and resources to destabilising 

the U.S. position in Asia. Instead, China will need to maintain good ties with 

the United States for the sake of its economic growth and political stability—

the vital basis for the legitimacy of Communist Party in China. Undoubtedly, 

Chinese leaders have made great efforts to reduce frictions and improve 

relations with the Trump administration. For example, China gave President 

Donald Trump an unprecedented welcome ceremony in his recent visit to 

China as a confirmation of the ―state visit-plus‖ treatment that China had 

promised for Trump.
59

 

However, Chinese leadership has been always suspicious of 

Washington's motivation in expanding the U.S. presence in Asia. For instance, 

the Obama administration‘s rebalancing towards the Asia-Pacific strongly 

reinforced Beijing's view that though the United States encourages 
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cooperation with China, it seeks to contain China. Washington's policy of 

containment aims to keep China divided and weak. This ultimately prevents 

China from replacing the United States in Asia as well as across the globe. As 

China remains suspicious of U.S. intentions, Beijing continues to enhance its 

military power by purchasing and developing weapons systems to encounter 

the United States in case Washington were to intervene in its one-China 

policy.   

Besides, China has challenged the United States in various ways 

through trade agreements, political rhetoric and regional organisations which 

together build up a soft balance against the U.S. primacy. It is observable that 

Beijing's efforts are more evident in Southeast Asia and Central Asia than in 

such areas as the Korean peninsula, crucial to U.S. strategic interests.  To 

explain the recent ―state visit-plus‖ treatment in China's approach to the 

United States, it seems likely that Beijing sees its interests served better 

through a cooperative policy towards the United States. Especially, the Trump 

administration appeared harder than previous US governments to act strongly 

and effectively in the face of Chinese assertiveness and resistance.  

Underscoring this line of analysis, Chinese officials in 2017 still stressed the 

Chinese Dream of ―great renewal of the Chinese nation.‖
60

 The Chinese 

pursuit of this dream became a matter of serious debate among leaders and 

scholars in the United States. But China's rising power in Asia need not be 

construed as the US's loss of primacy in the Asia- Pacific region. 

Options Before the United States 

Facing the rise of China in the 21st century, the United States will need 

to rely on its main strengths in its relationships with Asian nations to sustain 

U.S. dominance in the region. Asian capitals have supported the U.S. security 

commitment and military presence in the region. Since the end of the Cold 

War, the United States remains actively engaged in regional security and many 

Asian nations have welcome the U.S. increased presence in the region. Thus, 

there can be three main options for the United States in the face of a rising 

China. The first option is Accommodation. As China's rise is a reality in the 

modern world affairs, the United States has to accept this.  The second option 

is Containment. This means that the United States will need to prepare its 

political, military and economic tools to encircle China and prevent it from 

becoming a hegemon in Asia and to sustain the U.S. primacy in the region. 

The last option is Cooperation plus Confrontation. This is a combination of 

both option one and option two which are neither required nor desirable. The 

relationship between the United States and China cannot be reduced to one of 
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accommodation or confrontation. As there have been very real strategic 

differences between the United States and China, their relations will be 

naturally cooperative and confrontational. This implies that the United States 

should seek cooperation with China in some realms while avoiding conflict in 

others. 

Conclusion 

China has been rising and is likely to become the largest economy in 

the world. China‘s economic achievements are enabling it to assume an 

increasingly important role in world affairs. China‘s rise is likely to challenge 

the United States and the U.S.-led international order. With its economic 

successes, military modernization and expansion of soft power throughout 

Asia and the globe, China has established that it seeks to have an influential 

role in world affairs. Though the facts and dynamics underpinning China‘s 

fast-growing economy are overwhelming, China has not accumulated 

sufficient material and institutional power to be an immediate threat to the US 

hegemony. Furthermore, Beijing realizes that China needs a peaceful and 

stable international environment to fulfil its dreams and aspirations. 

Particularly, China‘s constructive integration into the global economy has led 

to closer interdependence between the United States and China.  

Certainly, the rise of China has significant implications for US policy-

makers and strategists. Based on the historical evidence and current trends in 

world affairs, it is suggested that the United States and China will continue to 

seek to work together. It is unreasonable to reduce their relationship to a pure 

rivalry or a true friendship. The 21
st
 century continues to witness cooperation 

and confrontation between the United States and China.  

 

Endnotes 

                                                           
1
  Trading Economics,China GDP Annual Growth Rate, 2017. Accessed on 

1 August, 2017,https://tradingeconomics.com/china/gdp-growth-annual 
2
  The World Bank,Overview of China, 2017. Accessed on 18 

July,2017,http://www.worldbank.org/en/country/china/overview. 
3
  Wayne M. Morrison,China’s Economic Rise: History, Trends, 

Challenges, and Implications for the United States Specialist in Asian 

Trade and Finance, 2015. Accessed on 18 July,  

https://fas.org/sgp/crs/row/RL33534.pdf, p.1. 
4
  Ibid. 

http://www.worldbank.org/en/country/china/overview
https://fas.org/sgp/crs/row/RL33534.pdf


60 Indian Journal of Asian Affairs, Vol. 30, No.1-2, June-Dec. 2017 
 

                                                                                                                                                        
5
  The World Bank,Overview of China, 2017. Accessed on 18 July, 

2017,http://www.worldbank.org/en/country/china/overview. 
6
  Central Intelligence Agency, China, 2017. Accessed on 18 July, 2017, 

https://www.cia.gov/library/publications/resources/the-world-

factbook/geos/ch.html. 
7
   Ibid. 

8
   Ibid. 

9
  World Altlas,Top 20 Countries with the Largest Surplus in Current 

Account Balance, 2017.Accessed on 12 July, 2017, 

http://www.worldatlas.com/articles/top-20-countries-with-the-largest-

surplus-in-current-account-balance.html.  
10

   Jethro Mullen,China is No Longer the Biggest Foreign Holder of U.S. 

Debt, 2016. Accessed on 12 July, 

2017,http://money.cnn.com/2016/12/16/investing/china-japan-us-debt-

treasuries/index.html. 
11

  Central Intelligence Agency, China, 2017. Accessed on 18 July, 2017, 

https://www.cia.gov/library/publications/resources/the-world-

factbook/geos/ch.html. 
12

  Muthiah Alagappa, ―Military Professionalism in Asia: Ascendance of the 

Old Professionalism,‖ in Muthiah Alagappa, 2001 (Ed); Military 

Professionalism in Asia: Conceptual and Empirical 

Perspectives,Honolulu: East-West Centre, p. 184. 
13

   Ivan Eland,Is China Military Modernization a Threat to the United 

States?,Policy Analysis, 2003. Accessed on 11 July, 2017, 

https://object.cato.org/pubs/pas/pa465.pdf. 
14

  Department of Defence,Military and Security Developments Involving 

the People‘s Republic of China 2017, 2017. Accessed on 21 July, 2017, 

https://www.defense.gov/Portals/1/Documents/pubs/2017_China_Militar

y_Power_Report.PDF?ver=2017-06-06-141328-770, p.3. 
15

   Ronald O'Rourke,China Naval Modernization: Implications for U.S. 

Navy Capabilities—Background and Issues for Congress Specialist in 

Naval Affairs,Congressional Service Research, 2017. Accessed on 21 

July, 2017,  https://fas.org/sgp/crs/row/RL33153.pdf. 
16

  Ibid, p3. 
17

  Ibid, p3. 
18

  Zhao Lei,―New PLA Navy Ship Unveil,‖ China Daily, 2017. Accessed on 

21 July, 2017, http://www.chinadaily.com.cn/china/2017-

01/12/content_27932205.htm. 
19

   Patrick Mendis,―The Sri Lankan Silk Road: the Potential War between 

China and the United States,‖Harvard International Review, Vol. 34, 

Issue 2, 2012. Accessed on 21 July, 2017, 

http://www.freepatentsonline.com/article/HarvardInternational-

Review/305995611.html. 

http://www.worldbank.org/en/country/china/overview
https://www.cia.gov/library/publications/resources/the-world-factbook/geos/ch.html
https://www.cia.gov/library/publications/resources/the-world-factbook/geos/ch.html
http://www.worldatlas.com/articles/top-20-countries-with-the-largest-surplus-in-current-account-balance.html
http://www.worldatlas.com/articles/top-20-countries-with-the-largest-surplus-in-current-account-balance.html
http://money.cnn.com/2016/12/16/investing/china-japan-us-debt-treasuries/index.html
http://money.cnn.com/2016/12/16/investing/china-japan-us-debt-treasuries/index.html
https://www.cia.gov/library/publications/resources/the-world-factbook/geos/ch.html
https://www.cia.gov/library/publications/resources/the-world-factbook/geos/ch.html
https://www.defense.gov/Portals/1/Documents/pubs/2017_China_Military_Power_Report.PDF?ver=2017-06-06-141328-770
https://www.defense.gov/Portals/1/Documents/pubs/2017_China_Military_Power_Report.PDF?ver=2017-06-06-141328-770
http://www.chinadaily.com.cn/china/2017-01/12/content_27932205.htm
http://www.chinadaily.com.cn/china/2017-01/12/content_27932205.htm
http://www.freepatentsonline.com/article/HarvardInternational-Review/305995611.html
http://www.freepatentsonline.com/article/HarvardInternational-Review/305995611.html


Nguyen Thi Thuy Hang: The Rise of China  61 
 

                                                                                                                                                        
20

  Ibid. 
21

  Statista,China's expenditure on military from 1996 to 2016 (in billion U.S. 

dollars), 2016. Accessed on21 July, 2017, 

https://www.statista.com/statistics/267035/china-military-spending/ 
22

  Joseph S. Nye, Bound to Lead: The Changing Nature of U.S. Power (New 

York: Basic Books, 1991), and Joseph S. Nye, Soft Power: The Means to 

Success in World Politics(New York: Public Affairs,2004). 
23

  Joseph S. Nye, ―The Rise of China‘s Soft Power,‖ Wall Street Journal, 

2005. 
24

  Joshua Kurlantzick,Charm Offensive: How China’s Soft Power Is 

Transforming the World(New Haven: Yale University Press, 2007). 
25

  Joseph S. Nye,―Soft Power,‖Foreign Policy, No. 80, 1990. 
26

  Li Mingjiang,―Domestic Sources of China‘s Soft Power Approach,‖ 

China Security 5, 2009, pp.34 – 49. 
27

  Antony Funnell,―China Pushes to Expand Its Soft Power through Cultural 

Exports,‖ ABC, 2015. Accessed on 12 July, 2017, 

http://www.abc.net.au/radionational/programs/futuretense/soft-power-

with-chinese-characteristics/6446990. 
28

   Don Weinland,―China‘s Soft Power Growing,‖ The Phnom Penh Post, 

2011. Accessed on 12 July, 2017, 

http://www.phnompenhpost.com/business/china%e2%80%99s-soft-

power-growing. 
29

  Ibid. 
30

  Jeffrey Gil,―China‘s Confucius Institute: Working to Plan?‖Asian Studies 

Association of Australia, 2017.Accessed on 22 July, 2017, 

http://asaa.asn.au/chinas-confucius-institute-working-plan/. 
31

  Stevenson, Anguss, Oxford Dictionary of English,Oxford: Oxford 

University Press, 2010, p. 814. 
32

  Thucydides, Translated by R. Crawley, The Peloponnesian War, New 

York: Modern Library, 1951, pp. 14, 2010. 
33  

Ibid, pp. 15. 
34  

GeorgeModelski,The Long Cycle of Global Politics and the Nation-

State,Comparative Studies in Society and History, 20 (2): 214-235, 1978. 
35  

Ibid, p.233. 
36  

Ibid, p.233. 
37  

See, Paul Kennedy,The Rise and Fall of the Great Powers-Economic 

Change and Military Conflict from 1500 to 2000(New York: Random 

House,1987); William Thompson,On Global War: Historical-Structural 

Approaches to World Politics (Columbia: University of South Carolina 

Press, 1988); andCharles Doran, ―Systemic Disequilibrium, Foreign 

Policy Role, and the Power Cycle,‖Journal of Conflict Resolution 33:371-

401, 1989a. 

https://www.statista.com/statistics/267035/china-military-spending/
http://www.abc.net.au/radionational/programs/futuretense/soft-power-with-chinese-characteristics/6446990
http://www.abc.net.au/radionational/programs/futuretense/soft-power-with-chinese-characteristics/6446990
http://www.phnompenhpost.com/business/china%e2%80%99s-soft-power-growing
http://www.phnompenhpost.com/business/china%e2%80%99s-soft-power-growing


62 Indian Journal of Asian Affairs, Vol. 30, No.1-2, June-Dec. 2017 
 

                                                                                                                                                        

38  
George Modelski, Long Cycles and International Regimes,E-

international Relations, 2012.Accessed on August 29, 2015, 

http://www.e-ir.info/2012/10/15/long-cycles-and-international-regimes/ 
 

39  
Jack Farchy et al, One Belt, One Road,Financial Times, 2016. Accessed 

on 8 July 2017, https://ig.ft.com/sites/special-reports/one-belt-one-road/. 

40  
Lu Wen‘ao, China to Upgrade Pakistan Rail Network,Global Times, 

2016.Accessed on 12 July, 2017, 

http://www.globaltimes.cn/content/1010322.shtml. 

41  
Xi Jinping,New Asian Security Concept for New Progress in Security 

Cooperation, 2014. Accessed on 12 July, 2017, 

http://www.fmprc.gov.cn/mfa_eng/zxxx_662805/t1159951.shtml. 

42  
Saibal Dasgupta,―BRICS Bank Lauches, Boosting China‘s Influence,‖ 

VOA, 2015. Accessed on 12 July, 2017, 

https://www.voanews.com/a/brics-bank-launches-boosting-china-

influence/2871693.html 

43  
Huaxia, AIIB Opens to Lay Down Milestone for Global Economic 

Governance,Xinhua, 2016. Accessed on 1 August, 2017, 

http://news.xinhuanet.com/english/2016-01/16/c_135015984.htm. 

44  
The Economic Times,30 More Countries Express Interest in Joining 

AIIB: China, Economic Times, 2017. Accessed on 12 July, 2017, 

http://economictimes.indiatimes.com/news/international/business/30-

more-countries-express-interest-in-joining-aiib-

china/articleshow/56622159.cms; and Business Standard, 2017,China-

backed AIIB to Admit 13 More Countries as Members. Accessed on 12 

July, 2017,http://www.business-standard.com/article/pti-stories/china-

backed-aiib-to-admit-13-more-countries-as-members-

117032300860_1.html. 

45  
Huiyao Wang and Miao Lu, China Goes Global: The Impact of Chinese 

Overseas Investment on its Business Enterprises (London: Palgrave 

Macmillan, 2016), p. 176. 

46  
World Economic Forum,Geo-economics with Chinese Characteristics: 

How China‘s Economic Might is Reshaping World Politics, 2016. 

Accessed on 1 August, 2017, 

http://www3.weforum.org/docs/WEF_Geoeconomics_with_Chinese_Cha

racteristics.pdf, p.4. 

47
   Paul R. Burgman, Xi Jinping‘s Asian Security Dream,The Diplomat, 

2016. Accessed on 2 August, 2017, http://thediplomat.com/2016/07/xi-

jinpings-asian-security-dream/. 

http://www.e-ir.info/2012/10/15/long-cycles-and-international-regimes/
http://www.globaltimes.cn/content/1010322.shtml
https://www.voanews.com/a/brics-bank-launches-boosting-china-influence/2871693.html
https://www.voanews.com/a/brics-bank-launches-boosting-china-influence/2871693.html
http://economictimes.indiatimes.com/news/international/business/30-more-countries-express-interest-in-joining-aiib-china/articleshow/56622159.cms
http://economictimes.indiatimes.com/news/international/business/30-more-countries-express-interest-in-joining-aiib-china/articleshow/56622159.cms
http://economictimes.indiatimes.com/news/international/business/30-more-countries-express-interest-in-joining-aiib-china/articleshow/56622159.cms
http://www3.weforum.org/docs/WEF_Geoeconomics_with_Chinese_Characteristics.pdf
http://www3.weforum.org/docs/WEF_Geoeconomics_with_Chinese_Characteristics.pdf


Nguyen Thi Thuy Hang: The Rise of China  63 
 

                                                                                                                                                        

48  
Xi Jinping,―New Asian Security Concept for New Progress in Security 

Cooperation,‖ 2014. Accessed on 12 July, 2017, 

http://www.fmprc.gov.cn/mfa_eng/zxxx_662805/t1159951.shtml. 

49
  Aaron L. Friedberg,―Hegemony with Chinese Characteristics,‖ The 

National Interest, 2011. Accessed on June 1, 2015, 

http://nationalinterest.org/article/hegemony-chinese-characteristics-5439. 

50  
Zhong Sheng, Goals of US ‗Return-to Asia‘ Strategy Questioned, 

People’s Daily, 2011.  Accessed on July 29, 2015, 

http://en.people.cn/90780/7620216.html. 

51
   Ibid. 

52 
Ding Gang,―US Should Adjust Asia Policy to Meet Fit Changing in 

Times,‖ People’s Daily Online, 2011.Accessed on July 11, 

2015,http://en.people.cn/90780/91343/7458178.html. 

53  
Wang Fei, What Does Clinton‘s ‗Pacific Century‘ Mean?,‖ People’s 

Daily Online, 2011.Accessed on June 29, 2015, 

http://en.people.cn/90780/7623374.html. 

54 
Ibid. 

55  
Ibid. 

56  
Godement François, Xi Jinping‘s China, European Council on Foreign 

Relations, 2013.Accessed on 6 June, 2015, www.ecfr.eu/page/- 

/ECFR85_XI_JINPING_CHINA_ESSAY_AW.pdf. 

57  
See Michael McDevitt, ―The China Factor in US Defense Planning,‖ in 

Jonathan Pollack (ed.), Strategic Surprise? Newport RI: U.S. Naval War 

College, 2003; and Richard Sokolsky, Angel Rabasa, & C. R. Neu,The 

Role of Southeast Asia in US Policy toward China, Santa Monica CA: 

Rand Corp, 2000. 

58  
See Michael Yahuda, ―China‘s Win-Win Globalization,‖Yale Global 

online, 2003. Accessed on 19 February, 2017, 

http://www.yaleglobal.yale.edu; Joseph Kahn,Hands across the Pacific: 

US-China Ties Grow,New York Times, 2002.Accessed on 7 October, 

2017, http://www.nytimes.com/2002/11/15/world/change-in-china-

foreign-policy-hands-across-pacific-us-china-ties-grow.html; and Evan 

Medeiros & M. Taylor Fravel, ―China‘s New Diplomacy,‖ Foreign 

Affairs, 2003. http://www.foreignaffairs.org. 

http://nationalinterest.org/article/hegemony-chinese-characteristics-5439
http://en.people.cn/90780/7620216.html
http://en.people.cn/90780/91343/7458178.html
http://en.people.cn/90780/7623374.html
http://www.ecfr.eu/page/-%20/ECFR85_XI_JINPING_CHINA_ESSAY_AW.pdf
http://www.ecfr.eu/page/-%20/ECFR85_XI_JINPING_CHINA_ESSAY_AW.pdf


64 Indian Journal of Asian Affairs, Vol. 30, No.1-2, June-Dec. 2017 
 

                                                                                                                                                        

59  
Philip Wen and Steve Holland, ―China's Xi Fetes Trump on First Day of 

Beijing Trip,‖ Reuters, 2017.Accessed on 2 December, 2017 

https://www.reuters.com/article/us-trump-asia-china-hospitality/chinas-

xi-fetes-trump-on-first-day-of-beijing-trip-idUSKBN1D81IW. 

60  
Xi Jinping,―Chinese Dream,‖Xinhua, 2017.Accessed on 12 December, 

2017 

http://www.xinhuanet.com/english/special/chinesedream/mychinesedrea

m.htm 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



China's Economic Development Policies, Challenges and Strategies,  

1978-present: An Overview 
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Abstract 

Since the launch of economic reforms in 1978 under the visionary leadership 

of Deng Xiaoping, China has emerged as a major player on the chessboard of 

global politics and as the second largest economy, contributing around 30 

percent of the global economic growth.
1
 Another key milestone in China’s 

liberalization route was its accession to the World Trade Organization (WTO) 

in 2001. A conspicuous feature of China’s success story was GDP growth rate 

that averaged 10.5 percent annually between 2001 and 2010. However, China 

has lately focused on a “new normal” growth rate and development which is 

both socially and environmentally sustainable.  Against this background, this 

article offers a critical overview of China's development policies, perspectives 

and strategies in the post-Maoist period. 

Keywords:China’s economic development; China’s economic liberalization; 

economic development policy of China; economic reforms; new normal. 

Since the launch of the "open door policy" and economic reforms in 

1978 under the visionary leadership of Deng Xiaoping, China has emerged as 

a major player on the global chessboard of politics and as the second largest 

economy, contributing around 30 percent of the global economic 

growth.
2
Another development in its liberalization trajectory occurred with its 

accession to the World Trade Organization (WTO) on December 11, 2001. 

Clinching the deal after 15 years of negotiations, China undertook to provide 

non-discriminatory treatment to all WTO members. China's official position 

termed the accession as not only representative of "the deepening of its 

reform, the widening of its opening-up as well as a bright future of its 

economic development" but also a springboard to a more standardized 

competition and investment scenario in China. Further, it reiterated its 

commitment to fulfill the pledges, including harmonizing rules and regulations 

of its socialist market economy with international norms, further opening 

doors to foreign goods and services, safeguarding intellectual property rights 

and enhancing its economic and technical cooperation with other members.
3
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A starkaspect of China‘s success story was noticeable between 2001 

and 2010 when its GDP growth rateaveraged 10.5 percent.Its impressive 

economic performance earned the epithet of the "Beijing Consensus", though 

controversial
4
, denotingvindication of the Chinese model of "authoritarian 

capitalism" in contrast to the Washington Consensus based on the "primacy of 

the market."Over time, however, the Chinese leadership realized that the 

conventional growth model was unsustainable in the face of persisting 

poverty,"sagging exports," regional inequality, environmental degradation as 

well as growing social protests. More lately, thecountry isfaced with a massive 

debt that rose from about 150 percent of GDP in 2008 to 225 percent in 

2016.
5
As such, the government led by Xi Jinping has emphasized on 

achieving the "quality" of growth which issupported by socially and 

environmentally sustainable development.Furthermore, China's white paper on 

development, 2016,categorically states: "Imbalanced, uncoordinated and 

unequal development reflects unsustainable development, as does an extensive 

development model. China is pursuing a sustainable approach to production, 

utilization and consumption of natural resources."
6
Accordingly, theChinese 

leadership has embraced the modest annual growth rate of 6.5 percent as the 

country's "new normal" pace ofgrowth. 

As Green and Stern (2015) explain, the "new normal" signifies a 

structural shift in the Chinese economy: 

China‘s new development model — its ―new normal‖ — embodies a 

focus on structural changes that can achieve still-strong but lower 

economic growth (around 7% p.a. over the next five years) of a much 

better quality in terms of its social distribution and impact on the 

natural environment. The new model places a strong emphasis on: 

shifting the balance of growth away from heavy-industrial investment 

and toward domestic consumption, particularly of services; innovation, 

as a means of raising productivity and climbing up the global value 

chain; reducing inequalities, especially urban–rural and regional 

inequalities; and environmental sustainability, emphasising reductions 

in air pollution and other forms of local environmental damage, as well 

as in GHG emissions.
7
 

Against the above backdrop, this articleprovides a critical overview of 

China'sdevelopment policies, perspectives and strategies in the post-Maoist 

period. Also, a picture of different strategies of development has been 

presented, underscoring the nature of the Chinese government‘s response to 
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prevailing challenges and opportunities on the front of economic 

advancement. 

Economic Liberalization: 1978-pre-WTO Era 

Under the leadership of Mao Zedong, centralized planning prevailed in 

China between early 1950s and 1976, under which the state's control 

encompassed the country's economic output, production goals, price control 

and resource allocation.
8
 It was in 1978 that China‘s development paradigm 

underwent a shift with the launch of economic reforms under the 

helmsmanship of Deng Xiaoping. At the Third Plenum of the Eleventh Central 

Committee of the Communist Party of China, held on December 18-22, 1978, 

"socialist modernization" was recognized as "the focus of the party work"
9
;  

the four modernisation program was launched that covered industry, 

agriculture, national defense, science and technology. The plenum highlighted 

the key defects of the existing economic system: overlap between the 

functions of governmental institutions and that of enterprises; the state's 

extreme control over enterprises and the limited role of the market; and an 

inordinate emphasis on egalitarian distribution of income.
10

 In this regard, 

Robert M. Field comments that the crux of the reform- "designed to ensure 

social stability, to raise output, to improve standards of living and to increase 

state revenue-was to make enterprises relatively independent economic entities 

responsible for their own profit and loss, and to link incomes with job 

performance."
11

 

The table below illustrates how "Dengist" strategy with an emphasis on 

"productive forces" and "economic development" differed from the "Maoist 

strategy."  

 

 Source: Excerpted from G. Venkat Raman, 2006.12 

Deng realized that without reforms, China would continue to be 

gripped by abject poverty, rural backwardness, poor infrastructure, and 

economic and trade isolation from the rest of the world, especially the United 

States and other western countries. Hence, he advocated a free market 
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economy approach backed by the development model of a "socialist system 

with Chinese characteristics" to enhance and expand China's global role 

strategically, economically and politically. He reasoned that "the essence of 

socialism is to liberate and boost the productive forces, to eliminate 

exploitation and polarization, and to achieve common prosperity eventually."
13

 

Some scholars attribute a political rationale to the launch of economic 

reforms, viz. the preservation of the legitimacy of the CCP in the face of 

"economic stagnation."
14

 While in real terms industrial production stepped up 

by 10.5 percent annually between 1952 and 1978, real GDP per capita grew 

annually by a mere 3 percent.
15

 Further, the Great Leap Forward (1958-1962) 

ended up in a disaster that manifested in the "collapse" of grain output and 

occurrence of famine.
16

 As such, it was crucial to establish people's trust in the 

regime. White (1993) writes: "the economic reforms were an attempt to re-

establish the hegemonic authority of the Communist Party on a different basis: 

by abandoning the Maoist notion of development as a political struggle and 

attempting to accelerate economic development...Success, it was hoped, would 

provide a new form of legitimacy for the regime, based on its ability to deliver 

rapid improvements in welfare."
17

 

As part of reforms, one of the examples of "socialism with Chinese 

characteristics" was the introduction of the "responsibility system" that 

involved a contract between a household or organization and the government, 

under which the "individual assumes responsibility in production, pays dues to 

the government, and keeps the residual"
18

.......by] maintaining State ownership 

rights over land, socialist ideology is preserved, while private land use is 

implemented de facto."
19

 It replaced collective farming introduced by Mao in 

1958 under the Commune system that did not reward an individual farmer for 

his additional labor as the resulting "additional output" was shared by all 

members of the team.
20

 

Further, the Sixth Five-year Plan (1981-85) incorporated the strategy 

of expanding and improving both agricultural and industrial modernization. 

Agricultural output, as targeted, was raised from 4 to 5 percent every year. 

According to Ha Kang, Vice Minister of Agriculture, China decided to 

"produce 400 million tons of food grains annually"
21

by 1985. Under the 

Chairmanship of Hua Guofeng, the Master Plan envisaged bringing the "farm 

land under electrification, mechanization and to have general use of chemical 

fertilizers and pesticides."
22

 China decided "to import some sophisticated farm 

machinery from Yugoslavia and Japan for trial use in the northwest and the 

rice paddies of the South."
23

Subsequently, for achieving the goal of rapid 
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economic development, Premier Zhao Ziyang evolved ‗ten principles‘ which 

called for ―speeding up the development of agriculture through the application 

of correct policies and scientific farming."
24

 

In the case of industrial reform, marked by an experimental approach, 

by June 1980, 6,600 industrial enterprises that had been granted autonomy in 

"production, marketing and investment decisions" accounted for 45 percent of 

the "total output of all state industrial enterprises."
25

Further, in May 1984, the 

Provisional Regulations on Expanding the Autonomy of Enterprises came into 

being that introduced the Dual Track (Plan and Market) System to permit the 

enterprises, exceeding their production quotas, to "sell their products outside 

the state plan at as much as 20 percent above the state price."
26

Ownership 

reform was another component of industrial reform when in 1992, the 

government promulgated "Regulations on Transforming the Operational 

Mechanism of State-owned Industrial Enterprises", permitting restructuring of 

under-performing enterprises. At the age of 88 in early 1992, Deng undertook 

the Southern Inspection Tour, covering Shanghai, Guangzhou, Shenzhen and 

Zhuhai. He justified the launch of reforms and pointed to their efficacy, for 

example, in terms of social stability, arising from economic growth and 

improved living standards, despite the occurrence of the Tiananmen Incident. 

Underscoring the concrete meaning of revolution, he said:  

Revolution means the emancipation of the productive forces, and so 

does reform. The overthrow of the reactionary rule of imperialism, 

feudalism and bureaucrat-capitalism helped release the productive 

forces of the Chinese people. This was revolution, so revolution means 

the emancipation of the productive forces. After the basic socialist 

system has been established, it is necessary to fundamentally change 

the economic structure that has hampered the development of the 

productive forces and to establish a vigorous socialist economic 

structure that will promote their development. This is reform, so 

reform also means the emancipation of the productive forces. In the 

past, we only stressed expansion of the productive forces under 

socialism, without mentioning the need to liberate them through 

reform. That conception was incomplete. Both the liberation and the 

expansion of the productive forces are essential.
27

 

Deng'ssuccessors carried forward his free-market development model. 

A further significant reform took place during the leadership of Zhu Rongji 

who served as the prime minister from 1998 to 2003. He undertook to set up 

―asset management companies‖ for buying and reselling the nonperforming 
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loans and launched a program known as 'grasp the large, drop the small' to 

"retain only the most efficient upstream firms while encouraging the rest to 

merge or adopt various privatized corporate models."
28

 By the end of 2001, 70 

percent of all state-owned enterprises had been "partially or fully 

privatized."
29

Importantly, foreign investment and technology were 

accommodated by creating Special Economic Zones (SEZs) under the 

liberalization period between 1978 and 1983.
30

 

Debate over the Development Model 

A major turning point occurred when China became a member of the 

World Trade Organization (WTO) in December 2001. Barfield (2007) lists the 

following major motivations behind China's relentless pursuit of its 

membership: "(1) as an emerging major trading nation, the PRC wanted to be 

able to shape future international trading rules; (2) it also wanted to take 

advantage of the WTO‘s dispute settlement system and stem the tide of 

arbitrary, unilaterally imposed restrictions on Chinese exports; and (3) on a 

broader scale, China sought membership to achieve international recognition 

of its growing economic power."
31

 In sync with its commitment to liberalizing 

its economy and integrating in the world economy, China" reviewed over 

2,300 laws, regulations and department rules", while its general level of 

import tariffs came down from 15.3 percent in 2001 to 9.9 percent in 2005, 

and the overall tariff level stood at 9.8 percent in 2010.
32

 As mentioned in the 

WTO's Trade Policy Review, 2012, China abolished a number of trade-related 

administrative regulations and rules, including the Regulation on 

Administration of Financial Institutions' Trading Spot and Forward Foreign 

Exchange on Behalf of Clients; the Administration Measures on Foreign 

Exchanges for Overseas Investments; the Administration Measures on 

Overseas Financial Institutions; and the Interim Measures for the Quota 

Administration of Import Tariff on Agricultural Products.
33

 

Interestingly, China's development model has been described variously 

as "state capitalism", "socialism with Chinese characteristics", "free market 

economy", "developmental state"; ―communist-capitalist-Confucian system‖; 

and ―market authoritarian model" (Halper, 2010). For instance, Knight (2014) 

argues that the two main criteria for being a developmental state are applicable 

to China, viz. priority to economic growth and "incentives to governance" for 

achievement of this objective. In terms of incentives, a system of "state 

appointments, promotions and demotions"
34

 is in place for government 

officials at all levels. Bennhold (2011) cites an anonymous Chinese economist 

in describing Chinese model as a ―communist-capitalist-Confucian system‖ 
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with the following four major characteristics:― policy toolkit (state 

intervention in economy through numerous tools, including "meddling‖ in 

financial markets); corporate allegiance (through state-owned companies 

accountable to the government); resources (state control over land, currency 

reserves and SOEs); and long-term planning (through five-year plans).
35

 

On his part, Halper (2010) terms China's model as the "market 

authoritarian" one which opens the economy to "investment and market 

development and allows the ruling party to control the government, the courts, 

the military, and information.‖
36

 This paradigm suggests that Chinese 

economy is a ‗―global billboard‖ for ‗going capitalist and staying 

autocratic.‖‘Hsueh (2011) argues that China is "governed by a new economic 

model" which sets it apart from ―its Communist past, the liberal trading state, 

and the [East Asian] development state.‖ She points out that China has 

adopted a "bifurcated strategy" of state control based on the strategic value 

logic, according to which state control has been reinforced in strategic sectors 

such as financial services, energy, and automotives, while decentralization has 

taken place in non-strategic sectors such as consumer electronics, foodstuffs 

and paper. Hsueh explains: 

The state adopts a deliberate orientation to introduce market 

competition in ways that reinforce the state's control of industries to national 

security, which contribute to the national technology base, and where domestic 

companies are less competitive. The state may have permitted foreign capital 

to penetrate these industries, but it has done so to achieve industrial goals and 

strategically utilize FDI to benefit the development of the domestic industrial 

base.
37

 

The following tables demonstrate the "bifurcated" strategy in relation to 

strategic and non-strategic sectors.  

DELIBERATE REINFORCEMENT IN STRATEGIC SECTORS  

Dominant 

Pattern of State 

Control Deliberate Reinforcement 

 

Financial 

Services Energy Automotives 

State goals 

Enhance state 

control of 

money supply 

and modernize 

Modernize energy 

infrastructure and 

control the utilization 

and management of raw 

Create indigenous 

automotive industry 

and promote 

domestic 
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and diversify 

financial 

services 

material resources manufacturing 

capacity 

State-Industry 

Relations 

Enhanced state 

control with 

central 

ministry, 

subsector 

regulators, and 

state ownership 

of banks but 

liberalized 

calibrated 

private entry of 

financial value-

added services 

Enhanced state control 

with state ownership 

and control of oil and 

petrochemical 

monopolies and 

transmission grids; 

liberalization of private 

and foreign entry in 

power generation and 

equipment 

Enhanced central 

control of industrial 

developments but 

decentralized 

regulatory 

enforcement and 

ownership of 

automobile 

manufactures; 

liberalization of 

entry in automotive 

parts 

State methods 

Sector-specific 

rules, 

regulations, and 

technical 

standards; 

restrictions on 

FDI ownership 

and business 

scope; 

macroeconomic 

measures and 

economy-wide 

rules 

Sector-specific rules, 

regulations, and 

technical standards; 

restrictions on FDI 

ownership and business 

scope; macroeconomic 

measures and economy-

wide rules 

Sector-specific rules, 

regulations, and 

technical standards; 

restrictions on FDI 

ownership and 

business scope; 

macroeconomic 

measures and 

economy-wide rules 

DECENTRALIZED ENGAGEMENT IN NONSTRATEGIC SECTORS  

Dominant 

Pattern of State 

Control Decentralized Engagement 

 

Consumer 

Electronics Foodstuffs Paper 

State goals 

Enhance 

national 

technology base 

and promote 

Regulate the supply 

chain and production of 

foodstuffs; local 

interests shape local 

Develop raw 

material; base for 

paper production; 

local interests shape 



Romi Jain: China's Economic Development Policies 73 
 

 
 

domestic 

industry; local 

interests, shape 

local goals 

goals local goals 

State-industry 

relations 

Undermined 

state control 

with local 

branches of 

central ministry 

and local 

governments  

Undermined state 

control with local 

branches of central 

bureaucracy and local 

governments  except in 

food safety, where 

government enhanced 

bureaucratic authority 

Undermined state 

control with quasi- 

government business 

associations and 

local governments   

State methods 

Macroeconomic 

measures and 

economy-wide 

rules; local 

rules and 

regulations; 

subsidies for 

domestic sector 

in value-added 

sectors, such as 

semiconductor 

chip design and 

fabrication 

Macroeconomic 

measures and economy-

wide rules; local rules 

and regulations; 

licensure approvals 

favored domestic sector 

in retail and distribution 

and agricultural 

biotechnology; import 

duties on agricultural 

staples 

Macroeconomic 

measures and 

economy-wide rules; 

local rules and 

regulations; import 

duties on high -end  

paper products and 

subsidies for raw 

material processors 

Excerpted from Hsueh (2011), pp.226, 252. 

Regardless of the varying opinion on China's development model, its 

growth strategy is generally couched in the export-investment categorization. 

Guo and Diaye write: "During 2001−08, net exports and the investment which is 

predominantly linked to building capacity in tradable sectors have accounted 

for over 60 percent of China‘s growth, up from 40 percent in the 1990s. This 

is much larger than the 2001–08 average of the G7 (16 percent), euro area (30 

percent) and the rest of Asia (35 percent)."
38

 In the wake of the global 

financial crisis in 2008, China announced a stimulus package of US$586 

billion, approximately 15 percent of its annual GDP
39

, to stimulate growth and 

generate jobs. At the same time, China realized that the reliance on the 

conventional growth model was risky and a more sustainable path to 

development was required. 
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Development Challenges 

As of 2011, China drew the following major gains from economic 

liberalization: increase in the GDP from $1.73 trillion in 2001 to $6.29 trillion 

in 2010, with an average annual growth of more than 10 percent; emergence as 

the world‘s biggest exporting nation; receipt of $759.5 billion in aggregate 

foreign direct investment, ranking first among developing countries; and $68.8 

billion worth of overseas investment in 2010, ranking fifth in the world.
40

 

Though in terms of human development, 680 million people in China 

were lifted out of poverty between 1981 and 2000,
41

 the Chinese leadership 

realized that it had a long way to go to provide substantive benefits of the 

country's economic growth to common people. Addressing the National 

People's Congress in March 2007, then Premier Wen Jiabao expressed his 

concern that the "biggest problem" with China's economy was that the growth 

was "unstable, unbalanced, uncoordinated, and unsustainable." As noted in the 

World Bank report (2009), China had "254 million people consuming less 

than $1.25 per day in 2005 PPP dollars" as of 2005, accounting for "the 

second largest number of consumption poor"
42

 after India.Also, the extent of 

the increase in income inequality, owing to the rural-urban gap, can be gauged 

from the Gini index (unadjusted) that rose from 30.9% in 1981 to 45.3% in 

2003, while even the index adjusted for "rural-urban cost of living 

differentials" exhibited an increase from32.9% in 1990 to 44.3% in 2005.
43

 

Earlier, President Hu Jintao, in his speech at the APEC CEO Summit 

in Bangkok in October 2003, underlined China‘s strategy of developing the 

country through science and education and through the strategy of coordinated 

development of different regions to improve the quality and efficiency of eco-

development.Jintao further stated that efforts had been intensified to develop 

public health, education and culture, to develop a social security system, to 

promote social justice while simultaneously acknowledging mounting pressure 

on unemployment and social security. Dittmer (2016) observes:  

The Hu Jintao-Wen Jiabao tandem both had career backgrounds in 

China‘s less developed provinces and represented a more neo-leftist 

approach to reform, focused on correcting the externalities of rapid 

GDP growth and redistributing benefits to those left behind. The new 

regime focused on the ―Three Rural Issues‖ (san nong), agriculture, the 

countryside, and farmers, and implemented tax-for-fee (fei gai shui) 

reform in 2002 and abolished the thousand year old agricultural tax 

entirely in 2005, a bold move designed to equalize the yawning gap 

between rural and urban incomes; they also introduced China‘s first 
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comprehensive national health insurance system (at a minimal level of 

coverage) and increased spending on education and defense.
44

 

Further, the Chinese government formulated the Outline for 

Development-Oriented Poverty Alleviation for China's Rural Areas (2001-

2010).Furthermore, with the Chinese government‘s revision of the official 

poverty line in 2011, 128 million people in rural areas qualified as poor, which 

was "100 million more than under the previous standard, resulting in the 

increase of funding for poverty relief by more than 20% in 2011 to 27bn yuan 

($4.2bn)‖
45

 

Shift in the Growth Model 

Against the backdrop of socially exclusive growth, the 12
th

 Five-Year 

Plan (2011-2015) for National Economic and Social Development was 

endorsed at the Fourth Session of the 11
th

 National People‘s Congress (NPC) 

in Beijing in March 2011. The Plan aimed at boosting the country‘s "scientific 

development and speeding up the transformation of its economic development 

pattern (based on Chinese characteristics).‖
46

As Casey and Koleski (2011) 

explain: ―Scientific development is, in essence, a euphemism that Chinese 

leaders use for economic growth that takes into consideration the welfare of 

disadvantaged people and regions as well as environmental concerns.‖
47

The 

11
th

 NPC set a target of 7 percent annual average growth of GDP over the next 

five years, while underscoring the criticality of job creation: ―We will make 

increasing employment the foremost objective of economic and social 

development, create equitable job opportunities for the entire work force, and 

create an extra 45 million urban job opportunities over the next five years."
48

 

Commenting on the significance of the 12
th

 FYP, economist Stephen 

Roach writes:―[It] is likely to go down in history as one of China's boldest 

strategic initiatives. In essence, it will change the character of China's 

economic model -- moving from the export- and investment-led structure of 

the past 30 years toward a pattern of growth that is driven increasingly by 

Chinese consumers. This shift will have profound implications for China, the 

rest of Asia, and the broader global economy.‖
49

 In terms of its 

implementation, China registered success on several fronts. Consumption 

accounted for 66.4 percent of economic growth in 2015,
50

 while "energy 

consumption per unit of GDP" and "emissions of major pollutants" dropped by 

18.2 percent and over 12 percent respectively.
51

Submitting the government 

work report for the 2011-2015 period at the National People's Congress in 

March 2016, Premier Li Keqiang listed other achievements as well. For 

instance, China's average annual GDP grew at the rate of 7.8 percent; over 100 
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million rural residents were extricated from poverty; and more than 

300 million rural residents got access to safe drinking water.
52

 

While sustainable development and inclusive growth persist as 

priorities in the 13th Five Year Plan(2016-2020), scientific and technological 

"innovation" got a prime place as a national priority to contribute to 60 percent 

of the economic growth, while the annual GDP target was set at 6.5-7 percent. 

Energy intensity and carbon intensity are expected to drop by 15 percent and 

18 percent respectively by 2020, compared with the 2015 level. On the front 

of poverty alleviation, the State Council launched the ambitious plan to 

eradicate poverty by 2020 targeting "especially those who live in the nation's 

128,000 poor villages and 832 poor counties"
53

through such measures as 

development of agricultural and tourism industries and improvement of 

"education, health care and ecological environment"
54

in poor areas. It may be 

noted that by the end of 2015, 55.75 million people in China were "below the 

national poverty line of 2,800 yuan per year."
55

 

Similarly, the State Council issued guidelines in December 2016 to 

encourage entrepreneurship in rural areas in order to enable the returning 

migrant workers to pursue self-businesses by "easing market access, 

improving rural financial services, increasing fiscal support, providing training 

in entrepreneurship and innovation and perfecting the social safety net."
56

In 

fact, the Xi Jinping regime has been vigorously projecting China's reform as 

being people-centered. In his keynote speech at the G-20 Summit in 

September 2016,
57

 he stated: "Development is for the people; it should be 

pursued by the people and its outcomes should be shared by the people. This is 

what China‘s reform, opening-up and socialist modernization drive are all 

about."
58

Further, on December 1, 2016, China's State Council released a bulky 

white paper, affirming development as the top priority in "governance and 

national revitalization" (Appendix).
59

 

Among the accomplishments on the front of human development from 

1978 to 2015, the white paper listed the growth in per capita GDP from "over 

$200 to above $8,000", growth in per capital disposable incomes of urban 

residents from 343.4 yuan to 31,195 yuan and that of rural residents from 

133.6 yuan to 11,422 yuan; the growth in average life expectancy from 35 

years in 1949 to 76.3 years in 2015; net enrolment rate of school-age children 

at the primary school stage was 99.88 per cent in 2015, as compared to 20 

percent in 1949.
60

In addition, urban and rural employment went up from 761 

million in 2010 to 775 million in 2015. No doubt, the gains are impressive, 

especially given the huge population of the country, though the use of a wide 
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stretch of years in comparing the development scenarios tends to magnify the 

achievement. What is, however, striking is that China has advanced to a "high-

level human development" classification in the UN human development index 

from the low-level one in 1990. 

The white paper further stated:  

Since the 18th CPC National Congress in 2012, the Party's Central 

Committee, with Xi Jinping as its core, has set the "people's wish for a 

better life" as its goal of governance, and defined the Two Centenary 

Goals. That is, to enable the people to live prosperous lives and 

complete the building of a moderately prosperous society in all 

respects by 2020, the centenary of the CPC (founded in 1921), and to 

bring China's per capita GDP on par with that of moderately developed 

countries, and build China into a modern socialist country that is 

prosperous, strong, democratic, culturally advanced, and harmonious 

by the centenary of the PRC (founded in 1949) in the mid-21st 

century.
61

 

The white paper is significant in the following major ways. First, it 

constitutes a fervid assurance to Chinese citizens about the central leadership's 

commitment to inclusive growth, reminding them of the course of "socialism 

with Chinese characteristics" that the communist regime charted in service of 

its people. The leadership finds it imperative to strike a deep chord with the 

domestic populace to bolster its political credibility. Impressively, the text is 

interspersed with success stories in multiple domains of development: social, 

economic, cultural and political. Second, the reference to a ―moderately 

prosperous society‖ suggests balancing off the unchecked affluence of a few 

versus the rest, and facilitating an equitable distribution of resources through 

such measures as poverty alleviation and entrepreneurship-driven rural 

development. Notably, one-third of China's wealth is owned by the richest one 

percent of households.  Third, it suggests acceptance of a medium pace of 

economic growth, dubbed as "new normal", achievable through socially and 

environmentally sustainable development.  Fourth, it is an emphatic message 

of irreversibility of the socialist path as integral to the Chinese model of 

development, regardless of the debate over its actual practice.  

In reality, however, the beaming vision of inclusive development is 

faced with some blotches.  One, the swamp of corruption thrives in the 

absence of a robust public accountability mechanism.  On the basis of his 

study of 260 cases of corruption, Minxin Pei (2016), a professor of 

government at Claremont McKenna College in California, contends that crony 
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capitalism in China is "predatory, pervasive, and entrenched." Pei traces its 

root to the early 1990s when administrative authority was decentralized 

without clarification of the right of ownership to state-owned assets, spawning 

unbridled collusion between local officials or political elites and private 

entrepreneurs in embezzling such resources as land, mines and state-owned 

enterprises. Cognizant of this state of affairs, the current regime has sought to 

inject discipline in administration through the massive anti-corruption 

campaign that targets both "tigers and flies." However, a long-term solution 

demands reform of institutionalization of oversight of and transparency in 

transactions by party officials.  

Two, the reported state-backed repression of ethnic minorities and the 

inexorable clampdown on dissent are diametrically at odds with the notion of 

inclusive prosperity.  Practices such as subjection of Uyghurs to hasharor 

forced and unpaid labor and religious discrimination, and detention and 

physical assault of lawyers and activists have been frequently reported. In fact, 

the white paper clearly states that "the universal application of human rights" 

in China is consistent with ―the country‘s reality.‖ Impliedly, the central 

leadership reserves the right to exercise unchallenged authority through any 

means whatsoever. By this reasoning, the determination, yardstick, and 

measurement of development has been the prerogative of the ruling party. It 

makes the "right to development" an oxymoron since regardless of the rise in 

living standards of the common people, a discourse on development that 

deviates from the official route is stifled. In the end, it is up to Chinese 

citizens, including minorities, as to what extent they appreciate and applaud 

the promises and potential of the development initiatives in their country.
62

 

Timeline of Key Economic Developments in China 

December1978 

3rd Plenary Session of the 11th Communist Party of China Central 

Committee: Deng Xiaoping successfully challenges Mao Zedong‘s 

chosen successor, Hua Guofeng, becoming paramount leader of 

China and beginning the economic reforms that mark the start of the 

Reform Era. Deng focuses the Third Plenary Session on the ‗Four 

Modernizations‘ of industry, agriculture, national defense, and 

science-technology. 

January 1, 1979 
The United States officially transfers diplomatic recognition from 

the Republic of China (Taiwan) to the People‘s Republic of China. 

1980 

Special Economic Zones (SEZs) are opened in 4 strategic coastal 

areas, including Shenzhen, Zhuhai, Shantou in Guangdong Province, 

Xiamen in Fujian Province, and the entire island province of Hainan. 
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Authorized by Deng Xiaoping and allocating specific areas with 

special rules on business and foreign investment, they serve as a 

controlled experiment in economicreforms. 

1981 

Premier Zhao Ziyang promotes the Household Responsibility 

System, previously small scale and experimental, to the national 

level. Land use rights are distributed to 'households,‘ or sets of 

households, for fifteen year leases, and surplus agricultural output is 

kept by the farmers to sell privately at market prices, generating 

considerable economic activity and growth, especially in the rural 

areas. 

1984 

PRC opens 14 additional coastal cities to foreign investment, 

including Shanghai, Guangzhou, and Dalian. 

First mention in the State Council of the term 'Township and Village 

Enterprises' (TVE), to indicate the locally run industrial enterprises 

that spring up out of the reforms beginning in 1978, providing large-

scale employment and entrepreneurial possibilities for many 

otherwise poor rural residents. 

1988 

A Japanese firm won a public auction for land, marking the first 

time since the Communist Revolution that a foreign entity gained a 

private interest on China‘s soil. 

April 15,1989 

Following the death of popular reformer Hu Yaobang, students from 

leading Beijing universities congregate in Tiananmen Square outside 

the seat of China‘s political power to show their support for Hu‘s 

legacy.  

June 4, 1989 

After nearly two months of demonstrations, including hunger 

strikes, intense foreign media coverage, and tense meetings between 

student leaders and some of the highest tiers of Party leadership, the 

army is called in to clear Tiananmen Square. Out of the fighting 

along the Avenue of Eternal Peace in Beijing, anywhere between 

300-800 students, workers and other citizens are killed by soldiers. 

Many liberal reformers in the government are ousted politically or 

leave the country. China‘s reforms are brought to a standstill. 

1990 

Stock markets open in Shanghai and Shenzhen, with the Shanghai 

Stock Exchange becoming the 5th largest in the world as of 

December 2010. 

1992 

After three years of economic backsliding following the protests in 

Tiananmen Square and the resulting government crackdown, Deng 

Xiaoping‘s Southern Tour of key southern locations, and his 

unequivocal approval of SEZ‘s in places like Shenzhen, 

reinvigorates the economic reforms. 
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April 20, 1994 China achieves full-functional connection to the Internet. 

February 19, 

1997 

China resumes sovereignty over Hong Kong in a solemn handover 

ceremony where the British flag was ceremoniously lowered and 

replaced by the national flag of China and the Hong Kong Special 

Administrative Region (SAR) flag. 

1997-1998 

In a move characteristic of the second stage of China‘s reform 

period (1993-Present), many state-owned enterprises, including 

many Township and Village Enterprises, are liquidated and their 

assets sold to private investors. 

2001 

China joins the World Trade Organization, after years of 

negotiations, further opening its economy to foreign business and 

investment. 

December, 2011 

The South-to-North Diversion Project, the largest proposed 

engineering project in human history, is initiated in order to migrate 

abundant water resources from the southern regions to the water 

deprived north.  

2010 
China‘s economy surpasses Japan‘s to become the second largest in 

the world after the United States. 

(Source: Excerpted from Timeline of Reform Era, 1978-2011)
63

 

Conclusion 

The discussion above reveals that inclusive and sustainable 

development as the national priority figures prominently in China's official 

discourse. With this, the central leadership has simultaneously sent out a 

strong message of dedicated governance to Chinese citizens, especially with a 

view to bolstering the political legitimacy of the CPC. The leadership is aware 

that achievement of socially and environmentally sustainable development 

demands gigantic reforms, including expansion of social security, ethnic and 

regional equality in access to socio-economic benefits and services, strict 

enforcement of environmental laws, and curbing of corruption. In fact, in 

pursuing this goal, the central leadership is faced with the challenge of 

preserving the communist regime and achieving maximum development 

within its confines.  
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Research Note  

China's New Silk Route Strategy and the Association of the Southeast  

Asian Nations (ASEAN)  

Henelito A. Sevilla, Jr.

 

China‟s impressive economic growth in the last three decades or so has 

stirred contrasting reactions from fellow members of the global community.  

Some of them are optimistic and see the possibility of a new world order no 

longer dominated by Western powers. They hail China‟s economic rise and 

regard it as altering the one-directional theatre of power in the international 

arena. They are hopeful that a balanced, stable and peaceful future would 

spring from a power shared with China as a new global economic power. 

Other countries, however, expect more competition than cooperation, 

particularly with China‟s neighbouring countries. They foresee that an 

unbridled competition could snowball into conflict or war.  

The optimists, however, need to take into account recent 

developments, particularly China‟s assertive (but cautious) policy toward the 

resource-rich regions such as Africa, Middle East, and Central Asia. One must 

note also that China‟s economic power has peacefully overturned traditional 

powerful economies. It is, thus, too early to fully grasp China‟s political and 

security intentions in Asia and the rest of the world. It is also premature to 

speculate another war. In light of recent developments in the China-ASEAN 

relations and the shifting policies of the United States under President Donald 

Trump, a complete picture of what direction China would take in the future 

has yet to emerge.  

China's policies toward Africa, Middle East, and Central Asia are 

viewed positively. But it is not shared by some of China‟s East and Southeast 

Asian neighbours. Some may interpret this as the result of David and Goliath‟ 

psychology where China is portrayed as playing the giant Goliath against the 

small and vulnerable David, that is, the ASEAN. Centuries of Western 

colonization have magnified the David and Goliath mindset. Small regional 

countries tend to feel that big powers aim to dominate them to advance their 

economic, political, and security interests. 
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 Despite the psychological guarantee given by the US to its allies, 

many Southeast Asian countries would like to know how the US would 

promote their interests without threatening the interests of its allies. Lyon 

(2015) argues that the American rebalance in Asia creates a “crisis of 

expectation”
1
 on both sides. This is because the “rebalance, even if successful, 

is merely one variable in a shifting strategic landscape.”
2
 

Bridging the Perceptional Gap 

China‟s soft and cultural diplomatic initiatives are likely to continue to 

address the perceptional gap between China and other Asian countries. These 

include launching the Confucius Institutes around the world, research and 

scholarship grants to regional scholars and academics, government officials 

and think tank staff, joint conferences and network building on Chinese-

ASEAN relations. These are complemented by the efforts of the Chinese and 

ASEAN governments to improve trade and economic relations, including 

people-to-people interactions.  

These initiatives, however, would not instantly remove the pervading 

distrust. A constructive engagement requires enough time and conducive 

environment. Media‟s sensationalist slant might prick a country‟s nationalistic 

pride due to another government‟s action, thereby fueling more 

misunderstanding. Furthermore, changes are likely to happen due to regime 

change, shifts in priorities, and the methods and ways of reporting to the 

public. Thus, actors‟ „perceptions‟ and „preferences‟ may also change 

depending on the situation or how significant an event is.  What remains 

constant is the primacy of national interests as spelled out in a country‟s 

domestic and foreign policy priorities.  

China’s New Silk Route 

The New Silk Route under OBOR connects China to land and 

maritime countries in Central Asia, Southeast Asia, Middle East and Africa, 

and Europe. An ambitious project, it aims not only to deliver economic and 

infrastructural incentives. It will also transform these regions into an arena of 

active and peaceful economic partnership. Envisaged outside the sphere of the 

US and European powers, the New Silk Route arrives at a most auspicious 

time. Some countries in these regions are experiencing war, conflict, economic 

and refugee problems.  

In this volatile situation, China offers a promising possibility for an 

inclusive and economically progressive future. Originally meant to revive the 

old silk route, China recognizes Central Asia‟s role in that route. Its 
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governments, however, are incapable of funding and building infrastructures. 

They are also slow in drawing up policies that would speed up OBOR‟s plan 

to reconnect China to Central Asia, Middle East and Europe. OBOR is 

“expected to serve diplomatic, economic and strategic purposes.”
3
 It is a 

forward-looking strategy to consolidate China‟s connection to the rest of the 

world, particularly those regions that serve as vital routes for China‟s exports 

and imports. 

Concretely, OBOR involves establishing a network of infrastructure 

partnership in the energy, telecommunication, logistics, law, and 

transportation sectors. One may, therefore, argue that China is rebuilding an 

image upon the legacy of the old silk route, which is proportionate to its 

present global and regional economic stature. Tim Winter expounds on the 

cultural possibilities of OBOR, which would cost China $40 billion: 

With routes, hubs, and corridors serving as the mantra of the 

Belt and Road, countries will continue to find points of 

cultural connection through the language of shared heritage 

in order to gain regional influence and loyalty. In both its 

land and sea forms, the Belt and Road gives impetus to a 

network of heritage diplomacy that fosters diplomatically 

valuable institutional and interpersonal connections.
4
 

Winter adds that OBOR will revitalize “histories of transnational, even 

transcontinental, trade and people-people encounter as share heritage.”
5
In 

other words, a rising China is keenly aware that its future lies in the success 

stories of regions and countries where it has economic interests. Given the 

financial limitation of many Southeast Asian and Central Asian countries to 

build infrastructures and fast track commodity delivery, China feels 

responsible to help them in these areas. In building infrastructures and making 

available communication and logistical needs, trust and confidence are 

likewise built for a harmonious trading in the future.  

Indeed, some scholars have pointed out that China‟s motive in reviving 

the maritime silk route is to “pacify neighbouring countries threatened by 

China‟s aggressive territorial claims in the South China Sea.”
6
 To clear the 

political cloud over its economic strategies and to highlight their inclusivity 

and peaceful nature, China has established the Asian Infrastructure Investment 

Bank (AIIB). Accordingly, China will contribute almost half of the $100 

billion USD in capital for AIIB. It has also allocated $40 billion for the Silk 

route initiative.
7
 



88 Indian Journal of Asian Affairs, Vol. 30, No.1-2, June-Dec. 2017 

 

Economic Implications for the ASEAN 

Conceived in 2013, OBOR has yet to generate ample discussions with 

regards to its economic and political implications to ASEAN members and 

even Central Asia. Around this period, ASEAN countries have been closely 

monitoring China‟s assertive policy in the South China Sea. In 2010, former 

US Secretary of State, Hillary Clinton, declared a “challenge” to build a web 

of partnerships and institutions across the Pacific that is as durable and as 

consistent with American interests and values as the web we have built across 

the Atlantic.”
8
 Her declaration made in a security forum in Vietnam generated 

international reactions. It signaled the strategic renewal of US presence in the 

Asia and the Pacific after decades of fruitless engagement in the Middle East 

and North Africa, particularly in Iraq and Afghanistan. Clinton made it clear 

that the US has interests “in freedom of navigation, open access to Asia‟s 

maritime commons, and respect for international law in the South China 

Sea.”
9
 This „pivot to Asia‟ also took place at a time when Japan‟s economy 

was on the wane while China was economically on the rise.   

The competition has intensified with the US‟s increased presence in 

the region. It renewed bilateral security ties with Southeast Asia and Japan 

when China advanced and built „new airstrip on Fiery Cross Reef in the South 

China Sea. Diplomatic protests from Vietnam and the Philippines soon 

ensued. China issued an official denial and stressed the civilian nature of the 

facility.
10

 Chinese officials insisted that it would provide civilian services 

including maritime search and rescue, navigation aid, and weather 

observation.”
11

 

Economic Implications 

Since China and ASEAN inked a strategic partnership and free trade 

agreement in 2003, ASEAN will probably become the largest trading partner 

of China in the coming years. Chinese Premier Li Keqiang estimated that 

China-ASEAN bilateral trade goal will amount to $1trillion by 2020. This 

figure is up from $150 billion in 1990 and $92 billion in 2013.
12

 

Given the ASEAN economies‟ need for foreign investment, China can 

release a massive amount of unspent capital and secure future markets for its 

surplus while tapping sources of raw materials. China also needs to tackle 

international financial system to make it more responsive to its needs if the 

Western system proved ineffective.
13

 Toward this end, the AIIB performs a 

strategic role.  
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By being part of the OBOR, ASEAN countries will have greater access 

to AIIB, which can lead to a bigger regional community. The AMPC and 

OBOR may contribute to achieving the “Post- 2015 Vision.” It would succeed 

the 2015 Asian Community‟s Economic and Socio-Cultural Blueprints.
14

 

Meanwhile, the ASEAN Economic Community (AEC) and the ASEAN 

Socio-Cultural Community (ASCC) can easily materialize upon setting-up of 

the required facilities and promotion of shared ideas. This economic 

partnership between the ASEAN and China is strategic. It will generate 

employment and help in constructing the trans-ASEAN energy pipelines for 

funneling oil and gas from ASEAN‟s oil-producing countries. Energy security 

is of urgent necessity for both China and the ASEAN non-energy producing 

countries. Arguably, the rise of its economy forces China to aggressively 

pursue traditional suppliers from the Middle East to Africa and Asia.  

Concluding Remarks 

A robust ASEAN economy would amplify members ‟political leverage 

vis-à-vis the bigger economy of China or even the US.  Economic and socio-

cultural exchanges portend a bright prospect for a better regional security 

cooperation. China and the ASEAN could productively discuss security issues 

in the South China Sea, the Korean Peninsula, piracy and other non-

conventional security problems. There are various areas of cooperation as 

China pursues the OBOR initiative. It can facilitate completion of 

infrastructure projects that are relevant to the envisioned ASEAN Economic 

Community, ASEAN Security-Political Community, and the ASEAN Socio-

Cultural Community.  

 Skepticism generated by the dispute on the South China Sea will stay 

despite ample opportunities for resolution under the OBOR initiative. There 

are also other sources of skepticism such as the Cold War mentality and 

prisoner‟s dilemma as fueled by the fear of China‟s hegemonic intention. 

Thus, the future of OBOR in the ASEAN will mainly depend on how member 

countries balance national interests with regional interests, and how China 

presents its motives clearly and persuasively.  

Recent developments after the 2017 ASEAN Summit in Manila offer 

some opportunity for both China and ASEAN to agree on the Code of 

Conduct for the South China Sea. Although still in an initial phase, one cannot 

deny its importance for resuming talks among claimant countries. While not 

all ASEAN members share the same degree of skepticism towards China, the 
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Code of Conduct will grant the region a relative guarantee for regional 

cooperation and consultation.  

ASEAN should strike a balance and careful approach in its policy to 

maximize economic gains. Track Two diplomacy is strongly encouraged to 

discuss the “trust deficit” in the ASEAN-China relations. This type of 

diplomacy entails engaging non-state and non-governmental entities, scholars 

and policy or research institutes. They can help educate government officials, 

the public as well as media outlets, thereby cultivating an environment for 

mutual understanding.  
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Review Essay 

B. M. Jain, China’s Soft Power Diplomacy in South Asia: Myth or Reality? 

(Lanham, MD: Lexington Books, 2017) 

Joseph Tse-Hei Lee

 

B. M. Jain should be congratulated for producing this informative 

study of China’s latest diplomatic efforts to engage neighbouring South Asian 

nations. Surveying the Chinese geopolitical, socio-cultural and economic 

involvement across South Asia, he argues convincingly that strategic 

encounter between China and India is bound to make a decisive impact on the 

fast-changing landscape of regional security. The timing of the US presidential 

election in 2016 makes the book extremely relevant for understanding major 

shifts in geopolitics across Asia today.  

As modern nation-states in the Cold War era, with the exception of the 

early 1950s, diplomatic relations between India and China were characterized 

by border conflicts, regional rivalries and strategic and economic competition. 

Sino-Indian border conflicts resulted from the rejection by Beijing of the 

British-drawn McMahon Line of 1913–1914 separating India and Tibet, the 

flight of the 14
th 

Dalai Lama to India after the 1959 Tibetan Uprising and the 

dispute following the 1962 border war in which China seized 38,000 km
2 

of 

Indian territory in Aksai Chin, and another 5,180 km
2 

of northern Kashmir that 

Pakistan ceded to Beijing under a 1963 pact. Outraged by India’s support of 

the creation of the 14
th 

Dalai Lama’s exiled government in Dharamsala, 

Beijing supported Pakistan during the 1965 Indo-Pakistani War. Throughout 

the 1970s and 1980s, continuous Chinese arms transfers to Pakistan indicated 

the close links between Beijing and Islamabad. 

The wider Cold War conflict greatly complicated Sino-Indian relations, 

as shown by the Soviet alliance with India and the US support for China from 

the 1970s onward. Despite the gradual Sino-Indian rapprochement after the 

visit of then-Indian Prime Minister Rajiv Gandhi to Beijing in 1988, China 

refused to sacrifice its strategic partnership with Pakistan. This “two-front 

threat” (i.e., Pakistan in the west and China in the north and northeast) gave 

rise to Indian leaders’ worries about China’s containment policy. 
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As years of the US anti-terrorism efforts come to an end in Central 

Asia and the Middle East, two security issues have arisen to shape the 

development of Sino-Indian interactions. One issue has to do with China’s 

worry about the spread of Islamic extremism from Central Asia to its Muslim-

majority Xinjiang Autonomous Region. An unstable Pakistan threatens the 

security of China’s western frontier. In May 2009, several identifiable groups 

with Al-Qaeda links attacked Chinese investors and workers in Pakistan. 

Seeing the escalating instability in Pakistan, China worried about the political 

vacuum left by the US military withdrawal from Central Asia and the use of 

Afghanistan as a training ground for Islamic militants in Xinjiang. 

Another security issue concerns the Chinese naval expansion into the 

Indian Ocean and Arabian Sea. Since 2013, China has launched a “Maritime 

Silk Route” initiative to establish a comprehensive system of oceanic ports, 

harbour infrastructures and special economic zones in the South China Sea 

and the Indian Ocean. To further protect its lines of communication across the 

Indian and Pacific oceans, China constructed new ports, maritime 

communications and overland transport routes in Pakistan, Bangladesh, Sri 

Lanka and Myanmar. In December 2011, China announced to build an anti-

piracy naval base in the Seychelles to counter US maritime power. All these 

measures consolidated China’s control over its extensive overland and 

maritime frontiers. While Indian policymakers view China as an interloper in 

South Asia, China perceives South Asia as a legitimate area for flexing its 

muscles against India and the US.  

Detecting India’s discontent over Chinese power projection, the US 

supported India to claim its sphere of influence and to compete with archrival 

Pakistan, which has Chinese support. Taking advantage of Afghan discontent 

with Pakistan, the Indian, Iranian and Afghan governments embraced a 

tripartite trade treaty in which India would finance the infrastructural 

development of Iran’s Chabahar Port in exchange for an open trade corridor 

with Afghanistan through Iran. This trade agreement is a blow to Pakistani 

prestige and influence in the region because it cuts Islamabad out from its 

previous control of Afghan overland trade through taxes and tariffs. On the 

maritime front, India has pursued security relations with China’s neighbours in 

the Pacific Ocean, especially Taiwan, Vietnam and Japan, and reengaged Sri 

Lanka and the Maldives in the heart of Indian Ocean. Evidently, both India 

and China have employed soft power and security strategies to balance against 

each other in a highly fluid landscape of Asian politics. 
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A major strength of B. M. Jain’s analysis is the comparative approach 

that he uses to contextualize the balance of power between China and all 

South Asian states in geopolitical, socio-cultural and economic spheres. This 

highlights a strong sense of opportunism and pragmatism among Chinese and 

South Asian policymakers. Perhaps Jain could have broadened the empirical 

scope by exploring the role of Chinese and Indian intellectuals, business 

executives, ordinary citizens, think tanks and community organizations in 

these cross-regional diplomatic activities. In addition, how China’s policy of 

integration has shaped the East and South Asian populations, how it has been 

absorbed into people’s everyday life, and how people across South Asia 

appropriate and adapt Chinese socio-cultural resources to empower themselves 

may require a closer look at specific temporal and spatial settings. 

On the whole, B. M. Jain has given us a highly readable account of the 

emerging power competitions between China and India. This insightful 

investigation should appeal to anyone interested in Asian politics, diplomacy, 

and history.  
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Sten Rynning, ed., South Asia and the Great Powers: International 

Relations and Regional Security (London: I.B. Tauris, 2017), pp. xv +312. 

 

South Asia has undergone a complex geopolitical metamorphosis over 

the past more than one decade. Clearly speaking, South Asia, once a neglected 

field of study and inquiry in international relations, abruptly turned into a flash 

point of the global attention when the US President George W. Bush launched 

the global war on terror in Afghanistan in October 2001. Since then American 

troops, though currently more than nine thousand, are present on the Afghan 

soil. The US agenda since the Bush administration to eliminate Al Qaeda and 

the Taliban has remained unfulfilled. Rather, there is resurgence of the Taliban 

in close league with Pakistan’s homegrown terrorists and jihadi elements such 

as Lashkar-e-Taiba, which has taken a toll of more than 60,000 people in 

Pakistan alone. In fact, Pakistani Taliban remains a potential threat to security 

and stability in the Af-Pak region due to an overt and covert support of the 

Pakistani ISI and the top military brass. To the US chagrin, despite its massive 

investment of over 33 billion dollars, Pakistani military elites did not oblige 

American and NATO forces to nab and destroy terrorist sanctuaries in the Af-

Pak region. The Trump administration, which inherited the painful legacy 

from its predecessor, has been grappling with the intractable problem of 

devising an honourable solution to withdraw US troops while simultaneously 

ensuring internal security and political stability in Afghanistan. Instead, 

President Trump’s troubles in Afghanistan have magnified in light of the 

scramble among powers such as Russia, Iran, China, and Pakistan for filling 

the strategic vacuum. Each one of them is vying for a larger share in the post-

withdrawal scenario of US forces from Afghanistan. There are no shared 

strategic interests among them.  

Given the above backdrop, a battery of scholars and analysts in this 

volume have made scholarly contributions to analyze multiple ramifications of 

the highly volatile security environment in South Asia and Afghanistan. There 

are three parts in the edited volume, containing ten contributions in all other 

than a separate concluding chapter by Rynning. The thrust of the volume 

hinges on the strategic activism of regional actors. Of them, China is the most 

influential and assertive actor, as is manifest from its strategic encirclement of 

India in South Asia, Afghanistan, and the Indian Ocean. Sten Rynning clearly 
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notes in his introductory remarks that the ―region is transiting from an Afghan 

war centric phase to a new phase of regionalized and therefore more diverge 

engagements.‖ He begins with South Asia’s security order, while underscoring 

the risks of nuclear proliferation and the ongoing conflict in Afghanistan. He 

rightly raises a question whether regional security order is possible. In 

particular, Rynning illuminates regional complexities, which, to him, is due to 

the ―preeminence of India.‖ India’s preeminent position has produced real or 

imaginary fear among South Asian states. He further suggests that India needs 

to ―manage the anxiety of its neighbours‖ (p.60). This is a widely shared 

recommendation among South Asia scholars. But the question is how? There 

is no satisfactory answer to this. 

Ronald E. Neuman has critically examined the involvement of major 

powers in Afghan politics, defence and security from a wide range of 

perspectives. He has spelt out policy choices of extra regional powers; 

especially the role of NATO has been highlighted from an integrated 

perspective. He has rightly observed that the two competing and hostile 

neighbours—Pakistan and Afghanistan—are making it excruciatingly difficult 

to give peace a chance to help reshape the destiny of Afghanistan, in 

particular. 

Anthony H. Cordesman in his contribution titled the ―Forging War‖ 

takes a much broader view of the challenges and futuristic role of the US in 

Afghanistan. In realistic terms, he points out that the ―US cannot solve every 

problem or meet every challenge‖ (p.135). But, he abruptly jumps to the 

conclusion that the United States is a ―potential counterweight to China.‖ This 

is not something new. 

Chapters 5 to 7 make the study fascinating, albeit somewhat 

controversial. This is obvious for a host of reasons. In Chapter 5, Jo Inge 

Bekkevold and Sunniva Engh comprehensively deal with multiple dimensions 

of China’s much-hyped Silk Road Diplomacy. Both the authors have 

illuminated the impending threats and obstacles, emanating from various 

sources. For example, India is opposed to the project basically on the ground 

that the part of the Silk Road project passes through the disputed territory of 

Gilgit-Baltistan in the Indian state of Jammu and Kashmir. I would like to 

underline this fact that the ―heart of the Sino-Indian War 1962‖ was not over 

Tibet, as the authors maintain (p.164). The 1962 War was the brainchild of 

Communist Party supremo Mao T-se Tung (now known as Mao Zedong), who 

did not accept the McMahon Line as an international border, demarcated at the 
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1914 Shimla Agreement. Apart from this minor misinterpretation, the authors 

have purveyed a rich information with incisive analysis of the interconnected 

issues involving Myanmar, Sri Lanka, the Maldives, Nepal, and Bhutan, 

especially strategic nexus between China and Pakistan. 

In Chapter 6, Meena Singh Roy and Christian Wagner have 

intelligently touched upon strategic issues persisting between India and 

Afghanistan, though Pakistan still looms large in a negotiating or 

reconciliation process for peace and stability in Afghanistan. There is no 

palpable solution to the Afghan problem at least in the near future as to how 

India and Pakistan would be able to evolve a common security approach to 

defuse the ongoing crisis in the region. 

In Chapter 7, Houchang Hassan-Yari deals with Iran-Afghanistan ties 

in the context of Pakistan, although Iran’s relations with Pakistan are gravely 

strained due to lack of mutual trust. Pakistan’s core problem is the improving 

political and strategic ties between India and Iran. The latter is the gateway for 

India to Afghanistan and Central Asia. The author has rightly pointed out that 

China has recently begun playing a pro-active role in Afghanistan in contrast 

to its past policy of passive activism. This is rooted in its perception that 

stability in its Xinxiang province is contingent on peace and stability in 

Afghanistan. 

Chapters 8-10 deal with the common challenges facing Pakistan, the 

United States, Afghanistan, China, and India in the extended region of South 

Asia. Tughral Yamin notes that the real issue before Pakistan is not its survival 

but the welfare of its people wading through poverty. Mohammad Mansoor 

Ehsan, a close inside watcher of Afghan affairs, accuses history for not being 

favourable for the growth of regionalism in South Asia. For this, an elaborate 

explanation and corroborative evidence is needed to prove the hypothesis. 

P.V. Jakobsen in Chapter 10 focuses on the United States’s policy approach 

and role in Afghanistan. He has given credit to the Obama administration for 

brilliantly handling the situation in Afghanistan. The fact is that America did 

not gain much from its longest engagement with Afghanistan in the history of 

its overseas military operations. American policies and strategies did not 

deliver mainly on account of the lack of knowledge about Afghanistan’s 

society, ethnicity, the local social and cultural values, and mindsets of war 

lords, and its topographical features, including the US failure to learn any 

lesson from the past follies of the former Soviet Union’s military invasion 

over Afghanistan that ultimately led to the collapse of its empire. 
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This volume makes a fascinating and interesting study. This is strongly 

recommended not only for researchers, academia, and graduate students but 

also for strategic analysts and public policy figures who are frantically 

engaged in exploring viable pathways to deal with core threats and risks facing 

South Asia and Afghanistan.  

Hartmut Elsenhans and Salvatore Babones, BRICS or Bust?: Escaping the 

Middle-Income Trap (Stanford, California: Stanford University Press, 

2017), pp.vii+115. 

This slim volume is a distinctive contribution, both theoretically and 

empirically, towards understanding the dynamics of developing economies of 

Brazil, China, India, Russia, and South Africa (BRICS). Professor Hartmut 

Elsenhans, the first author of this volume, is a renowned development 

economist and an outstanding theoretician in the field of international 

relations. The second author of this volume, Professor Salvatore Babones, is 

trained as a sociologist. This unique combination of scholarship has enabled 

them to produce a solid scholarly work on the core challenges to and inbuilt 

systemic problems facing the economies of BRICS. They have attempted to 

diagnose as to why and how their economies have poorly performed in lifting 

their peoples out of abject poverty, hunger and malnutrition, even though India 

takes pride in becoming the fastest growing economy in the world. 

The BRICS’s Goa summit in 2016 underlined its main goal of 

sustainable development and infrastructure. The summit called for an open 

economy and anti-protectionist measures to ensure the level-playing field for 

all. Each member country has been facing one crisis or another. For instance, 

the sluggish economies of China and South Africa, and an increasing 

corruption in India, China and South Africa have been responsible for eating 

away the resources of their respective state exchequer. This apart, the 

mounting frustration among the youth due to chronic unemployment problem, 

and the growing incidents of farmers’ committing suicide, for instance, in 

India and China, have sent shock waves to Third World nations. This dismal 

scenario warrants to tide over systemic challenges facing member nations of 

BRICS by way of introducing structural reforms and encouraging innovative 

growth pattern.  

The book under review contains four chapters. The first chapter 

outlines social, political and economic trajectories of each member country of 

the BRICS in order to lay out an integrated economic and trade profile. The 

principal idea behind this grouping was to make its presence felt globally and 

its desire to be heard by the developed world. So far as their political systems 
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are concerned, they vary. For instance, India, Brazil and South Africa have 

―vibrant electoral democracies,‖ while Russia has ―an authoritarian regime‖ 

and the Chinese political system is monolithic. Regardless of their varying 

political structures, what has strikingly been common is the state-managed 

economies. 

The authors have aptly observed when they say that a ―defining 

characteristics of the BRICS economies is the extent to which they are owned 

and managed by the state‖ (p.25). Further, they argue that the democratic 

BRICS countries of India, Brazil, and South Africa have ―stronger records of 

social development.‖ The question arises whether China does not have a 

reasonably good record of social development. President Xi Jinping’s 

emphasis on ―harmonious society‖ is primarily aimed at removing wealth gap 

and social inequality among the people in the mainland China. However, they 

are ―stuck in a middle-income trap.‖ Elsenhans and Babones have correctly 

diagnosed the maladies pervading the BRICS countries in which ―fates of 

BRICS are disconnected from the fates of their compatriots‖ (p.31). In this 

context, a highly respectable Indian political scientist Rajni Kothari had 

strongly condemned the elites of Third World countries who are mainly 

responsible for exploiting their own people. This is true of India in which 

elites of all categories are becoming richer. Prime Minister Modi’s populist 

slogan of sabka saath sabka vikas (cooperation of all, development for all) is a 

mere political gimmick. 

Chapter 2 deals with how economic rents have been mobilized to 

promote the ―development and growth‖ of new industries. The chapter 

discusses the state’s role in economic development. China, for instance, has 

been subsidizing the ―inefficient state-owned enterprises‖ (p.54). Despite it, 

economic growth in China has declined. But China’s state intervention in 

strategic sectors like Telecom has been selective, which shows that China has 

practically embraced state-centric capitalism as a development model. On the 

other hand, the Indian government under the leadership of Prime Minister 

Modi has embarked on opening up its economy to the capitalist model of 

privatization of key industries, including defence, insurance, energy and 

telecom sectors. In other words, the state role is being marginalized, as a result 

of which a few big corporate houses have enormously benefitted. In the 

banking sector, the rate of interest is being steadily cut down to the benefit of 

giant industrial houses while pensioners are losing the value of their fixed 

deposits – the main source of their survival in the old age. Given this, the main 

challenge to the BRICS economies is to balance the economic growth with 



99 Indian Journal of Asian Affairs, Vol. 30, No.1-2, June-Dec. 2017 
 

social justice. It is not yet clear how the goal of socio-economic justice can be 

attained through distributive justice, which is a chimera. 

In Chapter 3 titled Mass Demand as the Basis of Growth, Elsenhans 

and Babones have discussed many interconnected issues of growth and 

unequal distribution of income, high-costs of labour and the ―concomitant 

high demand for average quality products for average consumers‖ (p. 57), and 

public distribution system and poverty eradication, for example, in India. They 

opine that mass demand has led to the growth in the BRICS. Further, they 

have devoted much space to various pro-poor and rural employment 

programmes launched by the Indian government from time to time. Some of 

the programmes, for instance, under the Mahatma Gandhi National Rural 

Employment Guarantee Act 2005, are impressive and effective to a great 

extent. Authors point out that Indian employment programmes have 

―contributed to the improvement of infrastructures in the countryside‖ (p.65). 

This is partially true. The level of infrastructure development, whether roads 

or basic facilities to students at primary and middle school level, safe drinking 

water, and availability of clean toilets, is in abysmally poor shape. However, 

the authors have claimed that ―India has failed relative to China in the 

redistribution of rural assets…‖ (p. 65). 

Furthermore, the authors of this volume have rightly pointed out that 

the twin task before developing economies is to develop their economies and 

―international competitiveness‖ based on their socio-political structures. The 

question of the global South’s catching up to the developed world or 

remaining mired in the ―middle income trap‖, they think, depends not only on 

their economic mechanisms but also on ―the robustness of their own policy 

environments‖ (p.97). In their final note, they are of the view that the ―success 

of developing countries depends on the outcomes of their internal class 

struggle over the allocation of rents in their own economies‖ (p.97). 

The book under review is a refreshingly enlightening and interesting 

read. It offers a highly critical and incisive analysis of myriad dimensions of 

the BRICS economies’ functioning in an interdependent economic world 

order. This is a must read for students, academia, researchers and public policy 

makers who are deeply concerned about the challenges and opportunities lying 

before the Global North and the Global South in order how to revamp their 

respective national economies. 

 

B.M. Jain 

Indian Journal of Asian Affairs 
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Kenneth King, China's Aid and Soft Power in Africa: The Case of 

Education and Training, Rochester, NY: James Currey, 2013, pp.238. 

China stands out as a major global player with an ever-increasing 

strategic footprint. While China’s defence, trade and investment engagements 

are commonly the subject of research, its linkages with the outside world in 

the realm of higher education are also worthy of investigation. In China's Aid 

and Soft Power in Africa, Kenneth King has conducted a comprehensive 

examination of China's support to education and human resource development 

for Africa. Consisting of six chapters, followed by the conclusion, the book 

covers the following areas (with corresponding chapters): origins and 

discourses pertaining to human resource development in Africa; delivery of 

higher education partnerships, including the short-term training of African 

professionals in China, and Confucius Institutes; experiences of African 

students in China; Chinese enterprises and training in Africa; the difference 

between China and OECD countries in providing education aid; and education 

and soft power linkages.  

The above topics are underpinned by three analytical lenses: China's 

views of its historical connections with the region; China's approach to South-

South Cooperation; and China's soft power perspective. As such, a key 

strength of the book, apart from its depth, is the illumination of the rationale 

and implications of China's dealing with Africa in education and human 

resource sectors through several explanatory frameworks. Further, given the 

prominence of internationalization in China’s higher education policy, the 

accounts of experiences of students from such countries as Kenya, Cameroon, 

Egypt and Nigeria assume significance, especially in drawing comparison with 

the existing literature.  

The book also provides insights into the soft power debate surrounding 

the Confucius Institutes (CIs) in Africa. However, had the students at the CI(s) 

been interviewed, the analysis of their experiences would have sharpened the 

soft power discourse by incorporating their perspectives. 

Overall, the book makes a significant contribution to understanding 

China-Africa relations in the domain of education and human resource 

development, apart from enriching the literature on connections between soft 

power and higher education.  

Romi Jain 

Cleveland State University, Ohio 
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