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China and Israel: Evolving Relationship Within the
Belt and Road Initiative
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Abstract: In recent years, with the cessation of defense relations, Israel and China have sought to
expand their diplomatic and economic relations, mainly in the field of industrial research and
development, large-scale academic cooperation, and investment. The expansion of cooperation between
the two countries is mainly due to the status of Israel as a start-up country, which can satisfy China's
technological needs and help it modernize many of its industries. Beijing also sees Israel as a strategic
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outpost in its regional interests - a small but vital stopover under the China Belt and Road Initiative
(BRI), connecting the Indian Ocean and the Mediterranean Sea through the Gulf of Suez, as a land bridge
connecting trade and energy routes from the Far East through Africa to the Middle East and further to
Europe on profitable trade routes by land and sea. The construction of a railway line from Eilat to Ashdod
connecting the Red and Mediterranean Seas, as well as the construction of a new port in Ashdod, will
provide a safe alternative route to the Suez Canal, filling another ring in the Beijing strategy of a “String
of Pearls”. Israel’s well-secured human capital, a developed economy, a high-tech foundation, a stable
public and state business environment have further enhanced the country's attractiveness as a key element
of BRI.

Keywords and phases: China-lsrael relations, Belt and Road Initiative, infrastructure,
investment, innovation, start-up nation.

Introduction

Israel was the first and, until 1956, the only country from the Middle East (ME) to recognize the
People's Republic of China (PRC), even though the two countries did not exchange ambassadors until
1992.2 In the 1980s, under Deng Xiaoping, when China began to look with interest at developing arms
cooperation with Israel, making the first deliveries of Israeli weapons to the PRC, and began the active
phase of the peace process between Israelis and Palestinians, this allowed both countries to establish full-
fledged diplomatic relations in January, 1992.% Following the opening of embassies in Beijing and Tel
Aviv, economic and trade ties between Israel and the China grew, first moderately and then at a faster
pace.*

Although in the early 2000s, under pressure from the United States (U.S.), Israel unilaterally
abandoned existing military contracts and broke off its close relations with Beijing, the mutual perception
of future economic and technological benefits contributed most to overcoming the crisis between the two
countries.” On November 1, 2005, the PRC and Israel signed an intergovernmental agreement in
Jerusalem, according to which Israel officially recognized the full market status of the Chinese economy.®

From 1992 to 2018, the volume of bilateral trade with China increased from 50 million to US
13.9/15.6 % billion dollars.” It makes China the largest trading partner of the Jewish state in Asia and the
third largest foreign trade partner in the world after the U.S. and the European Union (EU),? and second

? Jin Liangxiang, “Energy First. China and the Middle East,” Middle East Quarterly, Vol. 12, No 2, Spring 2005, available at:
http://www.meforum.org/article/694; Harutyunyan Aghavni, «Chinese-Israeli Contacts Before the Establishment of
Diplomatic Relations,” Middle East. History. Politics. Culture, Vol. 9-10, 10S NAS RA, Yerevan, 2014, p. 423, available at:
http://orient.sci.am/files/publications/20160211 131121 am X, XITIBX+X Y XsX&H%20D=IIBIF XTI X11,,%201X-
X%202014.compressed.pdf.
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(HIT PCMJ), 22 Asrycra 2017, available at: https://russiancouncil.ru/analytics-and-comments/analytics/kitay-i-izrail-
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only to the U.S. by 2019.° The U.S. remains the main country for export to Israel, but China, together
with Hong Kong, occupy the second line.*® Since Chinese trade excludes business relations with Hong
Kong, despite the fact that most of it is directed to the mainland, the actual trade figures are higher than
officially announced. Moreover, these figures do not include Israel’s lucrative arms sales to China.'*
However, Israel is not an important market for the Chinese economy, since transactions with Israel
account for only 0.3 % of total Chinese trade.*

One of the main reasons Israel seeks to deepen its economic relations with the fastest growing
large economies in the world and expand trade with Asian markets is the desire to diversify its export
markets and investment sources from its traditional partners, the U.S. and the EU."® Israeli companies are
increasingly turning to Asia to capture a boom in demand for their technology, as the government urges
them to diversify export markets in response to Europe's rising “anti-Semitism” and potential trade
sanctions.™

China is one of the leading manufacturing markets on the planet, and Israel is one of the leaders
in research and development (R&D).™ The fields wherein Israel envisaged economic cooperation with
China included industrial R&D, large-scale academic cooperation, investments.'® Israel's achievements
in innovation and in some technical fields make it a particularly attractive partner for China, as Beijing is
trying to become a world leader in high technology, moving from an economy focused on investment and
exports to an economy focused on innovation and consumption.'” For a long time, Israel’s exports to
China consisted of high-tech products, including electronics, optical, agricultural and water technologies,
chemical industry, communications, while China’s exports to the Israeli market include popular and
competitive raw materials, textile products and consumer goods.*

China has relatively low labor costs, huge production capacities and high demand for advanced
technologies, and Israel is looking for export markets for its advanced technological products, while it
carries high labor costs and limited industrial production capabilities.*® Well-secured human capital, a
developed economy and high-tech base, as well as a stable business environment for society and
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1.1.

government, make Israel a particularly valuable asset for the Chinese New Silk Road Initiative (NSRI) or
“Belt and Road Initiative” (BRI) in the long run.?

l. Israel's Significance in the China’s Belt and Road Initiative
Israel as a Part of Belt and Roads Initiative

Originally announced in 2013 by Chinese President Xi Jinping with the goal of restoring the
ancient Silk Road linking Asia and Europe, the scope of the NSRI has expanded over time to include new
territories and development initiatives. This project, also called the BRI or Belt and Road (B&R),
envisages the construction of a large network of roads, railways, seaports, electric networks, oil and gas
pipelines, and related infrastructure projects. The first part of the project is called the Economic Belt of
Silk Road (EBSR) or Belt, which is actually a network of predominantly land roads that are expected to
connect China with Central Asia (CA), Eastern and Western Europe. The second is called the 21%
Century Maritime Silk Road (MSR) or Road, which is a sea route that is expected to connect China's
southern coast with the Mediterranean Sea, Africa, Southeast Asia and CA.%

Israel did not declare its position on the BRI after its announcement, and only after China
launched the Asian Infrastructure Investment Bank (AlIB)* in October 2014, Israel became one of the
last seven countries to apply for membership. On March 31, 2015, Israeli Prime Minister Benjamin
Netanyahu formally signed a declaration of accession to the AIIB, and Israel became one of the 57
founding states. In this way, Tel Aviv positively supported the Chinese BRI, which could cause confusion
in Washington.”® In January 2016, the Knesset Finance Commission approved in the second and third
readings the bill on Israel's entry into the AlIB, which became the first pan-Asian economic structure with
full membership of Israel in one working group with South Korea, Mongolia, Uzbekistan and several
other Asian countries. Of the bank’s total registered capital of US $ 100 billion, Israel’s share will be US
$ 150 million (Israel has 0.91 % of the vote), and Tel Aviv will provide commitments in the amount of
US $ 600 million in case of need to buy back shares.?

Israel’s AIIB membership will open up opportunities for the integration of Israeli companies into
bank-financed infrastructure projects. The Israeli Foreign Ministry hailed the AlIB as "a diplomatic
achievement™ and "one of the most important initiatives in terms of China’s foreign policy and, in

particular, for President Xi Jinping".?®
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braroesrpan,  beiarapus, 2019, p. 143,  available  at: http://ezikovsvyat.com/images/stories/issuel7.2-
2019/17.%20Harutyunyan 143-156.pdf.
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During Netanyahu’s visit to China in March 2017, President Xi announced the intention of the two
countries to consistently promote major joint projects as part of the jointly building of the BRI. Prime
Minister Netanyahu also expressed the readiness of the Israeli side to actively participate in infrastructure
and other cooperation within the framework of BRI,?® and declared that Chinese-Isracli ties are “a
marriage made in heaven”.?’ Chinese Prime Minister Li Kegiang reminded that “the Chinese people and
the Jewish people are the great nations of the world".?®

In March 2015, Premier Li Keqiang underscored in the “Report on the Work of the Government”
that China should promote Free Trade Area negotiations with Israel and other countries.?® The two
nations wrapped up their 7" round in November 2019, and could very well finalize the deal by the close
of 2020. The idea that one of America’s closest allies would enter into such an agreement with its
“strategic rival” could have been accepted without enthusiasm in Washington.*® However, it should be
noted that this is part of the Chinese strategy to create free trade zones (FTZ) in those states that can be
called traditional U.S. allies in order to facilitate the supply of goods and simplify the creation of joint
ventures through the FTZ.%

1.2. Israel as a Logistics Center and a Potential Hub for China’s BRI

On March 28, 2015, a year and a half after Xi Jinping’s first proposal of the BRI, the Chinese
National Development and Reform Commission (NDRC), the Ministry of Foreign Affairs (MFA) and the
Ministry of Commerce (MOFCOM), authorized by the State Council, jointly published a document
entitled “Vision and Actions on Jointly Building Silk Road Economic Belt and 21* Century Maritime
Silk Road”.* It describes also plans for how the Belt will link China with the Persian Gulf and the
Mediterranean Sea through CA and West Asia (passing through Gwadar, Istanbul and Tehran and through
Afghanistan, Iraq, Iran and Turkey); and how the Road will connect China’s South China Sea all the way
to the Mediterranean via the Indian Ocean, Gulf of Aden, Red Sea and Suez Canal.®
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Given the country's geographical position, China also needs Israel as a BRI logistics center and
land bridge connecting China's trade routes from the Far East through Africa to the ME and further to
Europe.** Since BRI routes require not only seaports, but also railways, logistics centers, warehouses,
airports, as well as hardware and software for the transportation system, Israeli companies can contribute
to B&R projects by developing and integrating transport and logistics technologies and related systems,
for example, for trains, aircraft and marine equipment.®® Through BRI, China seeks to play a more active
role in the ME, and improved ties with Israel could offset China's historically closer ties with other
countries in the region, including Iran and Israel’s Arab neighbors.*® Some Chinese authors even see
Israel’s location next to the Arab states as a “balancing factor” that can “give credibility to Chinese soft
power in the region”, considering Israel’s limited role in the BRI due to its small size, bounded transport
links with countries in its region and lack of experience in large-scale projects.*’” Tel Aviv’s deep ties with
the U.S. and the EU can help China expand its ties in the Eastern Mediterranean and the ME, and Sino-
Israeli ties can enhance Israel’s role in trade between Asia and Europe.38

Chinese companies, involved in national infrastructure and construction projects in Israel, have
good experience in implementing infrastructure projects at a lower price and in a shorter time.* The
ability of Chinese companies to successfully build infrastructure in a highly developed country such as
Israel, not only can help Chinese infrastructure companies enter the U.S. or Europe, but will improve their
image and give legitimacy to their activities, leading to additional projects in other developed states, since
most BRI countries where Chinese companies are building infrastructure have low and medium
incomes.*

1.3. Israel as Pivotal Location for the Implementation of Maritime Silk Road Initiative (MSRI)

To implement MSRI, China has been actively developing several global infrastructure and
investment projects designed to increase the efficiency of the economic interaction of the Asian giant with
its partners around the world. One such project is a network of commercial ports “String of Pearls”,
similar to the “Dual Use Logistics Facility”,** which focuses on creating Chinese strongholds or “naval
posts” with military or geopolitical influence along the Indian Ocean littoral, in the Persian Gulf and the

Mediterranean Sea.*?
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Israel has the potential to be a small but important stop on the MSR, connecting the Indian Ocean
and the Mediterranean Sea through the Gulf of Agaba and the Suez Canal.*® From the east coast of the
China, the ships follow the South China Sea to the Straits of Malacca, from where they are sent to the
shores of northern and northeast Africa to reach the Israeli ports via the Bab el-Eilat and Ashdod -
bypassing the Suez Canal.** To ensure reliable access for Chinese commercial shipments from the Red
Sea to the Mediterranean, Beijing took an adopted a dual-track approach while expanding its interests in
the Suez Canal corridor and following the land route through Israel.*

The massive development of energy resources in the Eastern Mediterranean, new ports appearing
on its Mediterranean shores, new trade routes between Israel and its Arab neighbors, a growing geo-
economic alliance between Israel, Cyprus and Greece and significant financial resources in lIsraeli
investment intuition make this a very attractive market BRI for China.“® China has raised its naval
presence in the strait of Hormuz, Bab al-Mandeb strait, and Suez Canal as well as made ports of
call across the Gulf and in Egypt, Israel and Iran. Given the natural naval points of the ME
(Hormuz, Suez, Mandeb), each of which faces a high level of geopolitical uncertainty, China’s
modern dependence on others for providing these points of attraction and sea routes is unstable in
the long run.*” While most of these transcontinental routes will be located in Central and South Asia, the
littoral states of the Eastern Mediterranean—Turkey, Lebanon, Israel and Egypt—play a crucial role in
completing China’s Eurasian bridges.*®

“String of Pearls” strategy is particularly evident in the fact that China gained control of two of
Israel’s three sea gates, the ports of Haifa and Ashdod, which are part of China’s ambitious trans-Asian
strategy to use three key resources for China’ future greatness: petrochemicals, consumer markets and
advanced technologies.*

In 2014, one of China's largest state-owned enterprises and the second largest dredging company
in the world - the China Harbor Engineering Co. Ltd - won a tender for the construction of new container
terminals in Ashdod port (25 miles/40 km south of Tel Aviv), worth US $ 3 billion,*® which will become
the most important port for maritime trade with Europe. Ashdod on the Mediterranean coast is the
destination of 90 % of Israel’s international maritime traffic. It is one of the largest foreign investment
projects in Israel in history, as well as one of the largest projects for the China Harbor Engineering.**

And in 2015, Shanghai International Port Group (SIPG), which operates the Port of Shanghai,
won the bid to expand the deep-sea private Haifa Port, near Israel's alleged nuclear-armed submarines. It
will also have the operation rights for the terminal for 25 years after the facilities enter into service in
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2021. This new terminal is just 1 km from the docks, where U.S. warships are anchored when they call at
the port of Haifa.>® The Israelis allowed to rent and maintain a terminal in the port of Haifa due to traffic
difficulties and increased strikes by local workers. It was assumed that new facilities built by the Chinese
would unload the old port, and enterprises arriving from China would violate the Israeli state port
company’s monopoly. However, some observers believe that if the SIPG extends the lease of the port due
to the lack of competing offers, then the Israeli authorities will be in a dependent position for a long
time.> It is also noteworthy that the decisions to award the Haifa tender to a Chinese company were made
by the Transportation Ministry and the Ports Authority without involvement of the National Security
Council and the participation of the Navy.>*

Another long-term plan, that Israel hopes China could participate in, is building a railroad
connection between the port of Eilat (in the southernmost point of Israel on the Red Sea) and the port of
Ashdod, so-called “Red-Med Railway”. It will connect the Red Sea to the Mediterranean Sea, thereby
providing a safe alternative to the Suez Canal, and creating an inland trade and logistics center for
Chinese trade between Asia and Europe via the Red Sea.”™ From Eilat goods will be transported by new
railway to the port of Ashdod on the Mediterranean coast and delivered further by sea to European
customers, thereby bypassing the vulnerable neck of the Suez Canal, provided that the fare on the new
line remains at a fairly competitive level.

From an Israeli perspective, the “Red-Med” would bring economic benefits as a catalyst for
development of the southern Negev region. It could also improve its regional standing and strengthen its
bargaining position vis-a-vis Egypt. For decades, Cairo was able to partially isolate Israel by threatening
to close the Suez Canal.>” To solve the problems of competition between Egypt and Israel over China in
the construction of new transport corridors between the Red and Mediterranean Seas, the presidents of
China and Egypt met and discussed trilateral negotiations with Israel in December 2015.%®

To avoid a bottleneck in the Strait of Malacca, China is building the Sino-Pakistan Economic
Corridor (CPEC) as a workaround. And Bab al-Mandab will guard Beijing's military base in Djibouti.
The only missing node in ensuring the security of China’s Sea Lines of Communication and “String of
Pearls” is the Suez Canal, for which the “Red-Med railway” is considered the ideal logistics solution.*
Taking into account the fact that the full railway and road corridor going to the port of Gwadar (on the
Arabian Sea) between China and Pakistan, Turkey-Pakistan FTA will strengthen the interaction of
Beijing, Ankara and Tel-Aviv.®
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China has been a partner in important national initiatives, such as construction of the Red Line -
the first stretch of a light rail line going from Petah Tikvah to Tel Aviv.®" Israel has added a rail line from
the port of Haifa to Beit She’an (less than 10 km from the border with Jordan) and has invited Chinese
companies to take part in a project of extending further its north-eastern spur right up to the border with
Jordan. From there, a short link to the Jordanian town of Irbid will enable connection to the Jordanian rail
network and on to Saudi Arabia and the Persian Gulf. Under the auspices of BRI, this international
project, led by multinational corporations, and built on a centuries-old Ottoman network, with the
intention of linking the Palestinian Authority and incorporating an inland logistics and trading port in
Jordan, passed through non-diplomatic countries, such as Israel and Saudi Arabia.®

In 1997, Israel and Jordan signed an agreement on the establishment of a Special Industrial Zone
(S1Z) in the Jordanian city of Irbid (it began to operate in 1998). Apparently, using the holes in the S1Z
agreement, the main advantage of the work of the SIZ in Jordan is received by the Chinese, who invest in
the enterprises operating there, and manage to hire cheaper Chinese workers, not Jordanians. Of the 71
companies operating in 2008 in the SIZ, the majority of employees 23 of them came from mainland
China. At least 50 % of the profits from the supply of textiles to the U.S. from Irbid are received by
companies with Chinese ownership.®?

If we add to this that China is actively interested participating in the construction of a light metro
in Tel Aviv and digging a tunnel on Mount Carmel in Haifa, it seems that the PRC seriously considers
Israel as a logistic hub between Europe and Asia.** It is believed that the strategic security implications of
the tunnel on Mount Carmel and the high-speed train in Tel Aviv, were also not considered.

In recent years, a significant breakthrough has been made in the field of inbound Chinese tourism
in Israel. As a result of a strategic decision taken in 2012 by the Israeli Ministry of Tourism to focus on
attracting a large number of tourists from China, the flow of tourists from China to Israel increases by 15-
30 % annually. And if in 2015 the country was visited by 47,000 Chinese tourists, then in 2016 it was
already 79,000, and in 2017 their number for the first time in history exceeded 100,000, amounting to
113.6 thousand people. The increase in tourist flow from the Middle Kingdom was stimulated, in addition
to the growth of general interest in Israel, as well as marketing campaigns and simplification of visa
procedures.®

50 weekly flights help not only to establish an exchange of tourist flows but learn to understand
each other's culture and mentality.®” By early 2019, there were direct flights from Beijing, Shanghai,
Hainan and Chengdu to Israel, which not only bring economic benefits of tourism but also greatly
promote exchanges and cooperation between Israel and China in various fields. With the booming China-
Israel tourism industry, China’s e-commerce giant Alibaba has launched payment service in Israel since
January 2018 to provide convenience for Chinese tourists in Israel. At present, Alipay is available at
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nearly 100 vendors in Israel, while Tencent, Alibaba’s competitor in China, has geared up to launch
WeChat payment service in Israel.®®

2. The Promotion of Innovation on China-Israel Relations and
the Increase in China's Investment in Israel.

2.1.  Israel's Attractiveness for China as a “Start-up Nation”

In order to achieve its ambitions to become a leading superpower and dominate the global high-
tech industry, China uses not only the strategy of BRI, but also the policy “Made in China 2025 (MIC
25) - a state industrial initiative aimed at opening their capital markets.®® China wants to become a world
leader in advanced technology, both for commercial and military purposes, and has many national plans
designed to stimulate the development of its technology sector. The Chinese government is issuing
various industry-specific plans, such as the Next-Generation Artificial Intelligence Development Plan,
released in July 2017. Key plans and policies include the National Long- and Medium-Term Plan for
Science and Technology Development (2006—2020), Internet Plus, and MIC 2025."

The MIC 2025 Initiative, launched by Prime Minister Li Kegiang in 2015, aimed at modernizing
China’s industrial potential, consolidating China’s global leadership position in high technology, reducing
the country's dependence on foreign technology imports, and investing in significant funds in their own
innovations to create Chinese companies that can compete both domestically and around the world. China
sees MIC 2025 as a chance to fully integrate into the global manufacturing chain and more effectively
cooperate with industrialized economies.” Beijing’s ambitious plan to create one of the world's most
advanced and competitive economies using innovative manufacturing technologies (“smart
manufacturing”) aims to turn the country into a “manufacturing superpower” in the coming decades and
challenge the economic primacy of today's leading economies and international corporations. "

In July 2017, China’s state council released its new generation artificial intelligence (AI)
development plan, intended to make China the leading global powerhouse in Al by 2030. In July 2018,
two state-backed Chinese companies, China Merchants Group and peer SPF Group, announced a
partnership with London-based investment firm Centricus to launch a US $ 15 billion fund that will invest
in or acquire tech companies in both China and globally.”®

Thus, China is making its move from a commodity manufacturer economy to a high-tech one —
and Israel is playing a key part.” Since 2005, when defensive and diplomatic relations between China and
Israel were in decline, China was still looking for opportunities for technological cooperation with Israel.
Chinese companies have set their sights on Israeli commercial technology in line with China’s national
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mandate to become a world leader in industrial technology by 2025.” Israeli technology attracts Chinese
companies because many of them have global operations and the same standards as in Silicon Valley, but
without sky-high cost estimates. Chinese investment in Israel covers almost every major breakthrough
technology sector in industries such as autonomous and electric vehicles, where major Chinese
automakers support research centers. In other sectors, such as the use of artificial intelligence, Israel is
one of the leaders in almost every area.’®

It is no coincidence that Chinese investors have focused on Israel, the “start-up nation”, with the
highest number of start-ups per capita of any country in the world and the highest absolute number
outside of Silicon Valley. Israel is especially known for its high-tech sector, with thousands of well-
regarded companies focusing on cybersecurity, defense, agriculture, biotechnology and
pharmaceuticals—all of which have found eager investors in China.”’ Israeli entrepreneurs are highly
sought after in China, predominantly in the fields of mobile and web technologies, telecommunications,
gaming, clean-tech, agro-tech and digital health, which all go hand in hand with Israeli high-
techexpertise.’®

In 2018, 12 % of all investments in Israeli startups were Chinese. Regarding large investments,
whose size is US $ 25 million or more, 25 % of all investments in Israeli startups are of Chinese origin.”
More than 1,000 Chinese companies are active in Israel and several hundred Israeli in China. Of all
foreign investments in Israeli hi-tech, 20 % belong to the Chinese.®

However, some experts consider that for the U.S. and other major industrialized democracies, the
Chinese tactics of MIC 2025 not only undermine Beijing's stated commitment to international trade rules,
but also pose a security risk and are based on discriminatory treatment of foreign investment, forced
technology transfer, intellectual property theft and cyber espionage. This prompts the U.S. President
Donald J. Trump to set tariffs on Chinese goods and block several China-backed acquisitions of
technology companies.®" In addition to the U.S. trade war, which is an important tool to curb the rapid
growth of its strategic competitor China, Washington has also put the MIC 2025 at the forefront, trying to
hinder the development of China's high-tech sector, including artificial intelligence, chip manufacturing,
and 5G technology.® Meanwhile, many other countries have tightened control over foreign investment,
and debate has intensified on how to respond to China's behavior.®®

2.2.  China-Israel Cooperation in Innovation Economy
The successes of military-technical cooperation (MTC) have pushed the Chinese leadership and

business people to look closely at Israel in terms of evaluating its successes in developing China's
innovation economy.® China’s unique interest in Isracl is evidenced by the dozens of delegations of
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senior government officials and businesspeople who have visited Israel in recent years. Representatives of
large companies and private investors from China often arrive in Israel in an attempt to crack “the Israeli
code”, to understand the local innovation ecosystem and to implement the innovative and entrepreneurial
Israeli character into their own DNA.%°

China and Israel have both made innovation a top priority in their domestic development
strategies. China’s strategy of pursuing innovation on three investment direction: bilateral, regional, and
global, has become an essential part of China’s “New Era” vision of a country of innovators, as
articulated by Xi Jinping in his 2017 speech to the leadership of the Chinese Communist Party (CCP) at
the 19™ Party Congress. In addition, through many projects under the BRI, China promotes and invests in
innovation, both regionally and globally. At the regional level China seeks large investments in industrial
parks in countries neighboring China, such as Vietnam, Thailand and Russia. At the global level, under
the BRI flag, China seeks and invests in innovation in less developed countries such as Africa, as well as
in countries with developed innovative economies such as Switzerland and Belgium. If, in the framework
of investment diplomacy with innovation, China and Israel cooperate on a bilateral basis, within the
framework of the BRI, in the context of Beijing's desire for scientific and technological innovation, it
cooperates at the global level.®

Technology and innovation was one of the main topics of conversation during the two separate
visits of Prime Minister Benjamin Netanyahu and then-President Shimon Peres to Beijing.?’ In May 2014,
Liu Yandong, Deputy Prime Minister of China, during his visit to Israel, attended the first Innovation
Conference in Israel, and published an article entitled “to Make China-Israel STI Cooperation Bloom” on
the Jerusalem Post. In January 2015, in Beijing, at the first meeting of China-lIsrael Innovation
Cooperation Joint Committee, the two sides signed "the Three-Year Action Plan for Cooperative
Innovation™, including the establishment of the Cooperative Innovation Center, set-up of China-Israel
“7+7 University Research Federation”, agreement on the 2015-2019 Cultural Cooperation Action Plan,
and the start of construction of China-Israel Changzhou Innovation Park.%

In March 2017, Beijing hosted a meeting between Chinese President Xi Jinping and Israeli Prime
Minister Benjamin Netanyahu. The parties announced the creation of an innovative comprehensive
partnership.®® In 2018, Isracl and China held the fourth intergovernmental “Innovation Conference:
Israel-China” for the establishment of a comprehensive partnership in the field of innovation. A Sino-
Israeli trading platform has been created, the first of its kind in China. And immediately, 4 patents were
acquired, which Tel Aviv University possessed: from the field of intellectual production, smart cities,
digital economy and biomedicine. The Chinese bought a patent to detect neuropathy for a symbolic sum
of US $ 49 thousand, acquiring not supporters, but advocates and lobbyists. The first China-Israel
Changzhou Innovation Park (CIP), created by the two governments in the area of complementary
technological innovation, was founded in Changzhou® for Israeli companies seeking to open a branch in
China and to give Israeli companies a “soft landing” in the Chinese market, to facilitate the adaptation of
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Israeli technology in the Middle Kingdom.?* China is encouraging the establishment of Israeli innovative
enterprise in China, such as Shouguang’s Water City, which incorporates Israeli water technologies. *

2.3 Israeli-China Research and Development (R&D) Collaboration

A more substantial channel of Israeli technology transfer to China is R&D collaboration between
companies and academic institutions of both states, as well as R&D activity of Israeli companies in
China. In the early 2000s, Israeli government bodies and Venture capital (VC) firms started to promote
technological-commercial cooperation between companies in the two states. The national academic
science foundations in the two countries signed an agreement in 2012 to support joint research projects in
science and engineering (Council for Higher Education). While the projects are purely academic, some of
them, for example, in nanotechnology, new materials, and satellite technology, can be of military
relevance.”

In September 2013, Tel Aviv University (TAU) and Tsinghua University signed a memorandum
of understanding to establish the XIN ("new" in Mandarin Chinese) Center. It should become one of the
largest academic R&D centers in both countries, develop strategic cooperation in research and teaching,
and will also serve as an international center for scientific and technological innovation for research both
in the early stages and projects that can be prepared for market. Two governments provided funding for
the project, but most of the money came from private sources in both countries.** In 2014, TAU and
Tsinghua launched a US $ 300 million joint center for innovative research and education, initially
focusing on nanotechnology,®® particularly with medical and optics applications, but will later expand to
other areas, such as raw materials, water treatment, and environmental issues.*®

On December 16, 2015, the Technion-Israel Institute of Technology, a world leader in science and
technology education, funded by billionaire Lee Ka-shing in the amount of US $ 130 million, laid the
foundation for the establishment of the Guangdong Technion Israel Institute of Technology (GTIHT) in
Shantou (Guangdong Province, PRC). For the Technion, GTIIT means increasing global reach and status,
and the industrial park planned for the GTHT campus will serve as a stronghold for Israeli companies to
crack key markets in the U.S. and China.®’

To bring down the cost of production for the many consumer and industrial products made in its
factories, China is undergoing a robotics revolution, installing machines to replace people on the
assembly line, and working with Israel to develop smarter and better robots, via the newly established
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GTIHT will be comprised of three units: the College of Engineering; the College of Science; and the College of Life Science.
GTIHT will offer high-level, innovative and research-oriented undergraduate and graduate education. Investments in this
collaboration will also benefit research facilities and infrastructure on the Technion campus in Haifa. It will also become an
anchor in the Far East, which complements Technion’s partnership with Cornell University at the Jacobs Technion-Cornell
Institute at Cornell Tech in New York City.
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Sino-lsraeli Robotics Institute. It will be the centerpiece of a new US $ 2 billion industrial park in the
Guangzhou region of China that will be built around the technology developed jointly by Israeli and
Chinese researchers. It is noteworthy that some Israeli scientists believe that laid-off workers who will be
replaced by robots will eventually find more paid jobs with a higher status, and that automation will not
lead to higher unemployment, but to expand the economy, resulting in more workers places than lost,
which is the goal of China.*®

Israeli-Chinese private equity firm Infinity Group and Neusoft Corporation - China’s largest IT
Corporation, holding a 50 % share of the medical market in China - have approved the establishment of a
US $ 250 million investment to back Israeli life science companies operating in China. This fund will
assist Israeli medical companies to connect with the Chinese market through the integration of cloud-
based platforms, which assists Israeli life science companies with regulatory approvals and product
promotion in China.*

The state structures of both countries have also formed special programs to support bilateral
scientific and technical cooperation with an applied bias, making it possible for joint research and
development to receive state money on preferential terms from the governments of both countries. In the
Chinese case, it can be state structures of a regional scale. In fact, these programs are unique funds that
invest in projects if they meet established requirements. It is important that, most often, the money
received should not be returned to the company in case of failure. And if successful, the government
agencies that issued the money will receive royalties until the grant is fully repaid. Such financial
infrastructure stimulates the effective and intensive development of scientific and technical cooperation
between China and Israel.*®

2.4. China as a Strategic Market for Israel: Israel as a Strategic Investor for China

Though situated in a turbulent region, Israel is an island of relative stability with the highest
“B&R risk on investment” ranking.’® lIsrael ranked as the second lowest investment risk on the
Economist Intelligence Unit BRI risk index, making investment in the market highly attractive for
China, which is currently looking for a more strategic regional footprint. China is likely to pay more
attention to the fact that Israel does not have more serious national security problems than in the past,
which will give Israel more leverage as a stable, prosperous and growing geopolitical force in the
region. 2

Against the backdrop of increased confrontation between China and the U.S., forcing Chinese
investors to reduce their presence in this market, in 2016 there was an unprecedented increase in
investment from China to Israeli high-tech. If in 2015 the amount of Chinese investment in Israeli
companies was less than a billion dollars, then in 2016 it soared to a fantastic figure of US $ 16.5
billion.'®® A significant portion of this amount came from investing in Israeli startup companies, with a
focus on the field of information and computer (cyber) security and medical technologies.'®* The MSRI
agreement with Israel includes Chinese investments in several sectors as renewable energy, the use of
solar energy (solar energy technologies), robotics, telecommunications, chemicals market, biotechnology,
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agriculture, irrigation and the secondary use of water resources, infrastructures beyond ports and other
areas of high technology.'®

In 2001, Netafim, a leading Israeli agri-tech company and a world leader in drip irrigation
systems, invested in its first manufacturing facility in China.’® The Israel Global Environment Service
(GES) is participating in a US $ 5 million water treatment project in Inner Mongolia of China.*®” The
Chinese "water city" Shaoxin has benefited from Israel's innovative water technologies for developing
municipal, agricultural and industrial water infrastructure. Such cooperation will be adopted in the
northwestern part of China - in the Xinjiang province, where China seeks to stimulate development in
order to maintain stability in the region, as well as bridge the economic gap between the eastern and
western parts of the country. The introduction of Israeli inventions and technological solutions in the field
of agriculture, water supply and renewable energy sources can help China turn the country's west into an
agricultural production center in order to meet China's growing food needs. ¢

One of China’s biggest and best-known technology companies, Baidu, is also keen on
investments. Ping An Ventures, a major Chinese VC fund, has made investments in eight Israeli
Companies.109 In 2004, after receiving a number of requests from various foreign VC funds, China’s first
foreign-funded onshore RMB denominated license was granted to Infinity. Furthermore, one of the
group’s companies, a leading global manufacturer in the chip industry, became the first company with a
foreign c-founder to go public on the Shanghai Stock Exchange. Infinity, on its part, pledged to introduce,
invest, and generate innovation in China."*® ECI Telecom, a maker of telecommunications equipment,
initially entered the market through a joint venture, but in the course of 2006 took over full control of the
venture.'**

Another method of importing Israeli technology into China is acquisition of Israeli companies by
Chinese.*? The China National Chemical Corporation bought Israeli pesticides manufacturer ADAMA
Agricultural Solutions Ltd. for US $ 2.4 billion in 2011.**3 In 2014, state-owned Bright Food Group Co
bought a 70 % stake in Israeli dairy company Tnuva, one of the most famous Israeli companies, for a deal
worth US $ 960 million.*** China purchased controlling shares in Makhteshim Agan by Chinese state-
owned firm ChemChina in 2011, the purchase of Alma Lasers by Fosun Pharma in 2013, and the
acquisition of Ahava Cosmetics by Fosun in 2016."> Unlike the stark opposition that state-owned
Chinese firms often run into when they claim a stake in foreign energy or mineral companies in the West,
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the deal with ChemChina was mostly welcomed in Israel precisely because it was probably approved by
the Politburo and interpreted as a sign of China's confidence in the future of Israel.'*® Israeli company,
Nextec Technologies, which developed measurement technology for the auto-motive and aviation
industries, was acquired by a Chinese company in 2014."" China has become a major buyer of Israeli
agricultural technology from companies such as Netafim, the world leader in drip irrigation systems. **®

Chinese investors are interested in several of Israel’s largest arms exporters — Israel Aerospace
Industries, Rafael, and Elbit Systems. The first two are state-owned corporations, but all three have
“daughters” in the U.S. who also develop modern weapons.**®

Experts explain that one of the reasons for such a sharp increase in Chinese investment in Israel
was their reduction in the U.S. and the redirection of the flow of Chinese investment by tightening
regulation in the U.S., as well as lower ratings of Israeli companies compared to American ones.'?
However, it should be noted that Israel did not want to oppose the U.S. and strictly adhered to its
understanding of the mid-2000s with the U.S., according to which scientific and technical cooperation
with China includes only civilian know-how. But China's direct investment in Israel’s high-tech industry
is relatively small and sporadic. More than 90 % of China's direct investment in Israel at the end of 2018
was made by purchases of only three companies, of which only one is a high-tech company. The
remaining technology investments are limited to a few hundred million U.S. dollars per year. Other
Chinese investments in Israel are through VC funds, providing investors with very limited access to
know-how. Overall, by mid-2018 Chinese investments in Israel constituted just 4 % of Israel’s foreign
direct investments (FDI), compared to the U.S. with a share of 35 %. Considering the limited flow of
Chinese FDI to Israel (around US $ 100 million in 2018 out of the total US $ 21.8 billion), China is far
from gaining a foothold in Israel’s high-tech sector. Meanwhile, it is very difficult to determine the full
scope of Chinese FDI in Israel, since in many cases, investments were carried out through off-shore
Chines companies.*??

3. The Obstacles and Prospects for the Development of China-Israel Relations

Of course, relations between Israel and China are not without problems. The most vulnerable areas
are now at risk: Israeli spy technology and the defense sector.’®® A 2019 RAND corporation report states
that current and former Israeli parliamentarians have pointed out many problems that could arise with
Chinese investment, including the “risk of cyber espionage by the PRC and corruption crimes”, as well as
the possibility of gaining control of China over Israel’s basic infrastructure, especially important to the
national security of Israel.*** It is known that the Americans supported Israel on key issues of Jerusalem
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and sovereignty in Judea and Samaria and now demand that their younger ally curtail a significant part of
their cooperation with China.'®

Some representatives of the Western intelligence community called Israel’s decision to award a
Haifa tender to a Chinese company a serious threat to the security of the Jewish state.*”® This caused
serious criticism from the U.S. for security reasons, since the anchoring of U.S. Navy ships close to
Chinese targets makes them easy prey to China's intelligence activities.*?’ The civilian port in Haifa is
adjacent to the exit route from the neighboring naval base, which houses the Israeli submarine fleet
(which has the ability to deliver a second strike at launching nuclear missiles).*®® The scandal was also
caused by the fact that the Chinese company is developing an underground section of the Tel Aviv tram
metro station, which is only tens of meters from the General Staff building and the main military
intelligence directorate.'® Israeli Navy Brigadier General Shaul Horev notes that since Americans now
turn most of their attention to the South China Sea and the Persian Gulf, Israel should strengthen its status
as a strategic base for the Americans.**® According to several former senior Pentagon and navy personnel,
once China is in the picture, the Israeli navy will not be able to count to maintain close relations with the
Sixth Fleet.™ It is no coincidence that in December 2019, Zhai Jun, special envoy of the Chinese
government in the ME, who made a working trip to the region, condemned U.S. pressure on the Israeli
government to block Chinese investment.'3?

Among some analysts there is an opinion that although Beijing has spoken about its intentions to
have foreign bases, however, under the pretext of creating a trade route from the Indian Ocean through
the Suez Canal to Europe, it buys ports, for example, the port of Piraeus in Greece,® Italian port of
Trieste, and even acquired base in Djibouti.™**

The Israeli intelligence community also protests against the admission of one of the Chinese
companies to build a new desalination plant 15 km south of Tel Aviv, where the nuclear facility is
located. This can be undertaken by local companies IDE Technologies and Hutchison Water International
(a subsidiary of Hong Kong-based Hutchison Holdings), with Chinese participation. The problem is that
the desalination plant, which is supposed to produce about 200 million cubic meters of water per year,
was planned to be built in the area where the Israeli Air Force Palmahim is located, as well as the Nahal
Soreq nuclear center, which was built under a contract with the U.S. in 1955 and in the territory of which
the first nuclear reactor in Israel is located.*® This was the reason why the head of the security service of
the Israel Defense Forces (IDF) Nir Ben-Moshe sent a letter to the Israeli Ministry of Energy with an
objection to participation in the tender of Hutchison Water International.
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Investigations by Israeli counterintelligence experts have shown that links between Israeli
businesses and U.S. defense contractors are the subject of scrutiny by Chinese hackers. They consider it
likely that China perceives Israel as a window through which it can gain access to U.S. secret
programs.*®’

Anyway, in a difficult situation, Israel cannot afford to lose either its ally - the U.S., or China, its
largest economic partner with significant investment and infrastructure potential. However, maintaining a
delicate balance is becoming increasingly difficult, because on the one hand, construction has already
begun in the port of Haifa, and on the other hand, Washington is increasingly disagreeing with the
withdrawal of the Sixth Fleet from Haifa. In addition to the importance of global competition between the
U.S. and China, the problem of the regional influence of the expanded port of Haifa and the influence of a
complex network of relations in the ME, when more trade begins to flow into the region through the
Israeli port, which is expanded and served by the Chinese, is equally important.**®

4.Conclusion

As we know, Israel’s relations with China have not developed easily. Their official aspect has
long been hindered by the ideological confrontation between the two countries in the Cold War era, the
support that Beijing provided to the Palestine Liberation Organization and other Arab opponents of the
Jewish state. Only in the early 1990s, shortly after the establishment of full diplomatic relations between
the two countries (January, 1992), the existence of various cooperation schemes between Jerusalem and
Beijing in the previous period was first announced, and cooperation in the fields of economics, high
technology, agriculture and especially in the military industry began to develop rapidly. However, Israeli-
Chinese defense cooperation was practically frozen at the beginning of the new century under pressure
from the United States. And the military sphere, which initially was primarily of interest to Beijing in
relations with Israel, began to clearly give way to cooperation in civilian areas.

The complementarity of the two countries can be considered obvious: the status of the PRC as a
world power and a potential superpower, a permanent member of the UN Security Council, capable of
lobbying the interests of Israel, has prompted Tel Aviv to maintain closer ties with it, integrating China's
global influence with Israel's pragmatic economic governance, political stability and its strategic
importance as one of the regional pillar of China’s influence in vital ME region and the world. Israel for
China is a developed Middle Eastern state with enormous potential in the field of advanced scientific
technologies and the military-defense complex. For Israel, China is the most important market for startups
and military equipment, an investor in the development of infrastructure, where Israel has big problems.
Due to its geographical and political-economic features, Israel can claim to be the strategic partner of
China, and the creation of a free trade zone within the framework of the Chinese BRI can help double
trade and expand cooperation in the field of technology; increase the number and volume of investments
and the further development of economic relations between the two states.

And indeed, following President Xi’s BRI, Chinese investment in Israecl has expanded
significantly, covering most sectors of its economy. Chinese systemic and strategic investments through
state-owned or state-affiliated companies (mainly Chinese giants such as Ali Baba, Baidu, Huawei,
Lenovo and others) in Israeli technology and infrastructure are more or less aimed at technology and
financial companies and startups whose work can be redirected to increase security, privacy and dual-use
technologies with the obvious goal of creating integrated financial ecosystems that combine finance,
healthcare, social issues, banking, insurance, education, etc.
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However, the fact that China is actively involved in the Israeli economy and, according to some
resources, controls about 15 % of the Israeli economy, have been the subject of a geopolitical struggle and
a new front in the competition between the U.S. and China. Although Washington’s influence on the ME
has somewhat diminished, it remains the most prominent player in the region, hence the growing activity
of China in the region and the rather successful development of ties with Israel seriously worried the U.S.
and prompted it to pursue a containment policy. One of the political reasons for China's investment in
Israel is the breakdown of U.S.-China relations in information technology and cybersecurity. The
technological leap made with Israel’s help will turn China into a leader in e-commerce and digital
banking, replacing the U.S. as a leader in technology. In addition to reinforcing the rhetoric of the Trump
administration regarding China due to trade wars, the problem is that China will have a significant impact
on Israel’s critical infrastructure and will carefully examine some of Israel’s military capabilities. It is no
coincidence that many Israeli experts have criticized the privatization of Israeli ports, arguing that this
poses a significant threat to Israeli security.

However, the outbreak of the COVID-19 pandemic has put the world on the brink of a
comprehensive economic crisis, which cannot but affect China and its very active economic promotion of
the BRI in the ME. In this situation, even the most active proponents of economic cooperation with China
will need to compare opportunities with the risks identified during the current crisis. Some experts
consider, that the growing tensions between the U.S. and China, Israel should be expected to join
Washington and exercise great caution in its dealings with Chinese firms, especially when it comes to
strategic national infrastructure and sensitive technologies. Despite the fact that Israel must modernize its
transport infrastructure and improve trade relations with China, it must take into account the risks
associated with this. Israel needs to create a mechanism that will examine Chinese investments to ensure
that they do not put Israel’s security interests at risk. And if Tel Aviv fails to strike a balance between
national security needs and economic interests, Isracl could give up many of the BRI’s opportunities.

However, there is a group of experts who believe that if leveraged cautiously and with full
consideration of America’s interests in the region, Israel could become a small yet strategically critical
outpost on China’s BRI, and Israeli-Chinese economic partnership should be a model in how other
western successful states deal with China. Although Jerusalem has a deeper and stronger relationship with
Washington than Beijing, both capitals are vital to the economy and prosperity of Tel Aviv. Nevertheless,
when the financial benefits of economic and military-technical cooperation are on the map, the parties
prefer to remain within the framework of a pragmatic approach and turn a blind eye to some political
differences.
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Abstract: The article attempts to show the significance of the “String of Pearls” strategy - similarly to the
“Dual-Use Logistics Facilities” as a measure for the implementation of the Chinese initiative Maritime Silk Road,
aimed at creating sea strongholds or "Choke Points" with military or geopolitical influence along the Indian coast
ocean, as well as in the Persian Gulf and the Mediterranean Sea. The “String of Pearls” strategy is designed to build
infrastructure projects covering the Chinese Sea Lines of Communication and based on the need of China to
acquire foreign oil and trade routes, which are crucial for its development, as well as to strengthen its influence and
expand its presence on the sea routes through the use of investments, economic, political, diplomatic and military
means. Chinese expansion and its military presence grow steadily in order to protect its interests and ensure the
safety of Chinese multi-billion-dollar investments in infrastructure projects across the entire width of the Maritime
Silk Road. Thanks to strategic control over key points along the “String of Pearls” and new opportunities for
launching military operations of the People’s Liberation Army Navy, China can not only change the balance of
power at the regional level, but also have an impact that goes far beyond its traditional scope.

The author analyzes the reasons for advancing these strategies, characterizes the likely difficulties that
Beijing may encounter in their implementation process.
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Armomauuﬂ: B crartne NpeArpuHATa IMONbITKA IMOKAa3aTb 3HAYCHUC CTPATCIUU «)KCM"Iy)KHaﬂ HUTB» -
AHAJIOI'M4YHO «.HOTI/ICTI/ILICCKOMy KOMIUICKCY I[BOI>'IHOI‘O Ha3HA4YCHUA» B KayeCTBC MEPBI IJIA pealu3alun
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KUTalCKo¥ MHULHUATUBBI Mopckoi I1lenkoBblil MyTh, HAIIEJIEHHOI'O HA CO3JaHUE MOPCKHUX OIOPHBIX IIYHKTOB
WIN «TOYEK YAYIIbS» C BOCHHBIM HIIM T'EOMOJIMTUYCCKHM BIUSHUEM BJIOJIb MOOepexbs MHIuickoro
okeaHa, a takke B Ilepcuackom 3amuBe u CpeauszeMHoMm Mope. Crpaterust «KemuyxHONH HUTHY
MpeAHa3HadeHa Ajsl MOCTPOCHUST MHQPPACTPYKTYPHBIX MPOEKTOB, OXBATBHIBAIOMIMX KHTAHCKHE MOPCKHE JTHHHU
CBSI3U U OCHOBaHa Ha moTpeOHOCTH KuTas B mproOpeTeHur WHOCTPaHHBIX HE(TAHBIX U TOPTOBHIX MapIIPYyTOB,
HUMCIOIUX PCHIAIOIICC 3HAUYCHUC MJIA €ro Pa3sBUTHsA, 4 TAKIKC B YCUJICHHUU BJIWAHUA U paCIIUPCHUU MPUCYTCTBUA HA
MOPCKHUX MNYTAX 3a CYCT HCIIOJIb30BaAHUA HHBCCTHHHﬁ, OKOHOMHYCCKUX, ITOIUTHYCCKHX, AUINIOMAaTHYCCKHUX H
BOCGHHBIX CpeICTB. KuTalickasi 3KCTIaHCHSI M €r0 BOGHHOE MIPUCYTCTBHE HEYKIIOHHO PACTET C LIENbIO 3aIUThl CBOUX
HWHTEPECOB U 00ECIeueHUsT 0€30IacHOCTH KHUTaWCKUX MHOTOMUJUTMAPAHBIX WHBECTHIIMA B HH(PPACTPYKTYPHBIC
npoekThl 1o Bceid mmpuHe Mopckoro IllenkoBoro myrtu. Braromapsi crpareruueckoMy KOHTPOIIO Hal
KIIFOYEBbIMU TOYKaMH BJIOJIb <<}K6qu)KHOﬁ HUTHU» U HOBBIM BO3MOXHOCTAM JIA HadaJla BOCHHBIX onepaum‘/'l
Boenno-mopckoro ¢nora HaponHo-ocBobomurenbHoi apMun, Krutaili MOKeT He TONbKO W3MEHHUThH OaaHc CHII Ha
PEruoHaIbHOM YPOBHE, HO M OKa3aTh BJIMAHUC, BBIXOAANICC JAJICKO 3a paMKHU €ro TPAAUIIMOHHBIC BO3MOKHOCTHU.

ABTOp aHaIM3UPYyeT NMPUYUHBI BBIABIKEHHUS 3THX CTpaTeruil, XapakTepH3yeT BEpOSTHBIE TPYAHOCTH, C
KOTOpBIMHU [1eKWH MOXKET CTOJKHYTHCSI B IIPOIIECCE WX OCYILECTBIICHUSI.

Knrouesvie cnoga: Kuraiti, Onun mosic, oquH nyTs, Mopckoii IllenkoBbiii myTs, «KeMuyxHass HUTBHY,
«TOYKHU YAYUIbS), MOPCKHE JINHUU CBSI3H.

Chinese Maritime Silk Road of the 21™ Century
"All rivers flow into the sea; everything returns to its owner."

This old Chinese saying is the key to the Chinese strategy of the New Silk Road (NSR) or One Belt, One
Road (OBOR), with the official goal of creating a public good for all of humanity, the main beneficiary of which is,
above all, the creator [Anuxanos, 2017]. The strategy was officially renamed the Belt and Road Initiative (BRI or
Belt and Road (B&R)) in 2016 and was written into the constitution of the Chinese Communist Party, showing how
dedicated Beijing is to developing the project as a way to ensure China’s economic influence [EFSAS, 2019, P. 3].

BRI was launched by President of People’s Republic of China (PRC) Xi Jinping in 2013, which aims to connect
Asia and Europe via the Middle East (ME), Africa and Central Asia (CA) through a series of vast networks of
transcontinental railways, pipelines, ports, airports and other infrastructure projects [Molavi, 2018]. The idea of the
NSR is to create both the Economic Belt of the Silk Road (EBSR) - rail and roads running through CA and onto
Europe complemented by the Maritime Silk Road of the 21* Century (MSR) - ports and shipping lanes that will
connect Southeast Asian States and countries which border the wider Indian Ocean. Together, both sections make
up the BRI - an extensive global trade project that will potentially encompass a region of over 70 countries with a
total population of 4.4 billion people [ISDP, 2016, P. 1]. The funding pledged for this ambitious project is an
additional US $124 billion including assistance, grants, and loans to countries within the BRI. Various estimates for
the capital needs of the projects under the BRI range from US $ 2 trillion to US $ 8 trillion for an indefinite period
[Sharma, A., 2019, P. 2].

At the Chinese B&R forum in 2019, it was announced that Chinese companies had invested US $ 90
billion in B&R countries, which is a lot, but this is only a drop in the ocean. The Asian Infrastructure Investment
Bank (AlIB) and BRICS (Brazil, Russia, India, China and South Africa) New Development Bank have US $ 150
billion at their disposal, and the Silk Road Fund (SRF) for infrastructure — US $ 40 billion. Chinese companies can
gain access just under US $ 600 billion from the state-controlled financial sector [Sharma, M., 2019].

The idea of establishment the MSR was revealed during Chinese Premier Li Keqiang’s attendance at the
16™ ASEAN+China summit in Brunei (9-10 October, 2013) and Xi Jinping’s speech in the Indonesian parliament
(3 Octaber, 2013) [Szczudlik-Tatar, 2013, P. 3]. At the Indonesian legislature, Chinese President particularly
talked about the sea path of the Silk Road (SR) [Bai, 2013, P. 12] and called for establishing a MSR adapted to



the needs of the 21% century. Premier Li said that since ancient times, Southeast Asia has been an important
center of the ancient sea Silk Road, China will strengthen maritime cooperation with the countries of the
Association of Southeast Asian Nations (ASEAN), and use the China-ASEAN Maritime Cooperation Fund,
founded by Government of China, for the active development of maritime partnerships under the MSR [Ruan,
2014]. This coincides with Chinese Premier Li Keqiang’s pledge to upgrade the Gold Decade (2000-2010) of
China-ASEAN cooperation into a Diamond Decade [Zhou, 2014].

Relying mainly on ASEAN countries, the MSR should contribute to the development of the Regional
Comprehensive Economic Partnership (RCEP), and further strengthen China's commitment to supporting the
implementation of the Master Plan on ASEAN Connectivity [Rahardjo, 2015, P. 13]." As part of its comprehensive
transport strategy, China intends to solve the problems of financing the ASEAN railways with the help of the SRF,
creating transport corridors through Asia [Beauchamp-Mustafaga, 2015, P. 3].

MSR covers more than 20 countries, varying in size, development, history, religion, language and culture,
and passes through the regions that are sensitive to international strategy and has complex geopolitics [Li, C., 2014,
P. 9]. The main attention in the planning of MSR was paid to close cooperation in the field of finance and
economics, infrastructure projects (joint construction of roads and railways), expansion of cooperation in the field
of security, technology and science [Szczudlik-Tatar, 2013, P. 3].

MSR as a Tool to Support the Chinese “Great Maritime Wall”

The MSR will complement the EBSR by linking Chinese ports with other countries via maritime links,
focusing on the use of sea routes and Chinese coastal ports [BDO, 2015, P. 4]% to connect China with Europe via
the South China Sea,® the Straits of Malacca, Lombok, Sudan and along the north Indian Ocean to the Persian
Gulf, Red Sea and Gulf of Aden, encompassing South and Southeast Asia, particularly Sri Lanka. Thus, the MSR
will extend from Asia to the Near East, ME, East Africa, the Mediterranean and Europe, China’s largest export
market [Clemens, 2015, P. 6].

The two from six OBOR economic corridors are included to MSR:

e China-Indo-China Peninsula Economic Corridor (CICPEC); or China-Southeast Asia Corridors - (three
lines Kunming through Vietnam, Laos, Myanmar also connect through Nanning to Guangdong Province);

e Bangladesh-China-India-Myanmar Economic Corridor (BCIM-EC) - (rail construction, road construction,
industrial parks) [Harutyunyan, 2017b, P. 76-86].*

e The Maritime Silk Road will begin:

e From Quanzhou in Fujian province and also hit other southern Chinese ports - Guangzhou (Guangdong
province), Beihai (Guangxi) and Haikou (Hainan) before heading south to the Malacca Strait;

e From Kuala Lumpur (Malaysia) the MSR heads to Kolkata (India) then crosses the rest of the Indian
Ocean to Nairobi (Kenya);

e From Nairobi goes north around the Horn of Africa and moves through the Red Sea into the
Mediterranean, with a stop in Athens (Greece) before meeting the land-based EBSR in Venice (Italy)
[Brugier, 2014, P. 1-2; Tiezzi, 2014].

MSR targets key littoral states along major Indian Ocean trade arteries for the construction of two mega-
projects - the land-based CPEC® and the sea-based BCIM-EC, which, with large investments from China, can
fundamentally change the political and economic landscape of the Indian Ocean Region (IOR) [Zhou, 2014], one of
the most strategically significant in a world which has become a friction point for tension between the United States
(U.S.), China and India, and where China and India are fighting for superiority over sea lines. Such tension
intensifies as each state takes measures to counter the others and project dominance within the region
[Abeyagoonasekera, 2019, P. 48].



MSR will allow China to enter the Pacific Ocean, "control the South China Sea in the south™ and enter the
Indian Ocean from the South China Seas through the Strait of Malacca, breaking through the U.S. environment
[Beauchamp-Mustafaga, 2015, P. 3]. Thus, putting the South China Sea in its sphere of influence may lead to
China’s transition from geopolitical vulnerability to a strong position, effectively supporting the “Great Maritime
Wall”, and providing China with unhindered access to the Indian and Pacific Oceans [Bouvin, 2019].

The “Choke Points” of the Indian Ocean as the Most
Strategically Significant in the World

In 21* century the Indian Ocean will have more significance; its waters cover an approximated 73.5 million
square km, combining half the world’s latitudes and seven of its zones, along with 48 independent seashores and
island countries including of 2.6 billion people which is world’s 39% of population [Khan, Khalid, 2018, P. 247-
248].

Unlike the Atlantic and Pacific oceans, the Indian Ocean is a closed one, bordering four continents, which
makes its access very limited. Its many straits, called “Choke Points”,° some of the famous of them around the
world are:

e The Malaccan strait in the Indian Ocean;

e The Gulf of Hormuz in the Middle East;

e The Suez Canal linking the Mediterranean and the Red Sea;

e The Panama Canal linking the Atlantic with the Pacific Ocean;

e The Strait of Bosporus (Turkish Strait) linking the Mediterranean Sea to the Black Sea;

e The three Danish Straits linking the Baltic Sea with the North Sea;

e The Strait of Bab al-Mandeb forming a gateway for vessels to pass through the Suez Canal, through the east
coast of Africa [Marine Insight, 2019].

These narrow straits regulate incoming and outgoing traffic and have historically been used to restrict
access to trade routes during the war. The Indian Ocean multiple straits are its main access points:
e the Strait of Bab al-Mandab’ connecting the Red Sea to the Gulf of Aden:
e the Strait of Hormuz® connecting the Persian Gulf to the Gulf of Oman:
e the Strait of Malacca® between Malaysia and Indonesia:
e the Sunda Strait and Lombok Strait in Indonesia [EFSAS, 2019, P. 2].

More than 80% of the world’s maritime trade oil passes through Indian Ocean “Choke Points”, in which:
o 40% oil passes through Strait of Hormuz;
o 35% passes through Strait of Malacca;
o 8% passes through the Bab al-Mandab Strait.

A significant part of exported goods produced in the PRC goes to the world market through the Indian Ocean to the Strait of
Malacca [Jash, 2018, P. 73]. Through the Suez Canal 14% of world merchandise trade and 60% of Chinese exports
to Europe pass; and half of the imported Chinese oil source with expectations that it will double by 2035. Through
the Bab al-Mandab Strait passes most of China’s daily exports to Europe cost US $ 1 billion [Matar, 2018] Some
30% of China’s sea trade worth more than US $ 300 billion presently moves across Indian Ocean [Khurana, 2008,
P. 2-3]. China imports 80% of its oil (through the Strait of Malacca) and India imports 65% of its oil through Indian
Ocean from ME and North Africa (MENA) [Khan, Khalid, 2018, P. 248]. According to U.S. Energy Information
Administration (EIA), more than 17 billion barrels of oil passed out through the Hormuz Strait per day. More than
85% of the crude oil passing through the Strait of Hormuz - the geographical “Choke Point” and the main artery
for transporting oil from the MENA - goes to Asian markets, especially to two rapidly growing economies and



largest oil importers - China and India, and also in South Korea and Japan, whose fuel dependence is growing and
highly dependent on MENA oil [Roudgar, 2017, P. 74].

By the end of 2013, China had become the largest trader and largest importer of oil in the world. And since
China becomes more and more dependent on oceans for international trade, fuel supply and cargo shipment, the
ME remains the most important source of energy, security in the Indian Ocean and, therefore, Sea Lines of
Communication security from Bab el Mandeb, Hormuz to the Strait of Malacca are vital for China [Zhou, 2014].

The Indian Ocean also plays an important role for China in its space exploration program. The vessel for
tracking and controlling spacecraft and satellites "Yuan Wang" is based west of Australia; and in the port of
Karachi there is a Chinese ground station that performs this kind of function. Under the auspices of the PRC, the
Asia-Pacific Space Organization has been created, which includes Iran, Bangladesh, Pakistan and other countries
[JTeOenera, 2011].

Sea Lane Safe Communications as a Key to Sustainable
Development of the Maritime Silk Road

The Indian Ocean also has an impressive number of shipping lines, also known as Sea Lines of
Communication (SLOCs) - sea passages between ports. Given that over 90% of world trade is shipping, these
SLOCs have great geopolitical value, since the country that controls them can either open or restrict their access.
As some of the fastest growing economies are located in Asia, the number of SLOCs in the Indian Ocean is
expected to grow over the next few decades. The 13 busiest ports in the world are in Asia, and as production grows,
the need for safe transit routes in the Indian Ocean is growing more than ever [EFSAS, 2019, P. 2].

The Indian Ocean as well is home to China’s important SLOCSs, thus raising the stakes for China to
maintain security and stability in the IOR to avoid any instances of being choked [Jash, 2018, P. 73]. In this sense,
China’s strategic and defensive goals for the MSR project are the securing seaports as “outposts”, naval support,
route development, supply lines, political and economic ties [Kuo, 2017], as well as definition of the broader
geopolitics, maritime order and balance of power in the Asia, ME, Africa and IOR [Chellaney, 2015a].*

The most critical interest is China’s energy “life line”, passing through the IOR and, to a large extent,
constituting its “strategic vulnerability” from the ban on the part of the U.S. or India. This makes the defense of its
SLOC one of the most important functions of the Chinese People's Liberation Army (PLA)’s Navy (PLAN)
missions in the IOR and reinforces the need for China's continued presence on the naval forces in the IOR
[Khurana, 2018a, P. 201]. The PLANs modernization has been merged with the B&R, so that the goals of the two
projects can mutually benefit one another [Payette, Sun, 2017,P. 4].

Modern Chinese maritime policy is based on the "Agenda of China on the Seas and Oceans for the 21
Century" (1996) and the "White Paper on the Development of the Marine Economy in China" (1998), which put
forward a strategy for the continued development of the country's marine economy and set the following goals:

1. effective protection of the marine rights and interests of the state;
rational development and use of marine resources;
effective protection of the marine environment;
the development of science, technology and education in the field of oceanology;
integrated marine management;
ensuring the peaceful use, development and protection of the seas and oceans and the resolution of all
maritime disputes on an equitable basis [JIu, 2011, C. 162-163].

AR

It is no coincidence, that President Xi Jinping’s vision of the MSR reinforced the PLA’s naval imperative,
which adheres to the principle of “flag follows trade”. The 2014 Chinese White Paper on Defense — the first
official formulation of China’s military doctrine or strategy, published May 26, 2015 — for the first time explicitly
pointed to the PLAN’s task of “open seas protection”. This indicated a shift from the PLA Navy’s doctrine of



‘offshore defense’ to that of ‘offshore defense-cum-open seas protection’ for securing China’s distant interests
[Khurana, 2018a, P. 201]. The White Paper says: "... (World) Ocean is the guarantor of China's peaceful existence
and sustainable development. The traditional mentality proclaiming the dogma of land over the (World) Ocean
should be discarded ... Great importance should be attached to the presence in the (World) Ocean in order to protect
communications and the foreign presence of China" [Amuxanos, 2017]. That means, developing the ocean fleet,
and also solving the problem of the lack of logistics infrastructure, that is, creating a base for the Chinese fleet in
the Indian Ocean. White Paper emphasizes that China’s national interests change as China grows — these are now
various global factors, such as the threat of international terrorism, global epidemics, or the problem of maritime
piracy [KyBanmun, 2015].

Thus, the Chinese military doctrine of MSR illustrates the shift in China's emphasis from continental to
maritime strategy, that is, a shift from long-standing attention to the Atlantic and Pacific Oceans to the Indian
Ocean, which has become the world's largest and strategically important maritime corridor for the global economy
and security. China’s ambitions towards the status of a great power can be achieved by strengthening the dominant role and gaining
freedlom of navigation in the most important waters of the Indian Ocean, which is catalyzed by the Chinese Dream [Jash, 2018, P. 73].
The goal of the Chinese Dream or Great Dream is the revival and rejuvenation of the Chinese nation [Qiu, 2014, P.
108; Harutyunyan, 2018, P. 28-43], which Beijing formulates as "universal harmony in the world" [Hu, 2013, P.
126]. To realize this dream, China needs a peaceful and stable international and peripheral environment, and will
realize its dream through persistent endeavors for peaceful development [Yang, 2014, P. 9].

In this context, Beijing’s MSR strategy is of great interest, which focuses on creating Chinese strongholds
or “naval posts” with military or geopolitical influence along the Indian Ocean littoral, in the Persian Gulf and the
Mediterranean Sea, called a “String of Pearls” - similar to the “Dual Use Logistics Facility” [Lin, 2011, P. 10].

Chinese Strategy of Maritime “String of Pearls”

Beijing has begun work on projects for the “Dual Use Logistics Facility”, which should make up the
"String of Pearls”, at the end of the 20" century and continues to this day. The “Dual Use Logistics Facility” is
characterized by its light footprint, its emphasis on providing logistics support to overseas non-traditional security
missions, and its dual commercial and military nature. The “String of Pearls” model is similar to the “Dual Use
Logistics Facility” except that it would include secret access agreements and covert development of commercial
facilities to support later military use, with the ultimate objective of being able to support major combat operations
against India and to dominate the IOR [Yung, 2015].

According to Christina Lin, several elements are needed to carry out “String of Pearls” strategy:

e Gaining access to airfields and ports through the construction of new facilities (sometimes with significant
subsidies for construction, given that they will be provided if necessary) or the establishment of cordial
relations with countries that already have key facilities.

e Expanding diplomatic relations, so that airspace and shipping lanes remain free and are often accompanied by
mutually beneficial trade and export agreements. Since securing a “String of Pearls” depends on linking a
number of dissimilar places, it is important to ensure that each pearl is safe from any potential threats from
neighboring states.

e Modernization of the armed forces for an effective movement to maintain individual pearls, if necessary, as
well as in preparation for appropriate actions and exercises [Lin, 2011, P. 10].

The theory for the Chinese “String of Pearls” is related to Beijing’s need for geostrategic security of the
“Choke Points” and maritime [oil and trade] routes critical to its development] [Bozhev, 2019]. The “String of
Pearls” strategy is designed to build infrastructure projects covering the Chinese SLOCs [Kysanaun, 2015], and
based on China’s need to establish an increased level of influence and advanced presence on the sea routes through
the use of investment, port development, economic, political, diplomatic and military means [Devonshire-Ellis,



2009]. Dai Xu, a former PLA Air Force colonel, argued in 2009 that to effectively fulfill its international
responsibilities and build a good image, China “needs sufficient power to protect world peace”. Fulfilling this
obligation requires a special supply facility for the provision of support” [Yung, Rustici, Devary, Lin, 2014, P. 14].

Worth to note, that China has never officially used the term “String of Pearls” strategy in relation to the
Chinese network of marine facilities in the Pacific and Indian Oceans [Kysanaun, 2015]. The term was coined in
2005, when the U.S. consultancy Booz Allen Hamilton (BAH) published the “Energy Futures in Asia: Final
Report”, predicting that China would try to expand its naval presence throughout the IOR by building maritime
civilian infrastructure in friendly states in the region, a strategy dubbed the “String of Pearls” [Baker, 2015]. The
authors argued that if China needed to protect its flow of energy through the Indian Ocean, it could build on its
existing commercial and security relationships to establish a string of military facilities in South Asia. The analysis
in the BAH study has come to be accepted in some Indian and U.S. policy circles as a description of China’s actual
strategy for its out of area activities. At the time, China had contributed to construction of naval bases in Burma,
funded construction of a new port in Gwadar, Pakistan, and invested in commercial port facilities in Sri Lanka and
Bangladesh [Yung, Rustici, Devary, Lin, 2014, P. 14].

Moreover, China’s economic assistance in the aforementioned countries (and Greece), together with
investments in overland pipelines, roads and railways through the Caspian region (EBSR), is part of the “String of
Pearls” military strategy to ensure a free flow of energy and naval-access outposts along the great trade arteries in
the event of a Taiwan conflict and resultant U.S. naval blockade [Lin, 2011, P. 10].

In essence, the “String of Pearls” strategy is aimed at achieving the goal of obtaining direct access to China
in the Indian Ocean through the Bay of Bengal, bypassing the Strait of Malacca, which became doubly relevant in
connection with the adoption in 2000 of the program for the accelerated development of the southwestern provinces
of China - Yunnan, Sichuan etc. The construction of a network of roads and pipelines in these provinces and deep
into China from ports in the Indian Ocean, for example, in Myanmar, accelerates and cheapens the delivery of
goods and energy resources [JIebenesa, 2011].

It is also worth remembering that the “String of Pearls
(across the Kra isthmus in Southern Thailand) which would allow Chinese vessels to enter the Indian Ocean
from the South China Sea [Devonshire-Ellis, 2009], bypassing the Strait of Malacca and Singapore located on its
shores. Then the Thai authorities were not ready to delegate national sovereignty to the Chinese, explaining their
refusal by the quirks of local legislation that prohibits foreigners from registering land as property [IlaTtypsH,
2016]."

Currently China’s investment is spreading from Hainan Island in the South China Sea through the coastal
areas of the Strait of Malacca, including port facilities at Malacca (Malaysia), a container port in Chittagong
(Bangladesh); Coco, Hianggyi, Sittwe or Kyaukphyu (Myanmar), port of Chauphyu on Ramree Island in the Bay of
Bengal (Myanmar), Mergui and Zadetkyi Kyun (Myanmar); Laem Chabang (Thailand) and Sihanoukville
(Cambodia). They stretch across the Indian Ocean, Colombo and Hambantota (Sri Lanka), Male (Maldives), the port of
Gwadar and Pasni (Pakistan), port of Djibouti (Djibouti), Victoria (Seychelles) and the islands within the Arabian
Sea and the Persian Gulf [Xpamuuxun, 2017; Devonshire-Ellis, 2009]. China has invested as well in ports of
Greece, the Netherlands, Singapore, Kenya, Togo [Takes, 2016, P. 7].

Beijing insists that all these investments were economically motivated and part of the MSR [Kleven,
2015]. By 2017, about US $ 46.6 billion of investments were announced or completed in China, including 40 port
projects, the largest of which are:
» Tanzania (Bagamoyo — US $10 billion);
Sri Lanka (Colombo and Habamtota - US $ 3 billion);
Burma [Myanmar] (Sittwe port in Maday Island - US $ 2.5 billion);
Australia (Darwin, Newcastle, and Melbourne -US $ 2.2 billion);
Israel (Ashdod and Haifa - US $ 2.9 billion) [Kuo, 2017].

»» strategy was developed in part due to the lack of progress on the Kra-Canal

project
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Level of ownership and volume of investments in the port vary. Taken together, Chinese port operators
China Merchants Port Holdings, China Ocean Shipping (Group) Company (COSCO Group) and China Shipping
Terminal Development, all mainland companies, easily compete with the two largest container flow companies in
the world - PSA International of Singapore and Hutchison Ports Holdings from Hong Kong [Kuo, 2017].

The “String of Pearls” Strategy as a Military Initiative

In fact, the “String of Pearls” concept is often viewed a military initiative, with the aim of providing
China’s navy access to a series of ports stretching from the South China Sea to the Arabian Sea and oil-rich ME
[Harutyunyan, 2017a, P. 95-102]. It begins at the Yulin Naval Base on the territory of the PRC itself, on Hainan
Island - the largest naval base in Asia, capable of receiving and servicing ships of all classes. In the underground
shelter of the Naval Base there can be up to 20 submarines, including a nuclear submarine-launched ballistic
missiles (SLBMs) and a nuclear submarine. Although in the Pacific Ocean, outside the territorial waters of the
China, there were no PLA naval bases, but there were two auxiliary facilities - a satellite weather station on the
island of Karakira (Solomon Islands) and a post of equipment for monitoring the surface situation on the island of
Tuamotu (French Polynesia). The latter is interesting because the PRC intelligence object is, in fact, located on the
territory of the North Atlantic Treaty Organization (NATO) member country. In addition, the PLA Navy can be
used to refuel Port Moresby (Papua New Guinea) [Xpamunxus, 2017].

Actually, China was adopting a “Dual-Use Logistics Facility” approach, involving ports that would
ostensibly serve both commercial and logistics purposes rather than full-scale military operations [Dorsey, 2019,
P. 210].

Here are some of the dual-use Chinese logistics facilities:
¢ Hong Kong (China): strong central base;

e Sanya (China): submarine base;

e Paracel Islands: base area for resupply; an upgraded airstrip on Woody Island, located in the Paracel
archipelago about 300 nautical miles east of Vietham;

e Spratly Islands: submarine locations and resupply;

¢ Sihanoukville (Cambodia): naval access base;

e Isthmus of Kra (southern Thailand): strategic protected corridor for access from South China Sea to Gulf of
Thailand to Arabian Sea and Indian Ocean;

e Smith Island (Myanmar): naval base with electronic intelligence;

e Sittwe (Myanmar): Strategic location as resupply point, a deep-water port under construction;

e Chittagong (Bangladesh): amphibious naval installation, a container shipping facility;

¢ Hambantota (Sri Lanka): military base utilized for protection;

¢ Marao (Maldives): military base utilized for protection and marine expeditions;

¢ Gwadar (Pakistan): strategic, protected location for China as a naval base and intelligence installation;

e Port Sudan (Sudan): strategic location for resupply and resources, upgraded facilities which provide vital
access to the Suez Canal and the Horn of Africa;

e Al- Ahdab (Iraq): oil and petroleum location, troop support location;

e Lamu (Kenya): strategic port location for African resources [Sterioti, 2017, P. 3-4];

e Hainan Island (China): upgraded military facilities;

e The South China Sea: oil-drilling platforms and ocean survey ships;

e Great Coco Island (Myanmar) near the Strait of Malacca: intelligence-gathering facilities;

e Irrawaddy transportation corridor: it would link China’s Yunnan province to the Bay of Bengal through
Burma;



e The Iran-Pakistan-India (IPI) pipeline: a potential extension of the IPI through Islamabad and over the
Karakoram Highway to Kashgar in Xinjiang province, intended to transport fuel into China [Lin, 2011, P. 11].

In fact, the Indian Ocean is considered the main region for preparing the PLA navy and provides the
conditions for navigation and operation in the deep-sea region, which gives the PLAN an excellent opportunity to
practice the escort and defense of the Chinese commercial fleet [Payette, Sun, 2017, P. 5]. A recent announcement by
the Chinese government about the reduction of the PLA with the calculation of an increase in the size of the Marine
Corps from 20,000 to 1,000,000 indicates a tectonic shift in its focus from protecting the periphery of China to
protecting the naval forces. Some of these buildings will be located at facilities operating in China, in Djibouti and
Gwadar [Tsering, 2018, P. 70]. China’s military exchanges between Thailand, Myanmar, Cambodia, Pakistan, the
Maldives, Sudan, the Seychelles, Saudi Arabia, and others, have laid a foundation for further military cooperation
in the western Indian Ocean and the Persian Gulf [Degang, 2015].

However, it would take the PLA Navy many years to bring into operation a full-fledged Carrier Task
Force, and possibly decades to make it effective enough to achieve sea-control against advanced navies.
Meanwhile, this process can deliver an indelible blow to China’s goal of promoting a “soft” and “constructive”
image in the Indo-Pacific region (IPR), including through its MSR [Khurana, 2018b, P. 177]. It is nothing more
than an attempt to restructure the strategy of the “String of Pearls” in harmless soft terms [Chellaney, 2015b].

For comparison, on the MSR, special attention is paid to infrastructure programs that will stimulate
economic growth and development along their path and link the component of the “road” with the component of
the land-based “belt”. To achieve this, the roadmap requires coordination of policies, expansion of ties in transport
(both water- and land-based) and energy infrastructure, as well as the removal of trade barriers. Commonalities
between “String of Pearls” theory and the MSR include:

» Deepening relationships with target countries;

» Focusing on strategic waterways in the Indo-Pacific;

» Developing infrastructure in target areas;

» Sustaining and encouraging economic growth;

» Safeguarding and enhancing China’s energy security [Drun, 2017].

China’s defense guidance tasks the PLA with playing a more prominent role in Beijing’s new military
diplomacy and national security strategy, a further shift away from “keeping a low profile.” The PLA Navy’s
participation in international counterpiracy patrols in the Gulfs of Aden and Guinea, China’s first naval
deployment outside Asia, is one example of the PLA’s recalibrated engagement [Nantulya, 2019]. In the eyes of
foreign observers, the most striking illustration of China's global ambitions was the sending of Chinese ships to
the shores of Somalia to fight pirates in 2008 - the first in 500 years China’s participation in a naval campaign
outside its territorial waters [JIu, 2011, C. 163]. Between December 2008 and August 2018, China sent 30 naval
escort task forces to Somalia in the international anti-piracy effort in the Gulf of Aden. More recently, Beijing also
conducted mass evacuations of Chinese and foreign nationals from Libya and Yemen [Gaoyuem, Charm, 2019, P.
5-6].

May assume that a naval presence in Africa will give China greater latitude to support its peacekeeping
troops, humanitarian interests, and hard security operations. Together, these deployments form part of a diverse
set of deployments that the PLA calls “new historical missions” [Nantulya, 2019].

Does the “String of Pearls” Strategy Contradict the
Chinese Principle of Non-Interference Policy?

There has been much discussion in the expert community about the possible links between “String of
Pearls” theory and MSR, and their contradictory role to the Chinese principle of non-interference policy. Many



experts are sure that having developed the “String of Pearls” policy and established bases in ports, it will be
difficult for Beijing to adhere to the principle of protecting non-alignment and non-interference and refuse to
pursue a policy of building military bases abroad.

Some analysts believe that “String of Pearls” is not a coordinated strategy on the part of China, and there is
no substantial evidence in Chinese sources or elsewhere to support the allegations of commentators, scholars, and
officials who use it as a basis for explaining Beijing’s intentions in the Indian Ocean [Naval War College Press,
2011, P. 61]. According to Zhou Bo, Honorary Fellow, PLA Academy of Military Science, the only thing that can
be justified in the “String of Pearls” theory is that it emphasizes the growing importance of the Indian Ocean for
China's ever-expanding national interests [Drun, 2017].

China’s stated non-interference policy is an important element of its national security policy, and the
absence of Chinese military bases abroad is often cited as an example of Beijing’s commitment to non-interference
and non-alignment [Naval War College Press, 2011, P. 61], which in turn was seen as a pragmatic step towards
securing and maintaining access to vital resources in most developing countries, and played an important role in
enhancing “South-South” solidarity in these countries [Aidoo, Hess, 2015, P. 111]. “South-South cooperation,”
“non-interference,” and “non-conditionality” were at the forefront and at the center of China's approach, presented
as “one of humanitarian and development aid plus influence without interference, in contrast to the West’s coercive
approach of sanctions plus military intervention” [Campbell, Wheeler, Attree, Butler, Mariani, 2012, P. 8-9].

However, China’s long-standing commitment to non-intervention does not mean that the foreign policy
community in China has always reached consensus on its validity and relevance. If a few years ago, almost no
Chinese scientist challenged the principle of non-interference, infringement on the sovereignty of other nations, in
recent years more and more have been arguing about this issue. One important factor contributing to the current
domestic criticism of China’s strict commitment to non-intervention is regulatory change in the international
system [Duchétel, Briauner, Hang, 2014, P. 6]. The current debate in China is resolving around the establishment of
what are commonly referred to in the U.S. military as “places”, as opposed to bases. This type of strategy involves
securing with friendly governments diplomatic agreements allowing access to those nations’ facilities in order to
obtain essential supplies, such as fuel, food, and freshwater, for deployed forces. Such agreements can also involve
reciprocal guarantees of military support in such areas as training, equipment and education [Naval War College
Press, 2011, P. 61].
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has been perceived as a pragmatic step towards securing and sustain-
ing access to vital resources in most of the developing world.

However, it should be noted that China’s first overseas base in Djibouti, opened in mid-2017, like one pearl
in a string, adds the first explicit military component to its MSR, despite the fact that official statements emphasize
the purpose of the base: providing support for military operations other than war (MOOTW) [Drun, 2017]. The
official goal was to open a logistics support base to become the center of peacekeeping and other strategic policies
in Africa and the Indian Ocean region [Lanteigne, 2018, P. 4]. But actually, in addition to providing a demanded
supply point for the PLA Navy, the base will be crucial to expand China's intelligence gathering capabilities in the
area and provide the PLA Air Force with the long-awaited opportunity to reach world level [Ghiselli, 2016, P. 7].

From here it should be concluded that the Chinese principle of a policy of non-interference, the rejection of
a foreign military presence and ensuring the development of mutually beneficial economic and trade relations as
the main task no longer corresponds to the need to ensure China's security and vital interests. Therefore, it is
possible that in the foreseeable future, China will increasingly have to become a regional player in competitive
cooperation with the U.S. and India [Dorsey, 2017, P. 1].

Chinese Naval Activities in the Indian Ocean
as a Security Dilemma in the Region

It follows from the foregoing that the establishment of places to support extended Chinese naval activities
in the Indian Ocean creates a security dilemma in the region, particularly for U.S. and India. The emergence of
tensions regarding the regional order was facilitated by the modernization of the armed forces and the increase in
military spending in China, which led to naval expansionism and the construction of artificial islands - not
prohibited by international law - and military bases on the islands; also, accelerating the regional arms race in
Southeast Asia [Roudgar, 2017, P. 74]. As a result of the implementation of the first stage of the long-term
modernization plan, the Chinese navy acquired the ability to "project power" over the entire Yellow Sea, East
China and South China Seas within the Philippine Islands and the Ryukyu Islands archipelago [Turtapenxo, 2008,
C. 441].

The U.S. and India are concerned that part of the construction of artificial islands includes the
modernization of runways, largely supported by military facilities such as the site on Woody Island, near Vietnam.
This means shifting the balance of power in the Indian and Arabian Gulf from traditional Indian government,
backed by U.S. military power, to China, backed by regional diplomatic ties. Now the U.S. and India are more
concerned about whether this strategy is intended solely for supply of building materials and trade routes, or
whether China will subsequently use them to ensure regional superiority [ Devonshire-Ellis, 2009].

Since the IPR is a freedom of action for the U.S. Navy and Air Force in accordance with the principle of
“freedom of navigation”, Beijing’s attempts to establish sovereignty over the South China Sea, as well as its
territorial disputes in the region, are seen by U.S. as an encroachment on the principle “Freedom and openness”,
and as ‘“undermining the sovereignty of neighboring countries” for turning them into “satellites” of Beijing
[Mopo3os, 2018, C. 111]. In this regard, it is not surprising that in 2017 the Trump administration introduced a new
strategy in Afghanistan: withdrew the U.S. from the Trans-Pacific Partnership (TPP); put an end to the Trans-
Atlantic Partnership (TAP) and pursue the Indo-Pacific Strategy (IPS) in the region [Mopo3sog, 2018, C. 108].

The challenge from the PRC in the struggle for control of the sea spaces to many American experts seems
to be perhaps the main threat to American leadership and the existence of the entire international order. They
believe that in addition to turning the South China Sea into an inland sea, it will also deprive the U.S. Navy of the
ability to act globally to maintain a secure environment and the supremacy at sea that is necessary to maintain the
Bretton Woods system [ITonomapes, 2016, P. 111].

However, many experts are sure that China did not pose a serious challenge to U.S. naval superiority, and
the U.S. Navy continues to maintain a dominant position in the Western Pacific and around the world [Li, F.,



2014]." The growing anxiety surrounding China’s military spending must be properly contextualized, particularly
given the continued dominance of the U.S. military. China’s potential nuclear threat, while growing, is still
comparatively small and vulnerable when viewed alongside that of the U.S. China’s nuclear stockpile is currently
between a tenth and a hundredth the size of the U.S. arsenal [Renic, 2012; Harutyunyan, 2017b, p. 14].

As for India, despite the fact that MSR covers ports in countries around India, such as Sri Lanka, the
Maldives and Pakistan, but not in India itself, New Delhi believes that China is invading India's waterways. China's
investment in CPEC, which cuts through the disputed areas of Kashmir, and also underlines China's strong
connection with Pakistan, is another problem for India [Lain, Pantucci, 2015, P. 2]. Consequently, India views the
MSR as a threat or form of competition and the “String of Pearls” - as a challenge to the existing balance of power
in the Indian Ocean [Chellaney, 2015a], a threat to Indian security in the IOR, as well as a tool to strategically
encircle India. The OBOR is described as “the double road of China to superpower status” to implement global
hegemony that would threaten India’s dominant position in South Asia and the Indian Ocean and put China in
dominant position in Asia-Africa-Europe [Gan, 2015, P. 68-69].

Some experts believe that since America’s influence in these regions is weakening, and the peaceful region
no longer necessarily requires a U.S. military presence, China’s strategy may be conservatively supported by other
countries in Southeast Asia, with the possible exception of India. Pro-American countries such as Japan, South
Korea, Australia, and the Philippines can take advantage of improving and developing ties with China, while
countries such as Pakistan, North Korea, Myanmar, and Cambodia are already strong allies of Beijing [Devonshire-
Ellis, 2009].

However, more likely that countries in the Indian Ocean may be reluctant to support the Chinese military
presence and be interested in maintaining balanced relations with the U.S. and India while developing ties with
China.

CONCLUSION

At the end of our study, we conclude that while the Chinese legacy denies the concept of creating a
superpower based on naval power to maximize its global dominance, like the British and Americans, Chinese
expansion and its naval presence will grow steadily, which according to R. Alikhanov [2017] puts the “String of
Pearls” strategy in the forefront, combining key strongholds like Guo stones. Here it is appropriate to draw a
parallel, drawn by Henry Kissinger in his book “On China”, between the Guo game and the strategy implemented
in PRC practice: “While the Western tradition highly values the decisive battle and glorifies acts of heroism, the
Chinese ideal [strategy] emphasizes the subtlety, sophistication and patient accumulation of benefits”. If other
world or regional players, as is customary in chess, strive for absolute superiority or complete defeat of the enemy,
then Beijing, as in the game of Guo, tends to achieve relative superiority by avoiding strategic emptiness and filling
it, in this case, by implementing its “String of Pearls” strategy and MSR initiative.

However, despite the fact that the partial success of the “String of Pears” strategy can become the most
important condition for the emergence of the Chinese fleet in the Indo-Pacific region on an ongoing basis, for its
practical implementation there are a number of geopolitical, geostrategic and geo-economics problems that China
has to solve. And in order to reduce resistance to its rise as a sea power, Beijing needs not only to pay special
attention to the realization of its maritime interests and, to this end, to increase its sea power, but also to strengthen
political and economic cooperation in the Indian Ocean and the Asia-Pacific region with Japan, the U.S., India and
countries of the ASEAN, the MENA. China should not follow the traditional naval force strategy to strengthen the
fleet, because the globalization of the world economy has tied the interests of different states in such a tight knot
that if any of them wants to ensure the safety of their vital marine communications, then this can only be achieved
through cooperation, and not traditional force struggle at sea with rivals.

NOTES



10.

11.

12.

The Master Plan on ASEAN Connectivity is envisaged to connect ASEAN through enhanced physical
infrastructure development (physical connectivity), effective institutional arrangements (institutional connectivity)
and empowered people (people-to-people connectivity).

The EBSR focuses on connecting China to Europe through Central Asia and Russia, the Persian Gulf through Central
Asia and South East Asia, South Asia and the Indian Ocean.

Control over the South China Sea is one of the milestones in the Chinese strategy for dominance. The sea itself is one
of the busiest commercial routes and the shortest possible way connecting the West Pacific/East Asia with the Indian
Ocean, Africa, and Europe. It also provides direct access to nine of the ten largest commercial ports in the world.
Seven of them are Chinese, including Hong Kong and the other two are Busan in South Korea and Taiwan.

Four of the NSR’s six economic corridors are included in the EBSR: China-Mongolia-Russia Economic Corridor
(CMREC), China-Pakistan Economic Corridor (CPEC), New Eurasian Land Bridge (NELB), China-Central and West
Asia Economic Corridor (CCWAEC).

One of the six NSR economic corridors included in the EBSR is the China-Pakistan Economic Corridor (CPEC), that
will extend the Karakoram Highway; it already crosses the mountains between China and Pakistan and build highway
and rail links all the way through Pakistan to the port of Gwadar.

A “Choke Points” refers to a point of natural congestion along two wider and important navigable passages. Maritime
“Choke Points” are naturally narrow channels of shipping having high traffic because of their strategic locations.
Maritime “Choke Points”, or oil “Choke Points”, are congestive pathways in some of the world’s famous shipping
routes. There are many such “Choke Points” around the world, however, a few of them are extremely famous for
ships and thus face high international security conflicts and cross-border terrorism threats.

The Strait of Bab-el-Mandeb is located between Yemen on the Arabian Peninsula, and Djibouti and Eritrea in the
Horn of Africa. The Bab-el-Mandeb acts as a strategic link between the Indian Ocean and the Mediterranean Sea via
the Red Sea and the Suez Canal.

The Strait of Hormuz is a strait between the Persian Gulf and the Gulf of Oman. It provides the only sea passage from
the Persian Gulf to the open ocean and is one of the world's most strategically important “Choke Points”. On the north
coast lies Iran, and on the south coast the United Arab Emirates and Musandam, an exclave of Oman. A third of the
world’s liquefied natural gas and almost 20-25% of total global oil consumption passes through the strait, making it a
highly important strategic location for international trade.

The Strait of Malacca is one of the most important shipping lanes in the world and is the main shipping channel
between the Indian Ocean and the Pacific Ocean, linking major Asian economies such as India, Thailand, Indonesia,
Malaysia, Philippines, Singapore, China, Japan, Taiwan, and South Korea. Over 94,000 vessels pass through the strait
each year (2008) making it the busiest strait in the world, carrying about 25% of the world's traded goods, including
oil, Chinese manufactured products, coal, palm oil and Indonesian coffee. About a quarter of all oil carried by sea
passes through the Strait, mainly from Persian Gulf suppliers to Asian markets. In addition, it is also one of the
world's most congested shipping “Choke Points” because it narrows to only 2.8 km wide at the Phillips Channel
(close to the south of Singapore).

China’s interest in the Indian Ocean has grown steadily since 2008, when it embarked on a naval mission as part of a
multilateral effort to combat piracy off the Horn of Africa.

And this is not only a matter of regional competition, but of history itself: since 1897, an agreement has been in effect
between Thailand and Britain, according to which the Thai side refuses to build a canal in order to preserve the
significance of Singapore. Now Americans are concentrating military efforts in Asia to maintain control of the
Chinese economy.

According to statistics for 2010, the total tonnage of the American fleet amounted to about 2.6 billion, which is more
than the total tonnage of all the remaining 17 fleets following it (out of 17 fleets, 14 belong to U.S. allies). The U.S.
Navy is equipped with the most advanced weapons in the world, including centralized and networked weapons
systems. In terms of overall missile capabilities, the missile capabilities of the U.S. Navy exceed the combined



13.

10.

11.

12.

13.

14.

15.

16.

17.

18.

capabilities of all the other 20 fleets in the world ranking after it. As for the total number of battleships, the U.S. Navy
at least corresponds to the sum of the Chinese and Russian Navy (203 versus 205), but the total U.S. Navy tonnage is
263 times the total tonnage of the Chinese and Russian Navy.

Here, the Chinese allude to the travel of Zheng He (15" century), which demonstrated its ability, but not ambition, to
dominate the seas or build maritime empires, as they were stopped when it was proved that there were no enemies
threatening China from the seas.
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China’s Soft Power Policy in the Middle East and North Africa

Aghavni Harutyunyan

Abstract. Until the 1980s, the Middle East and North Africa (MENA) was a relatively low
priority for Beijing. Sino-Middle Eastern cultural exchanges and diplomatic contacts were relatively
rare, personal and institutional relationships were small, and China’s ability to project hard or soft
power was limited. But with the boom in Chinese economy and its growing influence in the world
order, with an active multi-vector policy aimed at increasing the effectiveness of its soft power, China
managed to improve its perception of the countries abroad, including the ones in the MENA region.

Keywords. China, Middle East (ME), soft power, foreign aid and investment as a tool of soft
power, combination of soft and hard power, One Belt, One Road, mediation diplomacy.

Introduction

China’s rapid economic growth, military modernization and rising energy demand in recent
years have led many to talk about the “Chinese threat”, since China’s growth has been viewed in the
west with uncertainty, anxiety and suspicion. In order to counter the international perception of the
looming “Chinese threat”, Beijing proclaimed several “big ideas”, including “Peaceful Rise”, “Peaceful
Development” and “Harmonious Society” as China’s metanarrative of its rise. Moreover, to project
the influence of soft power on the international environment and to shape a positive image, Beijing
used public diplomacy trying to transform China’s rise from a hard rise to a soft rise. The notion of
“Beijing Consensus” became the most vivid reflection of China’s modern experience in creating an

effective ideological product combining elements of “soft” and “hard” power (Harutyunyan 2017: 5-
6).
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The “Beijing Consensus” or China Economic Development Model also serves as a means of
rapprochement with MENA. This model became more popular and attractive mainly among the
authoritarian or semi-authoritarian countries of the MENA against the background of the
“Washington Consensus” defined by western economic ideals of the free market and supported by
the dominant United States (US) institutions such as the International Monetary Fund (IMf) and the
world Bank. although the Middle Eastern regimes were largely unable to ensure state capacity,
industrialization, and the institutional structures necessary to achieve success, like the China Model,
Beijing’s economic alternative is likely to remain China’s soft power source to enhance its impact in
the MENA region (lyall 2019). and Chinese economic, political and military assistance to the MENA
countries could help emulate the China Model among them (Huwaidin 2018: 67). The fact that China
has never been an occupying power in its modern history was another positive factor for
rapprochement with the countries of the region, who view the Asian giant as a country without
colonial ambitions. China skillfully uses these comparative advantages, although it has not yet
developed a concept or policy to transform the region (Calabrese 2005: 3).

Chinese Investment, Foreign Aid and Humanitarian Contacts as a Soft Power Tool

The economic direction plays an important role in the Chinese strategy of soft power and is
realized mainly due to investment attractiveness, which, unlike the west, does not impose
requirements on human rights, transparency or sustainability. Investments are an important tool to
ensure a national economy with resources and markets (Harutyunyan 2018: 186). They aim to
improve China’s world position, as the country’s prosperity increasingly depends on road, sea and air
links with the rest of the world (Molawi, 2018). To facilitate the direction of energy resources in the
world’s fastest growing economy, the Chinese government, following the tactic of “not offending
anyone” in the region, uses its soft power to promote China’s long- term economic interests and
creates favorable conditions for the interests of Chinese business (Mao 2007: 113). It is worth to note
that while adhering to the principle of non-interference in the internal affairs of other countries,
Chinese foreign aid and investment in developing countries are provided on one condition: adopting
the “one China” policy and recognizing Taiwan as part of China’s sovereign territory (Harutyunyan
2018: 186).

However, in the MENA countries that receive Chinese aid and investment, there are problems
associated with high levels of corruption, weak institutional capacity, and the likelihood of default by
the recipient countries on debt with strategic and political consequences (Almeida 2018). There are
also a number of legal problems related to serious differences in the system of employment, tax and
financial law, security in the legislation of most countries in the MENA, as well as suspicions of
Chinese experts in the judicial systems of the MENA countries about their possible control by
“external forces,” which can significantly complicate legal issues (Glazunov & Savchenko 2018: 4).

However, Beijing believes that thanks to substantial investments in capital, personnel and
technology, Chinese enterprises in MENA could play an important role in maintaining and
modernizing the regional economy and promoting social stability in an often-conflicting region
(Xinhua, english.news.cn 2016). Beijing is confident that any solution to hot spots and political issues,
especially in the Arab countries, depends on economic growth and improving people’s lives through
national development and economic recovery, that is, security through development. Chinese experts
find that this approach to MENA is different from the west, which mainly cared about political
interests and security issues, while China is focused only on economy and trade (Fulton 2018).

China’s soft power policy in the MENA is implemented also through the allocation of foreign
aid and the strengthening of humanitarian contacts (Deutsche Welle 2018). China was one of the first



countries to provide humanitarian aid to Egypt, Tunisia (US$ 5 million), Syria and Libya during the
Arab Spring events (Yao 2012: 18). In July 2018, Beijing pledged US$ 20 billion in loans to Arab
countries and over US$ 100 million in financial aid to countries most in need, including Lebanon,
Jordan, Palestine, Syria and Yemen (Almeida 2018; Reuters 2017). In total, the Chinese authorities
have allocated a credit line in the amount of US$ 20 billion to restore the economies affected by the
conflicts of Arab countries (EA Daily 2018; Alexeeva 2018; Interfax 2018). as part of its aid
programme in Arab countries, China has sent nearly 2,000 medical workers to Yemen in the past 40
years to implement health projects in the impoverished countries (al Tamimi 2017).

One Belt, One Road as a Means of China’s Soft Power in MENA

One of the main tools of China’s soft power in the MENA has become the Chinese geopolitical
and geo-economic project OBOR or BRI'*’, which consists of land and sea routes - SREB and MSR.
The MENA is important for the project because of its strategic location at the intersection of land and
sea roads, as it connects Asia, Africa and Europe and links three of the most important economic
maritime regions: the South China Sea, the Persian Gulf and the Mediterranean Sea (Matar 2018).
The MENA is of strategic importance for BRI as it provides security of energy supplies to China
through the Indian Ocean and the Malacca Strait, and is the only sea route and narrow bridge for
access to ME, Africa and Europe that can be blocked in wartime (BBC 2015). ports are vital links for
China’s land and sea trade routes, spanning the Indian and pacific Oceans. The China-run Gwadar
port in Pakistan reduces distances between East African and Persian Gulf ports to western China by
more than four times the distance between Eastern China and these regions via the Malacca Strait
and Indonesia (Zenn 2015: 10).

It should be noted that BRI, called “the most significant and far-reaching initiative that China
has ever put forward” is dramatically expanding Chinese interests (Fulton 2019: 1) and providing
China with unprecedented means of influencing regional processes. It boosted Beijing’s interests in
the MENA by significantly expanding China’s share in regional stability. at the same time, Beijing is
replacing its polemic tone against the US with a spirit of cooperation and can use the OBOR-related
means to foster dialogue (Evron 2017).

Combination of “Soft” and “Hard” Power to Counter Some Challenges and Threats

As it is known, China rejects the “spheres of influence” mentality, but when Chinese interests
are threatened, in order to increase the effectiveness of the soft power strategy, to protect its
commercial interests and confront some security challenges and threats (Islamic radicalism, piracy,
transnational crime, etc.), China sometimes applies measures using a combination of “soft” and “hard”
powers (Glazunov & Savchenko 2018: 4). Beijing even passed a law in December 2015, allowing the
Chinese army to conduct anti-terrorist operations outside the borders of China, with the consent of
the country in which the operations will be conducted. This law gives China the opportunity to play
a larger role in the fight against the Islamic state or any other organization that is detrimental to
international stability, and not just to provide troops to the united Nation’s peacekeeping force
(Yellinek 2016: 3). Since China has limited resources of hard power, due to the fact that the country

139 “One Belt - One Road” (OBOR or BRI/B&R) or New Silk Road (NSR) is the abbreviated name of the double concept of
the Economic Belt of the Silk Road (SREB) and the Maritime Silk Road (MSR) of the 21 century, about which the
president of the people’s Republic of China (PRC) Xi Jinping spoke for the first time in 2013.



is not part of military alliances and did not have a military presence in the MENA, Beijing is trying to
expand its influence creating new military bases in Africa and in ME and is actively developing the
naval forces (Mao 2007: 124).

China’s permanent military presence abroad, which is taking three main forms: escort fleet in
the Gulf of Aden; Navy technical service stops and peacekeeping forces in the ME (Sun 2015), will
help China increase the frequency of people’s liberation army (PLA) operations in the region and
multiply the number of Chinese ships passing through the waters of the Horn of Africa and the
Arabian Peninsula (panda 2015). Chinese companies have gained a significant presence or control in
ports along the Indo-pacific Sea Route through the so-called “pearl string” that connects the Strait of
Malacca with the Suez Canal and the Mediterranean (linden 2018: 4).

However, the long-term Chinese military presence in Djibouti, Gwadar and other ports of the
Arabian Sea and the Indian Ocean, which can also serve as stops for the expansion of the Navy of the
PLA, create problems for Delhi, Washington and other regional powers. The US is concerned about
China’s growing global military presence, while India is concerned about China’s ability to project its
power in the Indian Ocean without hindrance (Panda 2015; Molavi 2018).

China’s Soft Power as Mediation Diplomacy in the Region

Another pillar of China’s soft power politics is mediation diplomacy, where Beijing positions
itself as a mediator and peacemaker of managing conflicts, crises and other security events in the
MENA region (in Afghanistan, Syria, Sudan, Yemen, Iran and the Israeli-Palestinian peace process)
(Mordechai 2018). China expressed its desire to join the four-party Center for the Exchange of
Security Information between Iran, Russia, Iraq and Syria, established in 2015 in Baghdad (Dialog
Tsivilizatsiy 2019). China’s Middle East foundation for peace and Development (MEFPD) in
cooperation with the China-Arab Exchange association launched in December 2015 the ME peace
forum to promote peacemaking efforts in the turmoil-stricken region and to enhance methods of
resolving ME issues and pushing for the development in the region (Xinhua, China.org.cn,
16.05.2016).

However, China still sees itself as the second-tier actor, and not as one of the main external
powers affecting the developments in the MENA. Beijing has tried to balance the geopolitics of the
MENA carefully, accommodating but restraining the US and European union’s agenda on issues such
as Iran, and backing the Russian stance on issues such as Syria while attempting to portray itself as
the more moderate, balanced party in its backing for the Syrian government (Dominguez & Juan
2015). Chinese diplomats played a key role in the P5 + 1 negotiations on Iran’s nuclear program and
in brokering the Joint Comprehensive plan of action (JCPA). China seeks to mediate in the Syrian
and Palestinian conflicts, by hosting opposing parties in Beijing and engaging in pre-summit peace
talks (Hornschild 2016: 2). with regard to the Israeli-Palestinian conflict, China made a proposal in
2013, and in 2014, China put forward a five-point proposal to end the armed conflict in Gaza. In
2012, China came up with a four-point proposal to end the Syrian civil war (Evron 2017). Beijing
proposed during a visit in mid-July 2017 by Palestinian authority Chairman Mahmoud Abbas to
establish a “China-Palestine-Israel tripartite dialogue mechanism” (South China Morning post 2017).

Ultimately, it can be assumed that in the near future a gradual abandonment of its cautious
position focused on protecting long-term access to the MENA may lead Beijing to take a strategic
decision to play a more decisive role in resolving regional disputes or to insist that no regional
problem is resolved without the participation of China.



China’s Cultural Diplomacy in the MENA

Another influential tool of China’s soft power policy in the ME is cultural diplomacy, through
the active use of which Beijing intends to foster goodwill and friendship, as well as develop inter-
civilizational harmony and mutual understanding (Mao 2007: 123). Beijing pays more attention to
teaching Chinese in the MENA by creating dozens of Confucius Institutes, trying to educate a
generation of Arabs better attributed to the Chinese state, who understand the country, appreciate
the spirit of its language and help build bridges between China and the Arab world. apart from the
Confucius centers, Beijing is working on setting up and expanding Chinese language departments at
various universities (al Tamimi 2017), funding Chinese cultural institutions, sponsoring several
Chinese Cultural weeks, Chinese Movie weeks, and exhibitions of Chinese arts and history in the
MENA countries. In 2001, a non-governmental Sino-Arab friendship association was established,
headed by a Chinese Muslim and the deputy director of the standing committee of the National
People’s Congress, to encourage friendly activities and cultural understanding (Mao 2007: 123). China
has also stepped up its efforts to reach Arab audiences with an Arabic version of the monthly
magazine “China Today”, which has a regional office in Cairo (Alterman 2009: 74). Many conferences
related to Arab countries have been held in cities across China for a few years now, and dozens of
Arab researchers and academics are invited to attend (al Tamimi 2017).

Conclusion

Thanks to the strategy of soft power, China has achieved tangible political and economic
success in this complex region of MENA with minimal resources, especially without interfering in
internal affairs and conflicts. This is due to the fact that the Middle kingdom interacts with MENA
countries without imposing ideological or political prerequisites, for example, in exchange for foreign
aid or investment. although it would be naive to think that China does this without any expectations
of reciprocity or without its own benefits.

As for mediation diplomacy, it makes China more visible and authoritative, which, in addition
to increasing its national and international prestige, helps to gain power and influence in the wider
transformation of the regional balance of power. It also promotes its own economic interests and
political influence in countries and regions where some of its strategic competitors were previously
dominant.

However, some observers, especially in the west, believe that China has “hidden agenda”
behind its soft power policy, arguing that China has become more active and ambitious in the MENA
in a bid to expand geopolitical reach. Despite Beijing’s denial of its intentions to fill the “vacuum” left
by the “rebalancing” of the US from the MENA to the Asia-pacific region, the new choice offered by
China’s OBOR is tacitly understood as an alternative to the “old choice” of reliance on the US. The
scale of the BRI and the reduction of the active US military presence in the region means that Beijing
“will be forced” to increase its economic and security presence in the MENA. and looking to the
future, there are a number of factors that will complicate the future paradigm of non-intervention in
the context of China’s presence. Thus, until the hard power of China is fully formed, China will
continue to fight for influence through soft power policies and public diplomacy in the form of
foreign aid and investment, cultural and educational exchanges, and encouraging dialogue between
people.
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