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Abstract:

The ‘Rise of China’ is considered the most significant development of the 21% century. It has
changed the nature of power transition in international politics. Unlike previous changes in the
global distribution of power and prestige through violent means, China is adopting peaceful
options to materialize the change in its favour. The ‘tides of history’ concept propagated by
Charles Duran is happening to benefit China. Two strategies are crucial for China in this
regard. Firstly, the concept ‘Tianxia (All Under Heaven)’ creates prospects for a positive-sum
game. Secondly, the adoption of geoeconomics to propagate its national interest by application
of economic aspects instead of destructive geostrategic approaches. However, the transition
which is happening at both regional and global levels creating challenges for the economic
hegemony of the United States as well. For example, the creation of ‘The Asian Infrastructure
Investment Bank (AlIB) is successfully challenging the United States (US) backed ‘International
Monetary Fund (IMF), and the initiation of ‘One Belt One Road (OBOR) is creating China's
hard and soft power prospects along traditional ‘Silk Roads’, the horn of Africa, Southeast Asia,
South Asia and Latin America. Due to all these changes at regional and global levels, the world
seems to enter a new ‘geoeconomic order’led by China to reshape the global economy, patterns

of interactions and the existence of an American-dominated ‘rule-based order .
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INTRODUCTION:

The changes in the world order mostly occurred because of the rise of China'. Its rise is an
economic phenomenon”. This huge economic success of the country within a short period is
because of its geo-economic strategy. This strategy means the comprehensive utilization of
economic aspects to gain geopolitical and geostrategic objectives. The genesis of the concerned
strategy lies at the end of the Cold War. Edward N. Luttwak suggested that the endpoint of the
war does not mean the permanent triumph of one system over another, rather, it is the

transformation of the conflict from the military realm to the economic realm'

The current developments in international politics suggest that the ‘liberal international order’ is
fading away and being replaced with a new ‘geoeconomic order’. The shift occurred in this
context because of the securitization of economic policy and the economization of strategic
policy". The development intends to change the global rules and norms of international relations.
The new rules in contrast to the previous one are based on multiple poles of power. They
emerged visibly after the shutdown of ‘The World Trade Organization (WTO) Appellate Body’
on 10 January 2019, the Rise of China, the US withdrawal from Afghanistan and Russia's
invasion of Ukraine”. It is within this context that it is stated that the global distribution of power
IS Iin a transition phase. It is transitioning in favour of the emerging great powers, especially
China. However, the change as stated above, is not occurring in the military domain, rather, it is
in the economic one China is leading. The change is creating challenges for the United States in
economic, political, and social sectors. The biggest question is whether the regional and global

orders will change or not.

Key Words: Geoeconomics, Power transition, Rise of China, AlIB, World Bank, Emerging

Great Powers, Regional and global orders.
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THEORETICAL FRAMEWORK:
Theory of Geoeconomics:

Economic interactions between and among the states have dominated post-Cold War politics.
Owing to the importance of this phenomenon, Edward N Luttwak introduced the concept of
‘geo-economics, which means that the economic might can ensure geopolitical and geostrategic
gains."" In addition to him, other renowned scholars like Scholvin and Wigell also used and
suggested this concept. They believed that the demise Cold War was not the end point of
ideological contestation or the triumph of one another, but the transformation of conflict towards
economic realms."" From that point onwards geoeconomics is considered the important point in
the attainment of foreign policy objectives. Furthermore, scholars have contrasting views of
Edward Luttwak, according to them, the economy and military cannot be separated instead they
are overlapping. Adding further, many scholars attribute geographical conditions as important in
the shaping of economic preferences. While other scholars considered some aspects of
geography as geo-economics."™"

The concept of geo-economics is overly complex, it cannot be distinguished from geopolitics.
Therefore, this concept can be understood in two aspects. Firstly, “the overlapping nature of
domestic economic policies and transformation in national and geopolitical power. Secondly, the
economic consequences of those transformations in national power and geopolitical trends™™.
The first aspect means that transformation in domestic policies strongly impacts the country’s
behaviour with other countries. For example, an increase in economic strength enables the state
to increase its geopolitical weight. The second point suggests what will be the possible outcomes
of this geopolitical change. Some scholars like Sanjaya Baru suggest that “geoeconomics is the
impact of the economy over geopolitics and vice versa. Elaborating on this point, the economic
fallout will have an impact on geopolitical change. Transformation of economic might towards
military might is necessary otherwise it will have no geopolitical leverage. “Japan's example is
best suited in this context. The country has a strong economy, but it has no strong military that’s

why Japan is not a country having crucial geopolitical Weight”Xi. China is using geoeconomics as
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a foreign policy tool to advance its interests. The initiation of ‘One-Belt-One-Road’ is an
economic phenomenon and it can change the economic order of the region and abroad. To

implement a geoeconomics strategy, geopolitical factors are also important.
Theory of Power Transition:

The Rise of China and the challenges it posed to the universality of American world order is an
important topic under discussion in the field of International Relations. The primary question
posed here is whether China-US are bound to engage in perpetual conflict for the leadership of
the world. If the conflict is supposed to happen whether it will be a military or just limited to
economic competition like it is happening currently. To understand this complex phenomenon,

the research paper relies on the ‘Theory of Power Transition’.

The history of the world is based on “the rise and fall of the great powers”X“. Most of the
transition took place because of the great wars. For example, the starting point of the Iberian
powers, the Ottomans, the Hapsburg Empire, Great Britain, and the United States all rose
because of the War. All these war-like transitions compelled a famous historian E.H. Carr to
label “the problem of peaceful change” as the main puzzle of International Relations™".
Furthermore, other scholars of International Relations suggest that “great powers emerge from

great wars™". It means war happens when peace processes fail.

Using historical factors as a frame of reference, Arnold Toynbee stated that “it is the lesson of
history that a phase of ‘General war’ is followed by some sort of normalization in the form of a
‘breathing space’. After that an era of ‘supplementary wars’ starts which completes the process
of power transition”™. In addition, the earliest scholars like Wight who is an expert on war
studies suggest that “throughout history major wars occurred regularly. A general peace follows
it, then a string of small wars, and again, a general peace is followed as the world order has

changed™"'.

Charles F. Duran in his first book “The Politics of Assimilation: Hegemony and its Aftermath”

X""developed the concept of “Shifting Tides of History” as a cause of great wars. In his other
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book “Systems in Crisis: New Imperatives of High Politics at Century’s End”™" Duran
presented a very bold, accurate and vast concept of the current balance of power, a futuristic
outlook of International Relations and the major problems which may be confronted by this
transformation. He tried to present the reasons why transition is bound to happen because of the
wars. Explaining his ‘Cyclic Theory’ Duran highlights how structural compulsions and
unexpected and inescapable ‘tides of history’ turn against states and limit their powers. However,
he also suggested that this change is not predetermined rigidly. The transition in world order can
also be peaceful and cooperative. It is argued that the Rise of China is a good example in this
regard. Its rise is peaceful and based on a win-win situation. Robert Gilpin while taking a neo-
realist approach in his book “War and Change in World Politics™™* says that the resolution of
power transition occurs through a hegemonic war as the victorious power establishes
equilibrium. Hegemonic powers always try to mould the system according to their interests.
However, the fall of the hegemonic powers is inevitable because of various factors like
maintaining a hegemonic position is too costly, loss of economic and technological dominance,
depleting resource base necessary for the maintenance resource base, differential growth, and
distribution of power among states acting on a global level. Similarly, Immanuel Wallerstein,
who is a new Marxist and proponent of ‘World System Theory’ suggests that the world has
experienced a series of hegemonic wars. After the war, the world experienced relative maturity

and then hegemony. For him, hegemonic wars are a regular happening™.

The Organskien power transition theory establishes a strong link between war and power
transition. In contrast to classical realism, Organski believes that the international system is not
anarchical but hierarchical. A dominant state creates hegemony or leads the coalition of what he
called ‘satisfied states. Peace is preserved in this system if the power is enjoyed by those powers.
War breaks out when a dissatisfied power begins to overtake the status quo. Within increasing

gaps in power, the chances of war also increased™".

Thus, it is understood that power transition theory believes in ‘power parity’ and ‘dissatisfaction’
as necessary preconditions to maintain the international system™. Scholars attached to this

conception argue that parity is when established power maintains about eighty per cent of.
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However, parity ends when the rising power exceeds about twenty per cent of the resources
necessary for challenging the system™". The biggest question is who will initiate the war. The
establishment or rising power? Power transition theorists are divided on this matter. The Rise of
China is a significant element of the 21% century. Due to its rise in the economic domain, it is
argued that this research paper incorporates the views of power transition theorists like Charles
Duran who suggests that the transition can happen peacefully as the case with China. In addition

it refutes the arguments of those theorists who firmly believe that no transition can happen

without war.
POWER TRANSITIONS IN HISTORICAL CONTEXT:
Conceptualizing the Great Powers Transitions and Identities:

For centuries theoreticians and scholars of international relations tried to theorize and understand
the power transition. Realists portrayed the nature of the world as conflictual where the self-
interest of the states is more important than individual interest. The structure of the system is
anarchical where might is right and the self-help mechanism works to extract national. Moreover,
realists intend that states are primary actors, and the balance of power mechanism works to
create relative stability™". Instability normally occurs when the system changes predominantly
in military realms™". In contrast, liberal and institutionalist approaches towards world politics
believe in cooperation, usage of soft power and economic interdependence as means to achieve

XXVi

an end in the form of a peaceful transition™. Lastly, constructivists reject the deterministic

nature of international politics. In contrast, they believe that individual actors shape the dynamics

XXVil

of international politics according to their interests

Scholars of international relations have focused on the reasons behind the rise and fall of the
great powers. The primary focus is on the relative power position and distribution of power

XXViii

between the great powers™ . Realists believe in pessimism and liberal optimism while
constructivists suggest the social construction of anarchy, cooperation and all these patterns of
international interactions. In addition to all the assumptions developed by these different and

antagonistic theoretical trends, the Hegemonic Stability Theory suggests a unique debate on the
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phenomenon of power transition. Though it's not a realist theory it supports realist claims that
military dominance is a major point to understand the power and prestige of the hegemonic state.
Furthermore, the theory suggests without the hard power capabilities of a hegemonic state, all

XXiX

agreements of cooperation and collaboration bear no fruit™".

It is a brute fact that the history of five hundred years does not provide an optimistic picture of
power transitions. Graham Allison's research suggests that in the last sixteen power transitions,

XXX IS

only four happened without a war it necessary that the Rise of China and its motivations to
become an international actor will happen because of violent conflict? The research paper does
not support any such chance, rather, it argues that the rise is not because of military but economic
means. In addition, it does not challenge the current international structure rather it focuses on
cooperation within the liberal international system while primarily focusing on economic
means™*. Before 2015, China firmly believed in this concept, however, a shift in its narrative
and approach occurred once the 2008 global financial crisis and the United States ‘Pivot to Asia’

provided an opportunity for China to act aggressively and claim its leadership role in changing

world order.
Four Cases of Power Transitions in International Politics:

Though in history many power transitions occurred which changed the existing world orders.
The paper relies on four different cases which witnessed this phenomenon. These are the cases
which experienced military risks in direct or indirect forms®. The transitions occurred because
of the ‘Great Power Competition’. The first competition occurred between Britain and France
which resulted in a power transition in the late 18" to early 19" century. The second case is
between the United Kingdom and imperial Germany in the late 19" to the mid-20™ century. The
third case is between the UK and the United States (through peaceful transition). The fourth case

is between the United States and imperial Japan in the early 20" century.

Importantly, all these transitions and great power competitions happened in the system of
multipolarity. In this system, the power is distributed between various poles. The multiple centres
of power make the issue more complex for the smooth functioning of the system. The
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complexity of the multipolar order often creates tensions between the great powers. Fierce
competition over resources and the distribution of power and prestige happens on the global
level. Keeping in view this point, the current system is also drifting more towards multipolarity.
The important power in that multipolar order will be China because of its huge economic clout.
In addition, three out of four above-mentioned cases resulted in war. The big question on which
the paper is relied upon is whether China and the US will be locked into a military conflict or
whether the transition will be a peaceful one. To understand this issue deeply, a detailed

historical analysis of these cases is necessary.

1. Case of France and the United Kingdom:
Between 1790 to 1820 the great powers competition occurred because of the multipolar nature of
the world system. The French Revolution and its aftermath created enough mess for the great
powers to engage in a military competition for power and prestige. At that time the great powers

were Russia, Britain, Austria-Hungary, Prussia, and the Ottoman Empire.

France and the United Kingdom were locked into a hegemonic rivalry throughout hundred years
ago. From 1650 to 1790 France was the established power of the system. However, competition
over resources at the international level occurred between the two powers. They fought wars in
this regard, especially at the proxy level in their colonies. The French Revolution was a major
event which shifted power from France (which was an established power) to ‘Great Britain’
which was the rising power. After the 1790s, the UK became the dominant power in Europe as

XXXiii

well as globally because of its superior royal navy

Furthermore, the United Kingdom and France competed for the centuries. They established and
competed over a mercantile economic system. The European-based rivalries were shifted into
their former colonies. For example, in the subcontinent, Great Britain sided with Mahrattas and
other Hindu forces who were against Siraj Ud Dula and Tipu Sultan in Bengal and Mysore.
France helped Bengal and Mysore against Britain. In Egypt, Africa, and all other areas where
their colonies were strong, the pattern of conflict for the sake of power and prestige happened. In
addition, populist trends in France created a threat to Great Britain because in London there were

XXXIV

forces inspired by France to thwart the monarchy
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2. Case of Imperial Germany and Great Britain:
The unification of thirty-nine Prussian states because of Otto Van Bismark who is famously
known as the ‘Iron Chancellor’ because of his great genius and accurate application of the
‘Blood and Iron’ policy. The unification resulted in the creation of a German state. He generously
organized and strengthened the newly united state, especially in military terms. The invention of
the needle gun, the mobilization of the German army by railway timetables, precision and
accuracy in marching and the strong combination of both material and non-material aspects
made the army unchallenged in the entire European continent™. This strength of the German

military created effective tension for the established power (Great Britain) in all domains.

Germany threatened Britain in naval competition as well. With this development, the European
continent was divided into two poles of power. German victories against Denmark, Austria and
France enabled the state to extract major resources and get access to cheap labour necessary for

XXXVi

imperial ambitions™". Within a short period, Germany surpassed Great Britain in steel

production in 1910V

. From 1870 to 1939, Germany increased coal production by eight
hundred percent as compared to Great Britain's of two hundred percent®". Germany went
further, the country introduced Weltpolitik which means the shift focus from domestic to overseas

XXXIX

colonies and focus on colonial expansion through high seas fleet™ . In addition, fear of
encirclement, naval rivalry, the Schlieffen Plan and economic factors culminated in the First

World War. The reason was clear: the Thucydides trap between rising and established power.

3. Case of the United States and Imperial Japan:
Both countries fought wars over the dominance of the Pacific Ocean and Asia-Pacific region for
economic reasons. The established power was the United States as for the region of Asia Pacific
is concerned. Japan acted as a rising power to thwart the United States' imprints from the oceanic
areas in the mentioned region. American economic interests in the region dates back to the srrival
of commodore Mathew Parrey in 1850s when Japan was given a chance to modernize or face
American imperialism. Japan chose the first choice and modernized at such a pace that after
sometimes it challenged the United States' position in the region. It was a period of American

‘Open Door Diplomacy’ where the belief in free and unhindered trade was focused. Resultantly,
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The rising Japan started imperial expansion even in China the country created its tentacles and

demanded ‘Twenty-One Demands’ depicting Japan’s economic and territorial importance there™.

Japan gradually rose especially after the First World War. The ‘Treaty of Five Nations’ also
included Japan to assert its influence. Despite the liberal and war-free euphoria established after
the ‘League of Nations’, Japan increased its power, especially in the military realm. It attacked
China Manchuria in 1931 and again in 1937 attacked the Nanking area of China. The country
ignored the warnings of established powers like Great Britain and the United States in this
regard. America tried to contain Japan’s growing influence, however, it failed to do so*".
Importantly, the main issue again was the growing power rivalry between the established and the
rising power. However, Japan did not replace the United States but attacked the United States in

‘Pearl Harbor’ and sided with Germany in the ‘Second World War’.

4. Case of Great Britain and the United States:
Though the power transition in this case happened peacefully yet both states competed in the
economic domain. The decline of Great Britain was the turning point for the United States to
rise. America surpassed or in some cases parallelled Great Britain in economic industrialization
and manufacturing products etc." Their rivalries had bitter experiences from the past. Before
and the aftermath of the American Revolution created disdain in Britain about the American
conception of liberal democracy. The demise of old European colonies and empires was also the

xliii

reason for the theory's antagonistic historical experience™".

The Rise of Germany and the threat it posed to the leadership of the UK in Europe created space
for the rapprochement between both countries®". The United States at that time was an
isolationist power. The reproachment crated future dividends for both countries in future as well.
They both collaborated in the ‘First World War” and the ‘Second World War’. Britain succeeded
in defeating Germany and the United States became able to break its isolationist policy and enter
the political order of the world as a great power™. Later, the development led to the formal
replacement of the United States as a hegemonic power instead of Britain. Realists argue that it
was an understanding from the British side that America upheld the same conception about

economic, social, political, and military matters as Britain did. For them, Britain considers it as
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the prolongation of their ideas of them in the form of the American order. Liberals propagate
contrasting views; they suggest it’s the victory of cooperation in an otherwise hostile
environment. Adding further, they propagate the belief that norms, values and peaceful transition
are possible. Hegemonic Transition theorists perceive that transition is a logical and similar
perception political, economic, and social orders of both countries. It is argued that the Rise of
China possessed all the elements of a peaceful rising. It is not bound to engage in any conflict
with the United States in any conflict because of complex interdependence and fear of great

annihilation if the war is bound to happen.

HOW CHINA IS TRANSITIONING POWER THROUGH GEO-ECONOMICS:
Defining Geo-economics:

Geoeconomics can be defined as the material cause and effects on multiple actors on a global
level V" Geoeconomics correlates with geopolitics. Their equal channelization is important for
interstate geostrategic rivalries. Edward Luttwak was the first who use the term ‘geoeconomics’
in his article titled “From Geopolitics to Geoeconomics: Logic of Conflict, Grammar of
Commerce”. In this article, he tried to thoroughly examine the United States’ position on trade
with Japan. In that era, geoeconomics emerged as a proper frame of reference to understand
international disputes. Military conflicts can be sustained through strong economic might.
Therefore, geoeconomics was considered an element of power. Moreover, “it was assumed that
power distribution at the international level would depend on geoeconomics distribution”™". In
addition, primacy in international politics started to be associated with geoeconomics. A strong
economy enables states to buy weaponry and other related types of equipment necessary for
domination in the global arena. Furthermore, according to Giovanni Grevi “geoeconomics means
the conversion of economic assets into political leverage and the proper utilization of the
acquired political strength to gain economic superiority through both cooperative and

competitive means™ "

. Fareed Zakaria highlighted the importance of ‘geoeconomics’ in these
terms “the importance of budget for effective geostrategic power”™ ™. However, it is pertinent to
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mention that geoeconomics for the first time was used in the 17"-century mercantilism period.
But its validity and relevance in the geopolitical and geostrategic realms could not take that
space. To conclude, geoeconomics means the utilization of economic might to attain geopolitical
influence. Both geoeconomics and geopolitics are important in interstate relations to gain

geostrategic dominance.

Understanding the Nexus between Geo-economics, the Rise of China and Power

Transition:

The ‘rise of China has changed the power distribution in world politics. Its rise is attributed to
the economic miracle achieved because of Deng Xiaoping’s reforms. These reforms proved very
crucial for China. These reforms made China the 2" largest economy across the globe and
estimation suggests that in the upcoming decades, it will be the world’s number one economy.
The era which marked the turning point in the history of China to emerge as an economic giant is
almost the same as that of the emergence of the term ‘geoeconomics’. Geoeconomics means the
formation and execution of economic policies to enhance the prosperity of the country and gain
geopolitical interests. In addition, geopolitical gains will ensure leverage in geostrategic
influence as well. This concept was put forward by Edward Luttwak in the 1990s. The case of
China can be explained through the Luttwakian concept of state-centrism and essentialism
because the country is strictly controlled by the state. Non-Luttwakin tradition has a limited
scope here. To understand this phenomenon further, the nexus between geoeconomics and the

rise of China is important. To begin with, China’s new economic policies need to be mentioned.
China Adopting New Economic Policies:

Since the 1970s, the country has grown immensely in the field of economy. Luttwakian tradition
of geoeconomics suggests that the country must initiate such type of domestic economic policies
which can strengthen the economy and in return, its foreign policy must be able to achieve
geopolitical gains as well. Keeping in view the importance of this, China historically maintained
a high rate of savings.' It helped China to invest domestically and the highest “lander of the

global network.” Production increased because of the country’s investment in the fields having
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higher chances of profit like agriculture, services, and trade. The country’s economic openness
can be divided into phases. The first one is when Deng Xiaoping opened to country and
liberalized it. The second one was started in 2013 by the current President Xi Jinping. It is
known as the “second opening-up.” The focus shifted from “export-oriented to import-oriented
and outward investment model”". This shift in economic policies has opened a great space for
the country to invest abroad and gain geopolitical objectives. Its benevolent economic policies
have great admiration in countries having weak economic infrastructures. For example, Pakistan
and South African countries. As Pakistan has a prime geographical location, cementing ties with

it will have great geopolitical and geostrategic leverage for China.

Adding further, in April 2012 China issued the “Guiding Options on Strengthening Import and
Promoting Balanced Development of Foreign Trade™™. Important decisions in this regard had
been taken in the “Third Plenary Session of the 18™ Communist Party Central Committee” in
November 2013. The decision is based on: “to create an open economic system, to create ‘free
trade zone’, multilateral trade institutions and support to the local areas™™. All of these
contributed to the foreign policy of China which is dominated by geoeconomics endeavors. To
discuss it in detail, it is pertinent to discuss the economic principles on which the country’s

foreign policy stands.
Understanding the Economic Principles of China:

Every country tries to prioritize its foreign policy to gain multiple objectives for itself. For
various countries, the gains could be achieved through hostility and keeping in danger the
interest of other nations. While others try to achieve the desired objectives through peaceful
means and respecting the sovereignty of other nations. In the case of China, the country never
tried to violate the interests of other countries in terms of interference in the military or other
forms. The peaceful rise of China and its commitment to a ‘win-win’ situation is attributed to
Deng Xiaoping’s foreign policy dictum of “wait for the right time and hide strength from the

world”™.This shows the passivity of the country’s foreign policy. The Chinese foreign policy
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has encountered new economic conditions and patterns which can be summarized in the

following points:

Firstly, the country will defend economic globalization and free trade. China will try to enhance
the level and productivity of local industries and businesses to the extent that it may compete
with global markets. To achieve the desired objective, the country will facilitate free interactions
of economic activities across borders. Secondly, in this openness in the economy, special focus
will be given to Asia. This will provide China with an opportunity to maintain good relations
with Asian countries and create new norms for economic interactions and the chances for the
internationalization of the Yuan shall be increased." Thirdly, China will try to maintain good
bilateral relations with great powers like the United States. Lastly, the country is trying to give
special focus to multilateralism. In this regard, new institutions like ‘Asian Infrastructure
Investment Bank (AIIB)’ and projects like the ‘Belt and Road Initiative’ have been initiated.
However, the United States policies of ‘Pivot 1° and ‘Indo-Pacific Strategy’ have also

Ivi

contributed to the expansion of the project.
Foreign Policy of Economics:

To maintain a prominent position in world politics, the country has tried to construct an
economic foreign policy. The economic policy focuses on maintaining good relations based on a
win-win strategy with all the nations of the world, however, special focus would be given to
Asian countries. This ‘Chinese Dream’ is evident from the country’s commitments to
multilateral institutions or efforts to sign agreements based on multilateral engagements and free
trade with countries to maintain peace and stability in the existing international system. To shed
light on this phenomenon further, China’s geoeconomics endeavours are evident from the points

mentioned below:
3.1. Respecting and increasing commitments to international financial institutions.

With the increase in its growth and productivity, China also increased its commitments to
existing financial institutions which include: ‘The World Bank (WB),” ‘The International
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Monetary Fund (IMF),” and the ‘World Trade Organizations (Bretton Wood System).” Adding to
this, China’s struggle to create its institutions is also based on the rules and regulations of the
current financial institutions."" Furthermore, the actions of the country show its real behaviour in
the regional and international system. The same is the case with China as many actions it took to
show that the country is committed to financial institutions. These actions include China being
the third largest stakeholder in the United Nations (UN) peacekeeping missions, obligations of
the rules and regulations of the G-20 Group, and the 2015 decision of the International Monetary
Fund (IMF) to declare the Yuan as the currency of reserve. Other steps include China’s role as a
donor to ‘The International Development Association (IDA)’ and the country bank aided and
provided help of every kind to the various projects in Africa." All of these show the seriousness
of the country’s approach toward respecting and participating in financial institutions. With
growing China’s economic influence, the country may also increase its approach in different

sectors.
3.2. Creation of Multilateral Institutions and Initiatives

Proper utilization and advancement of economic interest require institutions and initiatives to

function. China is trying to do the same. Following are some of the practical steps in this regard:

Asian Infrastructure Investment Bank: The creation of this bank is considered a milestone for
China to advance its objectives. Four objectives can be extracted by China from this bank. First,
by providing financial assistance, Chinese companies may operate abroad. Secondly, it will
increase the economic relations between China and those countries which receive help from it.
Thirdly, the Bank could enhance the outreach of China in such a way that the country can
challenge the rules and regulations of the existing institutions. Having inclusive policies and
huge economic benefits, the bank has created distrust between recipient countries and the
existing institutions like ‘World Bank (WB)’ and ‘International Monetary Fund (IMF)’. Thus,
increasing the chances for the new international economic rules."™ In addition, the failures of the

above-mentioned especially in voting rights give strength to this bank because it has inclusive
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voting rights. Some scholars also portray this bank as the main competitor of the International

Monetary Fund. The Asian Economic order is influenced by the policies of this bank.

Regional Comprehensive Economic Partnership: to enhance regional integration and improve
economic organizations between the member states, this initiative is very crucial. “In 2011,
efforts with the help of Japan and other countries happened to create such a system which can
ensure free trade among the participating countries. ‘Regional Comprehensive Economic

59l

Partnership’ was the outcome of such efforts””. Though not implemented ideally, this
partnership still shows China’s geoeconomic approach to solving geopolitical and geostrategic

issues.

‘One-Belt-One-Road Initiative (OBOR)’: This is considered the mature initiative of the
current Chinese President Xi Jinping. Xi intends to pursue the Chinese dream and achieve the
place for China that it deserves. OBOR is the most important and clear manifestation of the
geoeconomic struggle in China. However, it could have geostrategic implications as well.
Economically, this initiative will enhance the movement of China toward the outside world and
especially competitiveness can increase in the construction sector. The regional integration could
gain new currency and China’s economic policy will ensure more growth for the country itself.
In contrast, some are of the view that “growing China’s economic influence can ensure political
benefits for China too. In return, the country can convert these two powers to develop military

strength as well.”™.

3.3. Asia first: Geoeconomics, China and East Asian countries:

East Asian countries are in the neighbourhood of China. They are most important for China as
far as regional integration is concerned. China under President Xi Jinping is especially focusing
on this region. The country seeks to promote trade with these countries. According to recent
statistics, China is the most trading country with East Asian countries. The contrary perception
assumes that as geoeconomics is used for geopolitical gains which in return ensure geostrategic

leverage, in this context, China is also trying to maximize its security apparatus and decrease
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other countries’ balancing policies. “Asian countries have always tried to discourage balancing

policies of other countries to achieve absolute security threshold”™".
3.4. China’s economic policy towards South Asian countries:

After President Xi Jinping took office, great focus was given to maintaining good economic and
strategic relations with ‘South Asian countries. The growing economic influence of China and its
inclusive policies based on regionalism attracted many South Asian countries. In addition, the
Participation of China in ASEAN+3 and playing, the main role in the creation of institutions like
‘The Asian Infrastructure Investment Bank (AIIB)’ further created policies of acceptance for
Ixiii

China in those countries.”™ Furthermore, “China's success in the Southeast lies in its policy

which is based on hardware rather than software. That policy created immense opportunities for

the recipient countries™™"

. It is anticipated that China’s influence may further increase in this
region because of some new initiatives like ‘One-Belt-One-Road (OBOR).” This project is
intended to connect all parts of the South Asian region consisting of different infrastructures and
energy projects. It is considered a game changer by many countries like Pakistan. Besides all
these, this project tends to alleviate millions of people from extreme poverty throughout the

South Asian region.

3.5. China geoeconomics policy and the geographic west:

Since 2013, China has significantly increased its relations with countries located on its western
borders. It is considered a two-pronged strategy. Firstly, under the umbrella of geoeconomic
steps, China is trying to increase its economic dividends in the area. Secondly, it will provide
China with a greater chance to counter the United States ‘Asia Pivot policy. Thus, economic-
cum-strategic designs are the real objectives. Moreover, the success of ‘The Belt and Road
Initiative (BRI)’ requires China’s active role in this region. From there, the ways to Central Asia,
Middle East and South Asia can be influenced. In this regard, some scholars anticipate that
“though China’s influence in East Asia has irritated the United States and increased the chances
of confrontation there, such types of danger are missing in Central Asia, South Asia and the

Middle East”™. However, it does not mean that China is ignoring the East. The country is
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focusing on this region as well. The presence of Chinese companies will increase the economic
growth of China and can help the country to become the number one economy in the upcoming
decades. Elaborating further, Beijing’s quest to strengthen relations with Afghanistan via
Pakistan especially when Afghanistan is ruled by the Taliban is a clear manifestation that the
country’s geoeconomics policy has ambitions in diverse countries. Its success will change the
region’s geostrategic landscape towards geoeconomics. The contest and victory will be acquired

based on ‘gifts of jades and silk’ while replacing the old methods of ‘barrels and guns.’

Analyzing Challenges to the United States' Economic Hegemony Because of
the Rise of China:

China posed various challenges to the economic hegemony of the US. The country has impacted
the global norms and procedures of international institutions. China’s emergence and its
aspirations to become the leader of economic apparatuses at both regional and international

levels is evident from the following initiatives.

The first is the initiation of ‘One Belt One Road (OBOR)’ which is replacing the United States
economic hegemony. The initiative has six projects ranging from China to South Asia, Southeast
Asia, ASEAN, Europe, Eurasia, Central Asia, Africa, and the Middle East™"'. Under this project,
the focus is given to infrastructure development, communication channels at both land and sea
and the production of energy resources. Out of 193 about 140 countries have shown interest in
Chinese-led development projects™". These are the areas in which this project initiated by China

is directly affecting the interests of the United States in the concerned domain.

Secondly, China also initiated the AlIB and BRICS new development bank with the objective of
the provision of financial support to OBOR. China has more shares than any country in these
projects to influence the norm and agenda setting™ ™. For China, the success of all these may
fulfil the Chinese dream which is based on the creation of a harmonious world, a constructive
situation for the regional countries, and improvement in the existing economic infrastructure™,
With the initiation of AlIB and BRICS, China has successfully broken the hegemony of the

‘International Monetary Fund (IMF), and ‘World Bank (WB)’. China has provided an inclusive
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and opportunistic way for the developing world to look for investment and economic

opportunities away from the direct or indirect influence of the United States™.

Furthermore, the increasing economic strength of China is also posing a grave threat to the
geopolitical interests of the US. Thinkers in the ‘Council on Foreign Relations, and Foreign
Affairs analyzed that if the current growth of China continues, it will enable China to create its
political order as well™. In addition, dominance in economic and political reals will also enable
the country to dominate the security apparatus at both regional and international levels. In this
matter, an Asian alternative to the United States is posing serious threats to its hegemony"™".
From the point of view of China, Asia needs an alternative strategy to resolve their problems

through mutual dialogue, cooperation, and self-respect™".

In addition, China also claims that instability and chaos in some countries of Asia are because of
the presence of the military strength of the US. The Obama government's ‘Pivot to Asia’ means
the containment of China and an attempt to manage the affairs of the region. These
apprehensions of China and the security dilemma of the United States have locked both countries

lexiv.

into an intense conflict for power and prestige at the global leve

The challenges created because of the ‘Rise of China’ are serious because the supremacy of the
US is in trouble and the threat of a Great War cannot be minimized. However, through mutual
dialogue and cooperation the issue may be resolved peacefully. Accommodation instead of

confrontation with China can avoid another ‘Thucydides trap’ between both countries.

CONCLUSION:

The ‘Rise of China’ is the biggest miracle of the 21% century. Its rise is because of geo-
economics policy which means extensive usage of economic means to achieve geostrategic and
geopolitical ends. Furthermore, China’s way of economic growth is known as ‘Capitalism with

Chinese Characteristics’ which suggests liberalization of the economy but state-controlled
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political apparatus and economic enterprises. This new form of capitalism is based on the
initiation of new projects like ‘The Asian Infrastructure Investment Bank (AIIB), BRICS New
Development Bank, and Silk Road Fund. The concerned initiatives are doing two things. Firstly,
it is attracting the developing countries to rely more on China. Secondly, these institutions are
successfully providing an alternative to America's dominated ‘International Monetary
Fund(IMF), and World Bank. By doing so, power transition is going on in political, economic,
social and somehow military domains. In contrast, to the widely perceived chance of a military
between China and the United States, it is anticipated that the conflict will be going on in the
economic realm. This is because the complex economic interdependence between both countries
creates hindrances in the way of military conflicts. Challenges of a serious nature are there for
the economic dominance of the United States. However, the United States needs to realize that it
is the ‘March of History’ as suggested by Hegel that no country will be strong forever. In
addition, Charles F. Duran's ‘Tides of History’ also cements the fact that changes in global
leadership are the usual pattern of the world. Therefore, greater restraint instead of a greater

military bloodbath is needed for humanity in this age of power transition.

References:

" Schweller, Randall L., and Xiaoyu Pu. "After unipolarity: China's visions of international order in an era of US
decline.” International security 36, no. 1 (2011): 41-72.

" Goodhart, Charles, and Chenggang Xu. "The rise of China as an economic power." National Institute Economic
Review 155 (1996): 56-80.

4900 remittancesreview.com



Remittances Review

December, 2023

Volume: 8, No: 4, pp.4881-4903

ISSN: 2059-6588(Print) | ISSN 2059-6596(Online)

" Luttwak, Edward N. "From geopolitics to geo-economics: Logic of conflict, grammar of commerce." The national
interest 20 (1990): 17-23.

" Roberts, Anthea, Henrique Choer Moraes, and Victor Ferguson. "Toward a geoeconomic order in international
trade and investment." Journal of International Economic Law 22, no. 4 (2019): 655-676.

Y Ciuriak, Dan. "Geoeconomics in a Multipolar World: Rules of Engagement for the Small Open
Economy.” Available at SSRN (2022).

" Edward N Luttwak. "From Geopolitics to Geo-economics: Logic of Conflict, Grammar of Commerce.” The
National Interest 20 (1990): 17-23.

" Abu Mohammad Asgar khani, Mohammad Javad Ghahramani, and Mostafa Ghaderi Hajat. "Geoe-conomic
Analysis of China's Foreign Policy." Geopolitics Quarterly 14, no. 52 (2019): 209-233.

"' Soren Scholvin and Mikael Wigell "Geo-Economics as Concept and Practice in International Relations:
Surveying the State of the Art", (Center for Security Studies,2018),8-16

* Hossein Mokhtari Hashi. "Explaining the Concept of Geoeconomics and Recommendations for Iran ”, Geopolitics
Quarterly, (2018): 56-82.

X_Sanjaya Baru. "Geo-economics and Strategy." Survival 54, no. 3 (2012): 47-58

“bid 51.

" Kennedy, Paul. The rise and fall of the great powers: economic change and military conflict from 1500 to 2000.
Vintage, 2010.

" Carr, Edward Hallett. The twenty years' crisis, 1919-1939: Reissued with a new preface from Michael Cox.
Springer, 2016.

¥ Knutsen, Torbjgrn L. The rise and fall of world orders. Manchester University Press, 1999.

“ Arnold Toynbee, War and Civilization (New York: Oxford University Press, 1950)

" Wright, Quincy, and Louise Leonard Wright. A study of war. University of Chicago Press, 1983.

¥ Doran, Charles F. "The politics of assimilation: Hegemony and its aftermath.” (No Title) (1971).

Doran, Charles F. Systems in crisis: new imperatives of high politics at century's end. Vol. 16. Cambridge
University Press, 1991.

™ Gilpin, Robert. War and change in world politics. Cambridge University Press, 1981.

“Wallerstein, Immanuel. "A world-system perspective on the social sciences.” The British Journal of Sociology 27,
no. 3 (1976): 343-352.

' A. F. K. Organski, World Politics (New York: Alfred A. Knopf, 1958), p. 333; A. F. K. Organski and Jacek Kugler,
The War Ledger (Chicago: University of Chicago Press, 1980), p. 59

xviii

XXii

Kugler, Jacek, and Douglas Lemke, eds. Parity and war: Evaluations and extensions of the war ledger.
University of Michigan Press, 1996.

M Kugler, Jacek, Ronald L. Tammen, and Siddharth Swaminathan. "Power transitions and alliances in the 21st
century.” Asian Perspective 25, no. 3 (2001): 5-29.

“¥ Morgenthau, Hans Joachim, Kenneth W. Thompson, and W. David Clinton. "Politics among nations: The struggle
for power and peace." (1985).

“'Waltz, Kenneth N. "The emerging structure of international politics." International security 18, no. 2 (1993): 44-
79.
* Keohane, Robert O., and Joseph S. Nye. "Power and interdependence.” In Conflict after the cold war, pp. 174-
181. Routledge, 2015.

“"'Wendt, Alexander. "Anarchy is what states make of it: the social construction of power politics." International
organization 46, no. 2 (1992): 391-425.

“  Gilpin, Robert. "The political economy of the multinational corporation: three contrasting
perspectives.” American Political Science Review 70, no. 1 (1976): 184-191.

“™ Snidal, Duncan. "The limits of hegemonic stability theory." International organization 39, no. 4 (1985): 579-614.

4901 remittancesreview.com



Remittances Review

December, 2023

Volume: 8, No: 4, pp.4881-4903

ISSN: 2059-6588(Print) | ISSN 2059-6596(Online)

XXX

Allison, Graham. "Destined for war." Can America and China Escape Thucydides’s Trap (2018).
4 Campbell, Kurt M., and Ely Ratner. "The China reckoning: how Beijing defied American expectations." Foreign
Aff. 97 (2018): 60.

i Sarkees, Meredith Reid. "The COW typology of war: Defining and categorizing wars (version 4 of the
data).” Note with version 4 of the Correlates of War Data (2010).

" Kennedy, Paul. The rise and fall of the great powers: economic change and military conflict from 1500 to 2000.
Vintage, 2010.p-120.

W | acey, James G. "Great Strategic Rivalries: From the Classical World to the Cold War." Naval War College
Review 71, no. 2 (2018): 162-163

¥ Mason, David S. A concise history of modern Europe: liberty, equality, solidarity. Rowman & Littlefield, 2022.
" Kennedy, Paul. The rise and fall of the great powers: economic change and military conflict from 1500 to 2000.
Vintage, 2010.p-202.

! Remak, Joachim. "The Origins of World War I, 1871-1914." (No Title) (1967). P 77-78.

" 1bid.,,77.

™ Joll, James, and Gordon Martel. The origins of the First World War. Routledge, 2013. P 131-134.

“ Feis, Herbert. Road to Pearl Harbor: The Coming of the War between the United States and Japan. Princeton
University Press, 2015.p 3-7.

" Nunn, G. Raymond. "The Reluctant Admiral: Yamamoto and the Imperial Navy." Biography 5, no. 4 (1982): 370-
371

" Tooze, Adam. The deluge: the Great War, America and the remaking of the global order, 1916-1931. Penguin
books, 2015.

' Allen, Harry Cranbrook. "Great Britain and the United States: A History of Anglo-American relations (1783-
1952)." (No Title) (1954).

X Campbell, Charles Soutter. "From revolution to rapprochement: the United States and Great Britain, 1783-
1900." (No Title) (1974).p 183-184

A Kindleberger, Charles Poor. The world in depression, 1929-1939. Univ of California Press, 1986.p 302-305.

™ Bruna Coelho Jaeger, and Pedro Vinicius Pereira Brites. "Geoeconomics in the light of International Political
IT_(_;onomy: a theoretical discussion.” Brazilian Journal of Political Economy 40 (2020): 22-36.

" Ibid 29.

i Giovanni Grevi. "Geo-economics and global governance." Challenges for European foreign policy in (2012): 27-
36.

™ Fareed Zakaria. From wealth to power. Princeton University Press, (1999).

|Wayne M Morrison. "China's Economic Rise: History, Theory, Trends, Challenges, and Implications for the United
States." Congressional Research Service. RL33534 (2017).

" Abumohammad Asgarkhani, Mohammad Javad Ghahramani, and Mostafa Ghaderi Hajat. "Geo economic Analysis
of China's Foreign Policy." Geopolitics Quarterly 14, no. 52 (2019): 209-233.

" Hideo Ohashi. "China's external economic policy in shifting development pattern.” Public Policy Review 11, no. 1
(2015): 141-174.

liii B
Ibid 50.
"' Matt Ferchen. "China, economic development, and global security.” Center for Global Policy,
https://carnegieendowment. org/files/CP_289 Ferchen_China_Final. pdf (2016).
™ Anthony Saich. "What Does General Secretary Xi Jinping Dream About?" (2017).

4902 remittancesreview.com



Remittances Review

December, 2023

Volume: 8, No: 4, pp.4881-4903

ISSN: 2059-6588(Print) | ISSN 2059-6596(Online)

Ivi

Abumohammad Asgarkhani, Mohammad Javad Ghahramani, and Mostafa Ghaderi Hajat. "Geoeconomic Analysis
of China's Foreign Policy." Geopolitics Quarterly 14, no. 52 (2019): 209-233

I Jeffrey A Bader. How Xi Jinping sees the world & and why. Washington, DC: Brookings Institution, (2016).

The economist " China’s growing clout in international economic affairs, As America retreats, China advances",
Hong Kong, (March 2017).

X Thomas Renard (2015) “The Asian Infrastructure Investment Bank (AIIB): China’s new multilateralism and the
erosion of the Wes” Security Policy Brief No. 63, April 2015. [Policy Paper]

Iviii

X Kim Tae-Kyung. "China's Strategic Advocacy for RCEP: Three-fold Motivations Analysis." In International
Studies Association Global South Caucas Conference, ( 2015):19

™ Joshua P Meltzer. "China’s one belt one road initiative: A view from the United States." In Asan Forum, June, vol.
19, (2017): 50-56.

" Davide Fiammenghi. "The security curve and the structure of international politics: A neorealist
synthesis." International Security 35, no. 4 (2011): 126-154.

% Bates Gill, Evelyn Goh, and Chin-Hao Huang. "The Dynamics of US—China-Southeast Asia Relations.” United
States Studies Centre at the University of Sydney (2016).

v Angela Han. "Why Chinese economic diplomacy is working in Southeast Asia.” 06th December (2016).

Yun Sun. "March West: China’s response to the US rebalancing.” Brookings Institution 31 (2013).

Farchy, Jack, James Kynge, Chris Campbell, and David Blood. "One belt, one road-A ribbon of road, rail and
energy projects to help increase trade.” Financial Times 14 (2016): 1.

™I Hang, Nguyen Thi Thuy. "The rise of China: challenges, implications, and options for the United States." Indian
Journal of Asian Affairs 30, no. 1/2 (2017): 47-64.

Ixv

Ixvi

Ixviii

Heydarian, Richard Javad, and Richard Javad Heydarian. "The Belt and Road: China as the New Vanguard of
Globalization." The Indo-Pacific: Trump, China, and the New Struggle for Global Mastery (2020): 119-147.

" Huaxia, AllB Opens to Lay Down Milestone for Global Economic Governance,Xinhua, 2016. Accessed on 1
August 2017, http://news.xinhuanet.com/english/2016-01/16/c_135015984.htm.

bx Wang, Yu. "The political economy of joining the AlIB." The Chinese Journal of International Politics 11, no. 2
(2018): 105-130.

%4 eonard, Mark, Wu Xinbo, Bert Hofman, Douglas Rediker, Elizabeth Economy, Michael Levi, Parag Khanna et
al. "Geo-economics with Chinese characteristics: how China’s economic might is reshaping world politics.”
In World Economic Forum. 2016.

" Burgman Jr, Paul R. "Xi Jinping’s Asian Security Dream." The Diplomat. https://thediplomat. com/2016/07/xi-
jinpings-asian-security-dream/(20.08. 2022) (2016).

"4 Jinping, Xi. "New Asian security concept for new progress in security cooperation.” In Remarks at the fourth
summit of the conference on Interaction and confidence building measures in Asia, Shanghai, pp. 2014-05. 2014.

bodv Friedberg, Aaron L. "Hegemony with Chinese characteristics.” The National Interest 114 (2011): 18-27.

4903 remittancesreview.com



