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Preface

TRAPPED IN NO MAN’S land, somewhere between China and Kyrgyzstan, I had time to think. Border guards at checkpoint five of seven had just started their lunch break, and I had to wait for their return. A few days earlier, I had attended the first Belt and Road Forum in Beijing, a massive and tightly choreographed celebration of Xi Jinping’s signature foreign-policy vision for connecting China and the world. But on China’s border, things were moving slowly, if at all. As minutes stretched into hours, the idea for this book was born.

In Washington, DC, and other Western capitals, policy makers heard about the forum in Beijing. They read about dozens of foreign leaders showing up, over sixty countries signing onto China’s effort, ancient trade routes being revived, and other grand claims, often the same ones that Chinese state media tout. They saw maps of new economic corridors running outward from China. All these details add to an image of China as cunning, strategic, and marching in lockstep toward midcentury.

They missed the lunch breaks and border delays. From afar, the challenges standing in the way of China’s global ambitions, including actual mountains, look smaller. Ironically, given an abundance of suspicion, relatively little has been done to check whether actions on the ground are advancing these ambitions. Quite understandably, most people cannot spend time crossing China’s borders by car, foot, and boat or climbing onto its trains and docks in other countries, as I have done while writing this book. These pages share those glimpses of ground truth.

When the border guards returned several hours later and waved my vehicle through, arriving in Kyrgyzstan was something of a homecoming. In 2009, I lived in Bishkek, Kyrgyzstan’s capital, as a Fulbright scholar. I was fascinated by how Central Asia reflected and balanced outside influences. I was greeted by Asians who prayed to Allah, drank vodka, spoke Russian, ate Turkish food, listened to American music, and traded Chinese goods. I came to appreciate how the world’s crossroads provide a checkup of the global order.

Kyrgyzstan is different a decade later. Gone is the U.S. military base that served as a hub for troops and supplies going to Afghanistan. China’s presence has poured out of the bazaars and into new roads, fiber-optic cables, and power projects. Xinhua, the Chinese state-media outlet, has opened a “cultural center” in Bishkek that sells copies of Xi Jinping’s writing. Yet the Kyrgyz people are hardly sold. Rather than warming to Xi’s call for a “community of common destiny,” many are wary of China’s influence and appalled by its internment of ethnic minorities.

This landscape, as I have tried to show it, has much in common with the past, but it is more complex than any “Great Game” or imperial contest. While the United States mostly complains these days, China is forging ahead. But it is not doing so alone or uncontested. Japan, India, Russia, and many others have their own designs. Far from being pawns, smaller countries are often the most pivotal players. Many of them have far more recent experience dealing with outside powers than China has acting as one. The road is theirs, as I hope it will remain for years to come.


PART I

Empire Strikes Back
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CHAPTER ONE

Project of the Century

THE ORCHESTRA STRUCK UP as the People’s Leader entered the cavernous hall. As he strode down the red carpet, entourage at his back, his hundreds of distinguished guests stood and applauded. They fell silent when he took the dais.

“Dear friends,” he said, looking out at the sea of visitors. “This is indeed a gathering of great minds.”

In flattering them, he flattered himself. His friends numbered royalty, presidents, merchants, and intellectuals and were a Noah’s ark of nationalities: Asians, Arabs, Africans, Europeans, Persians, and Russians. From all corners of the world, they had trekked to his court. Some came to pay tribute. Some came to trade. Others, like me, came out of curiosity.

It was a scene that Marco Polo might have recognized from his travels during the thirteenth century, but it was May 14, 2017, at the Belt and Road Forum in Beijing. President Xi Jinping stood before nearly thirty heads of state and delegates from over 130 countries. “In the coming two days,” he explained, “we will contribute to pursuing . . . a project of the century.”

But that was an understatement. China’s Belt and Road Initiative (BRI), pursued to its end, stands to become the project of the century. Its size and reach are staggering. China has promised to spend $1 trillion building new roads, railways, and other infrastructure beyond its borders. Adjusted for inflation, that is roughly seven times what the United States spent through the Marshall Plan to rebuild western Europe after World War II. It is five times as much as the Trump administration proposed and failed to persuade Congress to provide for infrastructure within the United States. The contrast is striking: the world’s leading power no longer leads, while its rising power charts a course to the center of everything.1

It is impossible to fathom the BRI without a map. When Xi announced the BRI in 2013, it had two key aspects: an overland “belt” across the Eurasian supercontinent and, somewhat confusingly, a maritime “road” across the Indian Ocean and up to Europe via the Suez Canal. Originally called “One Belt, One Road,” its purported aims are to deepen trade, investment, policy coordination, and even cultural ties. These new connections all have one thing in common: they lead to China.

Xi’s vision is constrained by neither geography nor even gravity. Since its announcement, the BRI has stretched into the Arctic, cyberspace, and outer space. The list of participants has grown to exceed 130 nations and includes not only China’s neighbors but also most African countries and even countries in Latin America.2 After Governor Jerry Brown of California visited China in June 2017, Chinese state media mischievously speculated that California could join.3

The same forces that powered China’s meteoric rise are now being channeled through the BRI and beyond its borders. Over just a decade, China went from having no high-speed railways to having more than the rest of the world combined. Increasingly, Chinese companies challenge those from Japan, Europe, and other advanced economies for projects in world markets.

The BRI also provides a runway for China’s bloated state-owned companies to take off and parachute into new markets. Between 2011 and 2013, China used more cement than the United States required during the entire twentieth century, and its ability to build now outstrips its domestic needs.4 Home to seven of the world’s ten largest construction companies, China desperately needs to ensure paychecks for its millions of workers.5 The BRI is their safety net.

The BRI has become more than a policy—it is a brand. With such large amounts of investment available, central and local governments, private firms, and nonprofit organizations are incentivized to repackage their work around the BRI. Over one hundred Chinese think tanks are dedicated to studying it. In China, there are “Belt and Road” fashion shows, music festivals, and art exhibits. Belgrade’s annual marathon was added to the Belt and Road Marathon Series. This race was different. “It does not focus on the competition level, but more on friendship, cultural exchange and promoting economic growth,” an organizer explained.6

But for all the attention the BRI receives, it remains poorly understood. A major challenge is that the BRI label evades classification. There is no official definition for what qualifies as a BRI project. There are Chinese-funded projects in nonparticipant countries that share many of the same characteristics. The BRI was officially launched in 2013, but projects that were started years earlier are often counted. China’s lending is opaque, leaving observers to piece together bits of information from public sources and keeping many details secret.7

The effort is undeniably bold, and it has been compared to xieyi, a traditional Chinese painting style that uses broad brush-strokes to capture emotions rather than minute details. In 2018, at a speech marking the fifth anniversary of the BRI, Xi called for moving from that style to the gongbi style, a realistic technique that produces meticulous paintings.8 It was a clever way of acknowledging that many details still needed to be worked out. When viewed up close, the BRI begins to lose focus.

Grasping in the Dark

As in the parable of the blind men and the elephant, observers have struggled to describe the BRI because they have latched onto different parts of this beast.9 Some feel a gift horse, and they are content to accept it with flaws. Many of China’s partner countries have few options for meeting their investment needs. Developing Asia alone needs $26 trillion in infrastructure investment by 2030 to maintain growth and adapt to climate change.10 China cannot satisfy those needs, but it is going boldly into markets where few others dare to go.

Some feel a beast of burden, a force to pull their own agendas. Multilateral institutions see an opportunity for global development and a chance to expand their own budgets. At the Belt and Road Forum, the World Trade Organization signed an agreement with China, as did the World Bank, the World Health Organization, and other international agencies. Top officials at the United Nations (UN) have embraced the BRI, declaring that it supports the UN’s 2030 development agenda and even producing a cartoon that extolls its benefits.11

Some feel a golden goose. The CEO of the German conglomerate Siemens has called the BRI “the next World Trade Organization.” Herbert Smith Freehills, an elite international law firm, has assembled a working group of over eighty lawyers for BRI projects.12 The management consulting firm McKinsey has found opportunities on both sides of the negotiating table, advising Chinese state-owned companies as well as recipient countries on major deals. HSBC and other major financial institutions have assembled BRI teams to source deals and make friends in Beijing.

Some feel a trojan horse. When HSBC’s official Twitter account asked, “What do you think of when you hear the term Belt and Road?” it opened the floodgates to a wave of negative responses, which included “Imperialism,” “neocolonialism,” and “China exporting debt,” among others.13 Twitter is full of snark and outrage, but U.S. government warnings about the BRI are not so different. “China is diligently building an international network of coercion through predatory economics to expand its sphere of influence,” then-acting U.S. Secretary of Defense Patrick Shanahan said in 2019, pointing to suspicious port investments in the Indian Ocean.14

Some sense that the elephant is white. Fitch, the ratings agency, was one of the first dissenting voices to suggest that economics might be taking a backseat to politics along the BRI. “Chinese banks do not have a track record of allocating resources efficiently at home, especially in relation to infrastructure projects—they are unlikely to have more success overseas,” it pointed out.15 Leaders are eager to announce new projects to reward supporters and cement their legacies. China’s massive firms are happy to build them, regardless of their commercial or strategic value. Both sides exploit the lag between opportunity and accountability. When the bill comes due, it will be someone else’s problem.

There are elements of truth to each of these perspectives, but none fully captures the creature in question. No single perspective can. The BRI is a global initiative, but its contours depend on local context. Some projects help development. Others serve China’s strategic aims. Some will do both. Other projects will fail outright. If the BRI is a painting, each country is a unique canvas, shaped by geography and colored with its own history and culture. Seeing the BRI as it is requires traveling to the places where it is unfolding. Discerning its unique qualities, and imagining what it could become, requires an appreciation for what has come before it.

The Education of a Rising Power

Weaving together history and fieldwork in sixteen countries, this is a book about China outside of China.16 It provides a middle view that is often missing between cotemporary high-level views of China’s foreign activities and the messier reality on the ground.17 I focus primarily on the Eurasian supercontinent because it has attracted the majority of Chinese investment and construction spending since the Belt and Road was announced.18 It is also where most of the world’s people and economic output reside. Many hot spots and flagship projects are included, but more places surely deserve attention.

This book, at its core, is about power. I focus on China’s infrastructure projects because they are the carrot for convincing countries to participate, the spoils for China’s national champions, and the source of the West’s greatest anxieties about the BRI. Every project is a negotiation, and the most contested are windows into society. They reflect the ambitions and flaws of their designers. They are conduits for resources and symbols of prestige. They can reshape relations within and between countries, for better or worse.

The painting that emerges in these pages is not the one of global goodwill promoted in Beijing, nor the one of strategic cunning perceived in Washington. From sweeping maps to individual investments, relatively little has been done to verify whether China’s activities actually match its aspirations. The challenge is understandable. The BRI is opaque and vague by design. But grasping in the dark, many observers have imposed order where it does not exist. Chinese officials have only a loose grip on the brush, and others have been happy to fill in the details for them. That is changing, as China learns, but the difficulties it faces are enormous.

Around the world, China is retracing the footsteps of colonial powers and repeating their mistakes. Cleverly, Chinese officials cloak their efforts in “Silk Road” caravans and other romanticized images of ancient times, but as Chapter 2 argues, there is a more recent period that urges caution. During the great-power competition that lasted from the mid-nineteenth century to World War I, western powers pursued major infrastructure projects to expand their influence at the expense of indigenous people, the environment, and economic stability. As a weaker state, China resisted strategies similar to those it now employs as a rising power.19

Despite these imperial echoes, this is not a story about China’s domination but its education as a rising power. China’s tool of choice, infrastructure, is appealing to developing countries but incredibly difficult to deliver. Even in the best business environments, most large projects cost more than expected, take longer than expected, and deliver fewer benefits than expected. Infrastructure is often touted as a solution to society’s employment and productivity woes, but the reality is that done poorly, projects destroy more value than they create.20

I once put that argument to a room full of Chinese officials responsible for planning the BRI’s initial stages. I had been asked to come and present my research on their initiative. It felt like being asked to tell Thomas Edison about lightbulbs, but I wanted to see how they would react. The answer? Blank stares. Apparently, the notion that bad projects might ultimately leave people and places worse off just did not compute. After all, China’s own rise has been fueled by dramatic infrastructure spending. Its top leaders have all ascended in a system that rewards GDP growth, which they have learned to boost through building infrastructure.21

These incentives favor quantity over quality, masking longer-term costs. Within China, “ghost cities” artificially boost growth figures and then sit unused. The same playbook that Chinese planners have used at home, where they have fewer checks on their authority, faces even greater challenges abroad. Risks are so high and widespread along the BRI that three out of four participating countries have sovereign-debt ratings that are either junk or not rated.22 As the financial and reputational costs of failed projects mount, China is beginning to appreciate why Western countries pool their resources through the World Bank and other multilateral institutions and put safeguards in place.

“The Asiatic Invasion”

A century ago, the British geographer Halford Mackinder, sometimes called the father of modern geopolitics, pondered, “Is not the pivot region of the world’s politics . . . that vast area of Euro-Asia which is inaccessible to ships, but in antiquity lay open to the horse-riding nomads, and is to-day about to be covered with a network of railways?”23 That prediction did not foresee World War I, which derailed not only Eurasian railways but global integration more generally. Suddenly, Mackinder’s words sound plausible again. Thanks to generous Chinese subsidies, regular railway services have sprung up to connect nearly sixty Chinese cities with nearly fifty European cities.24

If China is answering Mackinder’s question, the consequences could be monumental. He believed that Eurasia was the “geographical pivot of history” and that whoever controlled its heartlands controlled the world. In truth, what Mackinder called the “world island” never stopped mattering. Two decades ago, the former U.S. national security advisor Zbigniew Brzezinski argued, “Eurasia is thus the chessboard on which the struggle for global primacy continues to be played.”25 At the time, China was a regional power mostly confined to the Far East. It is now a global power pushing west.

For China, Europe is the prize at the end of the supercontinent, but as Chapters 3–5 explain, treacherous terrain stands in the way. The challenges begin at China’s doorstep. As I learned when crossing Central Asia’s borders on foot and while hitching a ride across the Caspian Sea, the BRI is a middleman’s dream. Its megaprojects offer ample opportunities for bribery, kickbacks, and theft. These challenges are hardly limited to Central Asia. Indeed, the problem is not simply corruption where China aims to go but how it aims to get there: building massive projects with little transparency and accountability.

Corruption is a feature, not a bug, of the BRI’s design. As a former president of China Export-Import Bank said in 2007, “We have a saying: If the water is too clear, you don’t catch any fish.”26 Giving Chinese companies an advantage by limiting outside scrutiny and competition might seem clever but could backfire spectacularly in the future. When projects are poorly chosen—because of political or corrupt considerations—and do not generate sufficient returns, recipients struggle to pay back loans. Scandals reveal the true beneficiaries of these deals, and popular resentment grows. When the water is murky, you cannot see the bottom.

Russia is the gatekeeper for China’s overland ambitions, straddling as it does eleven time zones across the top of the Eurasian supercontinent and with deep ties to Central Asia; no other country is better positioned to spoil China’s eastward expansion. But Russia, economically and diplomatically isolated from the West, has few options. Xi and Putin have met over thirty times while in office, elevating their countries’ relations faster and higher than ever before. They now tout a strategic partnership, relishing the alarm this triggers in Western capitals.

But one of the most visible symbols of the two countries’ economic partnership, a new bridge across the Amur River, hints at lasting divisions. Separated by less than a mile, each side feels like a different world. When I visited, the Chinese were amused that a foreigner was interested in their project. On the Russian side of the bridge, soldiers informed me that it was a “strategic project” and strictly off-limits. Thanking them, I turned to leave. “But you are already here,” their leader pronounced, turning my sightseeing trip into a day-long interrogation. U.S. policy makers could use Russia’s insecurities to stoke competition with China, but unintentionally, they have been pushing these historical enemies together.

Central and eastern Europe are the bridgehead to Europe. To make inroads, China brings together seventeen central and eastern European heads of state every year. This “17+1” format, which includes EU and non-EU members, is deceptively designed. It gives the outward impression of multilateralism, but in practice, Chinese officials use these gatherings to strike bilateral deals. China’s checkbook disproportionately favors the non-EU governments, where investment rules are less transparent and open, causing European officials to worry that China is creeping through a “Balkan back door.”

China’s divisive push into the European Union’s neighborhood could eventually help unite it.27 The EU has ramped up investment screening, branded China a “strategic competitor,” and launched its own connectivity initiative.28 These are small steps; but they reflect a growing consensus, and their direction is clear. Some EU officials are beginning to view China’s economic toolkit as seriously as they view Russia’s military. Mackinder would recognize this threat as an opportunity, a common cause around which to rally. “European civilization is,” he argued, “the outcome of the secular struggle against Asiatic invasion.”29

“The Pivot upon Which Everything Turned”

Alfred Thayer Mahan, the most influential American strategist of the nineteenth century, would view the BRI’s maritime activities with suspicion.30 Unlike Mackinder, Mahan believed that history hinges on control of the sea. In his landmark study on sea power, Mahan approvingly quotes George Washington writing to Benjamin Franklin that “naval superiority . . . was the pivot upon which everything turned.”31 The most important source of that power, Mahan believed, was the tendency to trade. As the world’s largest trader and home to the second-largest merchant fleet, China has already arrived as a commercial naval power.32 Given that 90 percent of world trade travels by sea, the BRI’s maritime dimensions are likely to be more consequential than its overland dimensions. In that respect, we are still living in Mahan’s world, not returning to Marco Polo’s anytime soon.

China’s path to the sea is contested, however, as Chapters 6–8 explain. Its overland and maritime ambitions converge in South and Southeast Asia, where it faces fierce competition from regional powers. Australia, Japan, India, and the United States are all working to provide alternatives to Chinese investment. Still, China is often its own worst enemy. Where the facts on the ground have not suited its position, it has changed the ground, creating artificial islands in the South China Sea and militarizing them with runways and missiles. Most countries want China’s investment and trade but find its increasingly aggressive behavior alarming. China’s partners might be smaller, but they are no less savvy. Many have far more experience dealing with outside powers than China has experience acting as one.

In Southeast Asia, China is pushing to forge new north-south connections, while Japan is defending its east-west connections. Southeast Asian countries have turned this contest into their own investment buffet. No one knows the game better than Mahathir Mohamad, Malaysia’s former prime minister, who courted Japanese investment when he first took office in the 1980s. “The powerful will take what they will, the weak will yield what they must,” Mahathir reflected in July 2018, paraphrasing the Greek historian Thucydides to describe the challenge that China presents.33 But Mahathir was being sly and downplaying the strength of his hand. In Southeast Asia, the powerful pay what they must, and the weak take what they can.

In South Asia, the flagship of China’s BRI may become its greatest test. Xi has put his personal stamp on the China-Pakistan Economic Corridor (CPEC), traveling to Islamabad in April 2015 to cement the two countries’ “all-weather strategic cooperative partnership” and sign a host of agreements. But after ballooning to a mythical $100 billion, CPEC has drifted back to earth and delivered only a fraction of its initial promise. Dangerously, China is betting it can succeed where the United States and international community have failed for decades.

If Chinese loans were cigarettes, Sri Lanka’s Hambantota Port would be the cancerous lung on the warning label. Mahinda Rajapaksa, Sri Lanka’s blindingly ambitious prime minister, borrowed heavily to build the port and other projects that carry his name and are hardly used. After China took a controlling ownership stake and a ninety-nine-year lease for the port, U.S. officials seized on the example to illustrate the perils of China’s “debt diplomacy.”34 But these critiques give China too much credit and overlook the agency of recipient countries, where most solutions reside. The true story of Hambantota Port, as Chapter 8 recounts, is more chaotic than strategic and more Shakespearean drama than spy thriller.

Risk and Reward

Warnings about the “next Hambantota” miss an even bigger prize: digital infrastructure. Mackinder and Mahan, for all their wisdom, did not live in a world of airpower, let alone cyber power. While Western capitals debate the risks of allowing Chinese technology into their next-generation wireless networks, Chinese firms are rapidly connecting the world’s next-generation markets, as Chapter 9 explains. In East Africa, Chinese firms are laying underseas cables, equipping cities with surveillance cameras, and building wireless networks. On Maslow’s hierarchy of digital needs, network security is secondary to cost, positioning China’s tech champions to grow globally even if their Western presence withers.

New connections, physical and digital, also produce unintended consequences. Eurasia’s ancient routes carried not only silk and horses but also Mongol invaders and the bubonic plague. Recent viral outbreaks have been concentrated in areas of Asia where burgeoning animal and human populations live in close proximity and which China aims to develop and connect with the world. Britain’s vast telegraph network carried not only colonial commands but also nationalists’ potent ideas for change and became “the means of challenging and undermining the very empire that created it,” as the historian Daniel Headrick writes.35

Given this certainty of surprise, the BRI’s sheer scale demands attention. If China succeeds, it will become the most central node in global flows of goods, data, and people. Chinese technical standards, for everything from high-speed railway systems to wireless networks, will become more widely adopted, as will Chinese preferences for environmental and social safeguards, or the lack thereof. China’s military will benefit from expanded global access, and its diplomats will have more levers for influence. China will be stronger to impose its will, and the world will be weaker to resist. Over the longer term, the sum of these changes is not simply a world revised but a world remade. The Middle Kingdom will have returned.

But China is more constrained than its imperial predecessors were, as Chapter 10 explains, and it will struggle to turn Xi’s grand vision into reality. China can co-opt, coerce, and gradually revise the status quo, one artificial island or highway at a time. But like a vampire at the door, China must be welcomed in by its hosts. By necessity, China’s imperialism is incremental and relies on economic means. It is also more vulnerable to scrutiny, and in the coming years, more observers will throw light onto China’s opaque practices. In response, China may end up embracing some of the standards it now resists—not out of goodwill but out of self-interest.

Ironically, if the BRI is overhauled, Western policy makers might eventually regret that Chinese officials took their advice.36 A more focused, higher-quality effort could turn China from a lender of last resort into a preferred partner. It could spread Chinese influence in more targeted areas, from setting technology standards to swaying foreign capitals. It could limit China’s losses. Above all, it could demonstrate that China is succeeding where other great powers have failed.

What is already clear is that the BRI is no Marshall Plan. It is much easier to rebuild developed economies, as the United States did in western Europe after World War II, than to develop economies. The Marshall Plan was a focused effort, concentrated on a narrow set of countries, spanning under five years, and involving a finite set of activities. Since leaving the station, China’s BRI has become a gravy train without a conductor. Its fevered pace has already exceeded China’s ability to accurately measure, let alone manage, these activities. Corruption and rent-seeking are thriving in the chaos. Conceptually, China’s BRI is closer to the War on Terror: poorly defined and ever expanding.

There is no end in sight. Domestically and internationally, Xi has support to forge ahead. A pledge to pursue the BRI was added to the Chinese Communist Party’s constitution in 2017, suggesting that Xi’s vision could extend even beyond his lifetime tenure. At the second Belt and Road Forum, in 2019, Xi addressed an even larger audience of country representatives and heads of state. Unlike the War on Terror, of course, the BRI speaks more directly to the aspirations of developing countries. With few alternatives for investment, even leaders who shook their fists at the BRI while campaigning for office took the stage in Beijing to applaud it.

As long as China has the wallet and the will to build new connections beyond its borders, it will have opportunities to do so. The question is whether the BRI will add to China’s power or detract from it. That hinges on China having the discipline to choose the right projects and walk away from the wrong ones. In the BRI’s first six years, its mission has not merely creeped but cascaded. Mistakes were surfacing even before the coronavirus pandemic paralyzed the global economy in 2020, exacerbating the BRI’s preexisting conditions and revealing how the very connections it aims to strengthen carry both promise and peril.

As the following chapters show, the BRI is an imperial project in the rewards that China could reap as well as in the risks it faces. Before all roads lead to Beijing, Xi may be overreaching.
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Eastern Telegraph Company’s System and Its General Connections, 1901

A.B.C. Telegraphic Code, 5th ed.


CHAPTER TWO

Imperial Echoes

Technology and the Struggle for Control

IF YOU LISTEN CLOSELY, history sometimes more than rhymes. The trick is knowing where, or rather when, to put your ear. Quoting famous explorers like Marco Polo and Ibn Battuta and flashing images of camels and desert caravans, Chinese officials have cloaked the BRI in romanticized notions of the Silk Road. The ancient silk routes set a high-water mark for connectivity in their time, but they were primarily a continental phenomenon focused on overland trade as opposed to a truly global phenomenon where maritime trade dominates, as it has since the sixteenth century. It is a brilliant marketing device, but in critical respects—politically, economically, and technologically—it is misleading.

A more accurate—and alarming—parallel is the great-power competition that lasted from the mid-nineteenth century to World War I, an imperial contest masterfully chronicled by the historian Daniel Headrick.1 Many of the BRI’s key technologies—deepwater ports, high-speed railways, and fiber-optic cables—are direct descendants of technology that Western powers leveraged during this period to expand their access to foreign markets. The costs, unintended consequences, and challenges faced by strong and weak states are telling as well. The world’s ruling and rising powers pursued major infrastructure projects to expand their influence at the expense of indigenous people, the environment, and economic stability. As a weaker state, China resisted strategies similar to those it now employs as a rising power.2

The echoes are loudest on the ground, where China is figuratively and sometimes literally retracing the steps of imperial powers. In 2018, China began manufacturing a new fiber-optic cable, the Pakistan and East Africa Cable Express, or PEACE, which will become the shortest route for high-speed internet traffic between China and Africa.3 A century and a half ago, Britain was wrapping the world with telegraph cables to protect its colonial interests, including one through Gwadar, the same port town in Pakistan where China’s new cable will begin. China now operates Gwadar’s port as part of the China-Pakistan Economic Corridor, a risky endeavor examined in Chapter 7.

Kenya is another primary stop on the PEACE cable. In 2017, it opened a $3.3 billion railway, its most expensive infrastructure project since independence, built with Chinese financing and by Chinese contractors. As Chapter 9 explains, the railway shuttles passengers from Mombasa to Nairobi, running alongside a railway built by the British in 1901 and, over the objections of environmental groups, through Kenya’s national parks. Privately, World Bank officials say it would have been cheaper to upgrade the British line. A leaked report from Kenya’s auditor general has warned that defaulting on these loans could allow China to take control of Mombasa Port.4

Sri Lanka has become the poster child for risky borrowing along China’s BRI, a controversy that Chapter 8 examines. In December 2017, a Chinese state-owned enterprise took over a deepwater port in Hambantota, a small fishing town on Sri Lanka’s southern coast. The port was never intended to be Chinese owned and operated, but it was Chinese financed and built, adding to a debt that Sri Lanka could not repay.5 China now has a ninety-nine-year lease, the same length that Britain once secured for Hong Kong. No one needs to draw this connection for Sri Lankans, who won their independence from British colonial rule seventy years ago.

These flagship projects are just a few episodes in China’s BRI, a global drama that is still unfolding, yet they evoke familiar plotlines. Since ancient times, infrastructure has been not only a feature or by-product of empire but also a tool for imperial expansion.6 Rome built a network of roads to carry commerce, information, and the most formidable soldiers in antiquity across an expanding domain. The same road network that Darius the Great used to control the Persian Empire in the fifth century BC was used by Alexander the Great to conquer it two hundred years later. At the height of the ancient silk routes, the Mongol Empire established a network of postal roads that carried messengers and envoys.

Two challenges run through this history to the present, and technology is at the center of both. Great powers face the challenge of improving connectivity while maintaining control. For most of history, physical distance and terrain shaped communication possibilities. The time to send a message from one town to another was the time it took to travel, on foot or horseback, between those towns. Transportation and communication infrastructure were one and the same. The emergence of the telegraph broke that relationship, leapfrogging communication ahead of transportation for the first time. But far from resolving the tension between connectivity and control, the telegraph and its successors have only further complicated it.

Weaker states face the challenge of developing economically while maintaining their independence. Infrastructure projects hold out the promise of growth, connecting communities and serving as the backbone of modern economies. Foreign powers can offer financing, expertise, and technology that would otherwise be unavailable. But foreign assistance rarely comes without strings attached, and the construction of a project is not the same as transferring the knowledge required to build and operate it. The promise of new infrastructure is almost universally attractive, but for states courting foreign investment, the benefits are easy to exaggerate, while the true costs and risks are often downplayed.

The most striking change is that China, having played the role of the weaker state, is now grappling with the challenges that accompany its rising power and expanding global footprint. The script has been flipped, although as with all historical comparisons, there are important differences. New technologies open avenues for influence, while international institutions and norms moderate today’s global connectivity competition.

To understand these challenges, there is no better year to begin than 1869, when three megaprojects shrank the world. The U.S. transcontinental railway, the Suez Canal, and the Indo-European Telegraph leveraged new technologies to carry people, goods, and information faster than ever before. In the West, these projects are popularly remembered as symbols of progress. In hindsight, the story looks very different, not only from the perspective of the weaker states, which often sacrificed political autonomy for relatively little economically, but also from the vantage point of the great powers themselves, whose overwhelming drive to build and expand concealed risks lurking beneath the surface. Every connection brings disruption, and no one foresaw how these projects, and the new technologies they harnessed, would unfold.

“A Province Conquered”

Cannons erupted on November 17, 1869, as a French imperial yacht L’Aigle (the Eagle) was scheduled to begin the first journey through the newly created Suez Canal. Empress Eugenie, the wife of Napoleon III, was sitting aboard. Behind the French yacht, a flotilla of forty ships carried European diplomats and royalty, including the emperor of Austria, the crown prince of Prussia, and the princes of the Netherlands and Hanover.7 The idea of linking the Mediterranean and the Red Sea had captivated rulers from the pharaohs to Napoleon, but the former considered it impossible and the latter too costly. The project became the world’s most expensive infrastructure project after a decade of deal making, construction delays, and cost overruns. Finally, the moment had arrived.

The Suez was so historic that a representative from the Vatican blessed the canal a day before its opening. “A time has arrived which is not just one of the most solemn of the century,” he began, “but also one of the greatest and most decisive that mankind has seen since the beginning of its history here.” The canal was bringing the West and the East closer together, and he speculated that political harmony could follow. He concluded by urging, “let us turn our thoughts not just to the image of each country but to the grandeur of the whole of humanity.”8

That message evaporated literally overnight. Under the cover of darkness, a British naval ship, the HMS Newport, maneuvered out of its assigned spot. When the sun rose, it was sitting at the front of the line, ahead of even the imperial French yacht, and positioned so it was impossible for other ships to pass. Empress Eu-genie was forced to watch the British ship glide into the canal first. The ship’s captain, George Nares, was officially reprimanded but privately praised by his superiors and later promoted. From the moment the canal opened, rather than moderating the global competition for influence, the Suez only intensified it.

The Suez was also a massive bet on technological trends. When the project began, most of the world’s ships were powered by wind. Twenty years after its completion, steam power was dominant on the world’s seas, a trend the canal both harnessed and accelerated.9 It was also steam power that carved the canal out of the desert. Specially designed dredges pumped mud out of the canal, barges shuttled heavy equipment, and locomotives replaced camels and mules. Much of the work was carried out in previously inaccessible areas and sweltering heat. “The Suez Canal is not only a waterway, it is a province conquered from the desert,” bragged a former general counsel of the Suez Canal Company, which built and operated the canal until the 1956 Suez Crisis.10

Few projects in history have bent geography as the Suez did. Previously, a ship sailing from Asia to Europe was required to go around the Cape of Good Hope, a distance the canal cut in half. As a correspondent for the New York Times noted, “It is to Europe what a new Pacific Railroad . . . is to the United States.”11 The canal was many things: a marvel of modern engineering, a giant shortcut for commerce in a flattening world, and a fast lane for European powers to push farther into Asia.12

The canal brought the world closer together, but it delivered surprisingly little for Egypt, the country at its center. In the 1850s, to finance a modernization push, the Egyptian government ventured deeply and dangerously into international capital markets. If Egypt’s rulers were aware of the risks, the outside money was too tempting to refuse, and they basked in the attention that came with announcing new projects. Mohamed Sa’id Pasha, the khedive of Egypt and Sudan when the canal was started, arranged for Egypt’s first loans and spent lavishly. When he died in 1863, the government’s debt had risen to five times its tax revenue.13 His nephew and successor, Isma’il Pasha, continued the spending spree, including borrowing $1 million for the canal’s opening celebrations.14

Both Sa’id and Isma’il had promised that the canal belonged to Egypt, but the deal to build the canal was designed to extract local value rather than create it.15 The ninety-nine-year concession agreement was slanted toward the Suez Canal Company, which assumed all costs but gained the lion’s share of future earnings. Under the deal, Egypt received 15 percent of the company’s annual profits, the company’s founders received 10 percent, and its shareholders received 75 percent. The route for the canal had not been decided, but the agreement gave the Suez Company expansive land rights and twenty thousand unpaid laborers each year.16 The company was assuming a great risk, pioneering the largest infrastructure project in history; but its powers were vast, and the potential rewards were far from equitably shared.

Nor was the technology that created the canal meaningfully diffused among the greater Egyptian population. The Suez Company complained that local staff lacked essential skills, and rather than train them, it preferred to recruit workers from Europe.17 At the canal’s blessing, the Vatican representative claimed, “Egypt, destined to reap the first of the fruits of this great labour, will call you the one who brought about her renaissance, and history will reserve a glorious and truly earned page for the Khedive Ismail.”18 Egyptians benefited from improved water systems but gained only a fraction of the human capital they had been promised. Like the canal itself, the technological “renaissance” ran through Egypt, but it was not diffused throughout it.

Meanwhile, Egypt’s infrastructure binge was eroding its sovereignty. Its external debt increased twenty-three-fold between 1862 and 1875, when Egypt was forced to sell its 45 percent stake in the Suez Canal to Britain.19 After Egypt went bankrupt the following year, representatives from Britain and France were put in charge of the government’s revenue and expenditures. In 1882, Britain invaded and colonized Egypt.

The canal’s impact on global trade was unexpected. To the horror of the canal’s French backers, British ships captured most of the gains. As steamships became dominant, Britain had the ship-building capabilities and capital to expand its fleet. France and other European governments, including Italy, Russia, and Austria-Hungary, all expected that their proximity to the canal would come at Britain’s expense. But Britain’s distance from the canal proved a boon. Its ships had better-balanced flows of goods, especially to the East, where they carried manufactured goods and textiles from India. British ships carried 60 percent of the canal’s total tonnage during its first year of operation and 80 percent in 1880. The canal was “cut by French energy and Egyptian money for British advantage,” the Economist quipped.20

The Suez intensified foreign competition in China. Thanks to the canal and the rise of steamships, Western merchants were able to reach China faster and fill their ships with greater volumes of goods, putting pressure on the existing system of treaty ports.21 That commercial pressure, which brought more steamships and foreigners to China’s shores, and subsequent military action expanded the number of ports in the following decades. Fifty years later, there were thirty-two ports open to foreign trade, and by 1917, the number had ballooned to ninety-two, including sixty-nine formal treaty ports.22 Naturally, foreign competition did not stop at the water’s edge.

Greater activity at China’s ports increased the demand for access to its interior. Chinese authorities sought to limit foreign access to the treaty ports, but as foreign trade increased, so did requests for better infrastructure to support the ports. Western traders wanted railways to shuttle cargo and raw materials, especially coal to fuel their ships and telegraph lines to communicate with the mainland and receive orders from home.23 Both technologies were popular in the West, but the Chinese government rightfully viewed its foreign backers with suspicion. In London, a Chinese diplomat was alarmed to discover a public report with a map that included a proposed railway network running through his country. “Then I first realized that their ambitions were not limited to occupying the treaty ports,” he later wrote.24

China’s ambitions are now being questioned as it pushes into ports around the world. In Greece, China has used its checkbook to take the port of Piraeus, as Chapter 5 details, accomplishing what the Persian King Xerxes failed to do with overwhelming force twenty-five hundred years ago. China’s projects in Pakistan, Kenya, and Sri Lanka—mentioned earlier and examined in greater detail in Chapters 7, 8, and 9—illustrate its growing reach and associated risks. In Djibouti, China has built a shipping terminal next to its first military base on foreign soil, and U.S. officials worry it will take control of another shipping terminal, as Chapter 9 also explains. China does not “occupy” these ports in the same way colonial powers did, of course, but the BRI’s aims are even more expansive.

“The People Insist”

Six months before the Suez Canal bridged two seas, a connection forged of steel caught the world’s attention. On May 10, 1869, Leland Stanford, a California business magnate, drove a golden stake into the ground at Promontory Summit, Utah, connecting the Union Pacific and Central Pacific railways and completing the world’s first transcontinental railway. For a country that had been at war with itself four years earlier, the railway was a potent symbol. The United States was healing divisions, racing west to fulfill its destiny, and conquering time and space with new technologies. Only later would the railway’s true costs become clearer.25

The United States’ transcontinental railways were not kind to those who lived in their path or to those who built them. Carrying troops and settlers, the railways expedited the breakup and deaths of western Native tribes. Railway workers endured long hours and dangerous conditions for little pay. Many of them were foreign, including thousands of Chinese workers, who were discriminated against and forced to pay for their own lodging, food, and tools. Hundreds of them died.26 Chinese workers even partially drove the final spike into the ground so that Leland Stanford and the other VIPs taking ceremonial swings would not lose any dignity, and after the ceremony, they replaced the golden spike with standard equipment.27

Like China’s BRI, the expansion of the railroad was made possible in the first place by cozy relations between government and large corporations. In 1862, President Abraham Lincoln signed the Pacific Railway Act, which issued land grants directly to corporations for the first time. Among other subsidies, the government provided a series of land grants that, if combined today, would be larger than California.28 But lacking transparency and effective oversight, this cooperation led to corruption. Most infamously, the construction company Credit Mobilier inflated its fees and bribed American politicians with cash and discounted stock. Among those paid were the secretary of the treasury, the vice president, and four senators. Kickbacks also secured the support of state legislators and judges, who had threatened to hold up projects.

Speed was prized above safety. U.S. land grants and loans required completing projects, which incentivized using temporary wooden structures and other short-term solutions. Railway executives publicly challenged their competitors to see who could build fastest. In 1869, the head of the Central Pacific Railroad company won a bet by pushing his workers to lay ten miles of track in a single day.29 It was not long before the emphasis on quantity over quality showed. Bridges failed, engine boilers exploded, and trains derailed. Mismanaged timetables and single-tracked routes led to deadly train collisions.30 During the same period in Britain, railway engineers painstakingly ensured that tracks were as close to level as possible. The process was slower and more expensive in the short term; but these projects lasted longer, and many of the bridges and tunnels that were built in Britain then remain in use today.

As more track appeared than the market needed, the value of everything the railways carried was distorted. New land was eagerly exploited, and wheat, cattle, coal, and silver production skyrocketed. Towns like Dodge City, Kansas, grew rapidly as they were connected to markets in the east of the country. Later, as the railways moved farther west and closer to sources of cattle and other commodities, many boom towns went bust. The Dakotas became a natural experiment in state support, as the historian Richard White recounts in Railroaded.31 In South Dakota, railways emerged more gradually to meet demand, and farmers settled in areas that were more naturally advantageous for their crops. But in North Dakota, land grants and subsidies encouraged rapid construction, driving up land prices and oversettling less fertile land.

Early signs suggest that China’s BRI will suffer from similar excesses. Between one-third and half of Chinese transportation projects in Eurasia generate little value, according to a World Bank study.32 Another World Bank study cautioned that Azerbaijan, Mongolia, and Tajikistan, all early supporters of the BRI, stand to lose because infrastructure costs are likely to exceed the potential gains.33 New railway services from China to Europe, as Chapter 3 explains, often win positive headlines for China’s BRI, but they are heavily subsidized and face structural challenges. In Southeast Asia, covered in Chapter 6, China is building massive railways with troubling social costs and questionable economic value.

The United States’ railway misadventure shows how economic missteps can give way to environmental disasters. Land was overfarmed and overgrazed. Mining companies dammed rivers, dynamited mountains, and poisoned soil and water. Hunters killed buffalo for their hides and meat and merely for sport, driving them almost to extinction. The destruction that U.S. railways wrought was not ignored as much as celebrated. During an eighteen-month stretch, a Kansas Pacific Railway contractor, William Cody, killed 4,280 buffaloes to feed workers, earning him the nickname “Buffalo Bill.”

Just as Chinese officials dare not challenge the BRI, the United States’ westward expansion was rarely questioned after it began. As Harper’s reported in 1867, “The work is now one of such national importance that the people insist upon its vigorous prosecution as positively as they insisted on the prosecution of the last war.”34 There could be no turning back or slowing down. Main lines branched into trunk lines, which gave way to local lines. During the 1860s alone, twenty-two thousand miles of new track were built in the United States, a feat that was nearly doubled the following decade. Construction begat construction. Few people, if anyone, understood how all the pieces fit together.

Even fewer noticed the financial risks that were accumulating. U.S. railway excesses brought the U.S. economy to its knees—not once but twice. In 1873, a European stock-market crisis led investors to dump U.S. railway bonds. With railway companies unable to find more buyers for their bonds, many of them failed, as did one of the nation’s largest banks. The railway bubble burst again in 1893, leading to the deepest depression up to that point in U.S. history.

Chinese workers completed the world’s first transcontinental railway in the United States, but it would take another decade before China began to build its first railway, let alone a national railway network. During the 1860s, several foreign companies proposed building new lines in China, but the Qing government rejected all of them. Frustrated, some Western officials took the rejections as evidence of China’s backwardness. But the Qing government’s caution was much more rational, and strategic, than Western officials realized. Chinese authorities were more concerned about foreign influence than about the technology itself.

Chinese officials understood that the railways would bring economic disruptions and could allow foreign powers to expand their access and influence into mainland China. “If ever a railroad exists on Chinese territory, it must be a Chinese and not a foreign undertaking,” a provincial governor explained in 1865.”35 They also worried that any damage to foreign projects within China would be used to justify intervention and to extract additional concessions. As one Chinese official wrote, “It will ruin the field and destroy the livelihood of our people. The people’s anger will be aroused and they will band together and fight. . . . If the foreigners claim they can look after and protect railways, we must reply that Chinese officials cannot forbid the people [to attack the railways] and will not pay indemnities.” Those very fears would be realized decades later during the Boxer Rebellion, when foreign powers took further territorial concessions at the expense of Chinese sovereignty.36

Misreading this situation, Western companies believed they could win over the Chinese government by simply demonstrating the railway’s commercial potential. In 1873, a British firm considered giving the emperor of China a railway as a wedding present, an idea that was publicly supported by several British nobility. “The Emperor of China is not likely to come to Europe to see railways, so it is proposed to take the railway to him,” a British newspaper explained. “If the railway itself were brought within reach of the personal knowledge of the Emperor and his Court, the present hesitation (and whatever there may be left of opposition) would soon give place to an enthusiastic desire for railway travelling.”37 The British chargé d’affaires in Beijing discouraged the idea, which faded away as less generous schemes moved forward.

While some Western companies tried persuasion, others decided to ask forgiveness rather than permission. In 1872, a senior U.S. diplomat in Shanghai, O. B. Bradford, began leasing land for the construction of a “carriage road” from Shanghai’s waterfront into the city. To avoid violating a U.S. treaty with China, Bradford sold his lease to a British firm, which concealed its true purpose under a front organization named “Woosung Road Company.”38 By mid-February 1878, the company laid about a mile of railway track. Ignoring the objections of the local authorities after the project was discovered, it imported a locomotive, began operations, and continued extending the line until August, when a Chinese man walked in front of the train and was killed.

Both sides were eager to defuse tensions, and they reached a deal allowing the Chinese government to purchase the railway. The Chinese were satisfied because they reasserted control, making the foreign project their own. The British were satisfied because they believed that the project had served its purpose. The Woosung Road Company even made a handsome profit, in a fraction of the normal time. Before the railway was halted, it was carrying enough passengers that it became commercially profitable. This commercial success, its British backers assumed, would naturally lead to more railway projects.

What the Qing government did next shocked the British. It began disassembling the railway, a move that the British viewed as the very antithesis of progress. In fact, Chinese officials had local economic interests to protect. The railway could carry cargo that would otherwise travel along Woosung Creek on Chinese vessels.39 Chinese officials also worried that foreign companies would use the line to smuggle goods between Shanghai and Woosung and that more railways would quickly follow.40 In seeking to avoid the railway’s disruption, Chinese officials understood the unintended consequences of railways even better than their Western counterparts did.

Recognizing that the Woosung railway was built by foreign companies to serve foreign interests, Chinese officials attempted to transform the project to better serve their own interests. They planned to reassemble the railway in Formosa (Taiwan) to strengthen its defense from attack. The rails were moved but never reassembled, perhaps due to a lack of funding.41 After the Woosung’s removal, a handful of rail projects emerged in the following two decades, but it would take a military defeat to shift the government’s position.

At the outbreak of the Sino-Japanese War in 1894, the Qing government had less than two hundred miles of rail, and its defeat marked a major turning point in the government’s industrial policy.42 Chinese officials singled out railways, and Japan’s successful modernization program, as a key element of national power. Tellingly, the government body responsible for China’s foreign affairs was put in charge of railway matters.43 Just as foreign threats shaped the Qing’s early railway policy, which was mainly defensive and sought to limit the influence of foreign powers, they brought about a major shift at the end of the nineteenth century.44

That shift put China in a position that is even more familiar to many of its partners along the BRI. Building railways required foreign capital and expertise, and China was lacking both. It began borrowing heavily. Early loans typically had interest rates in the range of 5–6 percent and ran for thirty years, but later commitments were higher interest and shorter duration. A particularly egregious example was a single-year loan at 9.5 percent interest—the infrastructure equivalent of modern payday-lending scams.45

As the weaker party in these negotiations, China agreed to terms that favored its larger foreign partners. Lenders also secured construction rights, which they used to extract additional commissions for supplying materials, and rights to railway profits until the loans were repaid. By 1931, foreign loans for railways were approximately half of the Chinese government’s total foreign debt, and nearly 40 percent of those payments were in default.46 China was the victim of the predatory lending practices for which it is now criticized.

“Shout It from the Rooftops”

Like the U.S. transcontinental railway and the Suez Canal, a third global link completed in 1869 would eventually carry far-reaching and unintended consequences. That year, as the British eyed the Suez’s maritime route to India, they were desperate for a reliable telegraph connection.47 In 1853, the British government had begun connecting India’s major cities, and by 1865, India had twenty-eight thousand kilometers of telegraph. British authorities depended on these lines to suppress an uprising two years later, cementing their strategic importance to the empire. At the same time, London was establishing itself as the central node in global telegraph networks, but the empire lacked a fast and reliable link to its crown jewel.

The existing connection’s poor performance reflected the technical challenges of early telegraphy and the Eurasian supercontinent’s geopolitical landscape. In 1865, sending a message from Britain to India took five to six days and involved twelve to fourteen relay stations.48 At each transfer station, staff received, decoded, and physically handed the message to another operator, who recoded and transmitted on the next system.49 Sometimes messages arrived mangled by the operators who had relayed them. It was an international game of telephone before the telephone, and it was expensive to play. A twenty-word message cost five British pounds, or the equivalent of roughly US$800 today.

Early telegraph wires faced design and operation challenges. In the telegraph’s first few decades, there were no international standards, and wires were produced according to various specifications.50 Through trial and error, engineers were still figuring out what materials were best for different climates and how to protect wires against common threats, from ships’ anchors to stormy seas. The first cable to India was laid in two sections, from the Red Sea to Aden and Aden to Karachi.51 Both failed, leaving the British government to rely on a connection laid in 1865 from the Persian Gulf to Constantinople. The Ottoman Empire sat between Britain and its prize possession.

The British government blamed the countries through which the wires passed. As one member of Parliament demanded, something must be done to “avoid the delays, and errors arising from transmission at the hands of those working the present land route, comprising half-educated half-castes, Turks, Austrians, etc., who all combine in mutilating and mangling the plain English of our messages.”52 His colleagues applauded. Others pointed out the risk of espionage as messages traveled across Europe’s chessboard of rivalries.

The solution was more wires touching friendly territory and dedicated operators. In 1866, a select committee appointed by the House of Commons concluded, “That, having regard to the magnitude of the interests—political, commercial and social—involved in the connection between this country and India, it is not expedient that the means of intercommunication by telegraph should be dependent upon any single line, or any single system of wires, in the hands of several foreign governments, and under several distinct responsibilities, however well such services may be conducted as a whole, in time of peace.” The following year, the British government pledged to provide support for surveying new routes to its eastern colonies, negotiating access with foreign governments, and laying cables.53

Sensing a windfall, the Prussian firm Siemens und Halske proposed a new line through Persia and Russia that avoided the Ottoman Empire. It was a family effort for the Siemens brothers. One brother handled negotiations with Britain, another dealt with Russia, a third handled Persia, and a fourth helped automate the process for passing messages between receiving stations. The project was complete in 1869 and went into service the next year. The first message from London to Kolkata took twenty-eight minutes. Ecstatic, Werner Siemens wrote to his brother Carl, “Shout it from the rooftops that the 10 to 12 hours to the Red Sea have been beaten by our one minute to Tehran and 28 minutes to Calcutta.”54 In early 1870, a competing cable was laid via the Red Sea, touching only Egypt and further minimizing Britain’s dependence on foreign territories.55

Before long, Britain’s commercial dominance of global telegraph networks provided strategic dividends. At the turn of the century, the British government developed a separate system of cables, known as the “All Red” routes, which touched only Britain and its possessions. As the network grew, the British treasury opposed some of these projects on economic grounds. But it was largely outmaneuvered by the British Army, Navy, and other defense organizations, which “developed a virtual fetish” for the routes, as the historian Paul Kennedy writes.56 These investments had little commercial value, but they proved prescient in the coming years as competition among Europe’s great powers escalated and finally spiraled out of control.

For German officials, the guns of August were followed by a deadly silence. On August 5, 1914, a day after declaring war on Germany, Britain cut five of Germany’s telegraph cables, which remained disabled for the duration of the war.57 Britain’s advantages stemmed not only from owning and operating physical infrastructure but also from the abilities of its companies and the international standards they set.58 Britain’s largest telegraph company manufactured two-thirds of the cables used during the nineteenth century and almost half thereafter. In 1896, there were thirty cable-laying ships in the world, and twenty-four were British owned.59 Britain’s monopolizing the expertise to lay cables meant that its rivals struggled to repair damaged cables.

What British officials did not foresee was the telegraph’s potential to fracture their empire from the inside out. The Indo-European telegraph cable, and the vast network of which it was a part, carried not only Britain’s colonial commands but also potent ideas for change. Nationalist movements used these tools in their fights for independence, and Britain’s censors were unable to stem the flow of news and communication. As the historian Daniel Headrick explains, “The increasing ability of Indians to acquire and disseminate ideas and information, using the very media of communication that the British had introduced, did not make British rule permanent, but undermined it instead.”60

The vast majority of the world’s governments were eager to adopt the telegraph during the 1860s and 1870s, but the Chinese government worked to prevent and then tightly control its introduction. Considering the new technology, Shen Baozhen, the same Chinese official who later oversaw the dismantling of the Woosung railway, worried in 1865, “It will be even more difficult to prevent dissemination of unfounded rumors in newspapers, frightening people.”61 Like China’s caution with railways, its initial resistance to the telegraph and eventual adoption of it were driven in large part by national security concerns.

Initially, the gravest threat was not the information carried by the telegraph lines but the foreign powers that were eager to build them. As China’s leading foreign-affairs body concluded in 1870, “When foreigners are allowed to take one step forward, they rush ahead. . . . With galloping speed [they will] incessantly attempt to penetrate into the interior and with ever-changing ventures pursue their shrewd schemes.”62 Telegraph wires were even more vulnerable than railways to theft or damage, Chinese officials reasoned, and any loss could invite foreign powers to intervene directly.

Of course, the Qing government’s official position reflected a variety of views, not all of them opposed to the telegraph. There was interest among China’s merchant class in extending the telegraph network, for example, but there were also other reasons for opposition. Provincial officials worried that the telegraph would erode their autonomy by increasing the central government’s responsiveness and demands.63 Foreign diplomats had similar concerns. Officially, British diplomats were among the most active advocates for the introduction of telegraph lines in China. Privately, they expressed concerns about London’s micromanagement of their affairs from afar.64 The representatives of the empire loathed imperiousness when it threatened their own power.

Foreign firms pressed ahead with a series of creative, and legally dubious, attempts to land cables in China. In the late 1860s, Chinese authorities agreed to allow underwater cables that landed on ships. They may have reasoned the underwater cables were less vulnerable to theft and vandalism, or perhaps they recognized they would be unable to prevent the foreign companies from proceeding. Playing a game of red-light, green-light, the foreign firms inched closer to shore without formal permission. They moved from floating vessels to docks, to makeshift structures near the beach, and finally into the open air within the treaty ports and land controlled by foreigners. Among the first open-air cables was a line erected along the path of the Woosung railway. Chinese officials initially ordered it dismantled along with the railway in 1878 but later changed their position.65

By the late 1870s, Chinese officials had begun to recognize that their policy was self-defeating. Initially, they had worried that adopting the telegraph would give foreigners an information advantage. China also lacked the technical expertise to operate, let alone construct, the lines. Foreigners providing those services would have access to Chinese official messages before the intended recipients did. But foreign powers were utilizing that same technology on their shores while they relied on older methods. “Apparently the foreigners are very persistent in their intention to construct telegraph lines,” Shen Baozhen wrote in 1870. “If we merely allow them to construct telegraphs on their own, then when there is a need to communicate on secret matters, they will be informed in one or two days, while after more than ten days have passed, we shall still be ignorant.”66

Security concerns drove the expansion of China’s telegraph network in the following decades. Relying initially on foreign support, especially the Great Northern, a Danish firm, for engineers, supplies, and even teachers for a telegraph school, the Chinese government gradually developed its own expertise. New lines emerged to help address changing security threats.67 During the mid-1880s, reacting to French forces in Vietnam, China added lines in its southern provinces. A decade later, as tensions escalated with Japanese forces in Korea, China built more lines in the north. The technology that was viewed as a dangerous back door for foreign powers became a necessity for keeping foreign powers at bay.

But like the British, the Qing government was unable to dull the other side of the telegraph’s sword. The same wires that carried the central government’s orders also helped the revolutionary groups that sought to overthrow it. In 1911, years of popular resentment and government missteps exploded as Chinese military units and provinces began breaking away from the government. The telegraph was not the cause of the Qing’s fall, but it was a consequential tool, available to groups that protected the status quo as well as forces fighting for change. The same events might have unfolded slowly decades earlier, in the era of couriers on horseback, giving the government time to put down the initial uprising. But with the telegraph, news traveled faster than government forces could, and the uprising became a revolution.68 Having unsuccessfully fought the introduction of the telegraph, the Qing dynasty fell after adopting it.

China’s Turn

China’s experience as a target of colonialism may be more important than its imperial past. During the second half of the nineteenth century, China faced the impossible choice between pursuing its economic aspirations with foreign investment and the political imperative of maintaining its sovereignty. Shortly after suffering defeats to the British, China was understandably too defensive, favoring sovereignty at the expense of new technology that others, including Japan, were successfully adopting. Its caution ultimately became a liability, and it paid a price during the Sino-Japanese War for not developing its railway system, during the Boxer Rebellion for developing that system, and afterward when it borrowed too heavily to catch up.

From President Xi down, Chinese officials uniformly and emphatically reject accusations of colonialism along the BRI. “No matter what stage of development it reaches, China will never seek hegemony or engage in expansion,” Xi explained at the National Communist Party Congress in 2017, a line that other officials have repeated.69 To reassure the world about China’s future intentions, Chinese officials and academics reflexively point to the past, claiming that it is not in China’s “DNA” to colonize other countries.70 Of course, as the Qing dynasty consolidated power, it employed many of the same techniques for control within its expanding contiguous borders as European powers applied outside their own.71

Dangerously, China now confronts the challenge faced by past empires but without having made the same mistakes internationally as those that came before it. In the wake of two world wars, Western powers have established international institutions that set guidelines for foreign lending, capping interest rates and conducting environmental- and social-impact assessments, among other requirements. Chinese officials promise that they care about these objectives as well, but they have been unwilling to implement the same practices.

As Chinese officials respond to criticism about their current infrastructure efforts, they recall this history and cry hypocrisy. After all, today’s developed countries were not required to meet high environmental and social standards when they were developing in the nineteenth and early twentieth centuries. Is the international community now setting a higher bar or a double standard? But this is a dangerous misreading of history. The United States, for example, developed not because of its railway misadventures but in spite of them. Had U.S. railway construction proceeded more slowly, reflecting market needs rather than insider interests, the United States would have enjoyed more of the railway’s benefits with fewer of its costs.

As the following chapters show, the BRI is at root an imperial project, harnessing new technologies to old ends. Some of these are the latest generation of basic technology that was used during the nineteenth century, including automated ports, high-speed rail, and fiber-optic cables. Others could bring more revolutionary changes, including remote sensors that sweep up vast amounts of data and artificial intelligence that sorts it. There is also fundamental tension between the connectivity that Beijing claims to seek through the BRI and the control it is unwilling to give up, as Chapter 10 concludes.

Without a doubt, China’s BRI will carry unintended consequences. Connectivity is often fetishized, viewed in Silicon Valley as a good in itself rather than as a means to an end. The historical record is sobering. The silk routes carried not only spices and ideas but also the bubonic plague.72 Railways were the pride of a divided America and the catalyst for two recessions. Britain’s telegraph wires provided commercial and strategic advantages before hastening the loss of its prized colonial possession. As China races forward with the largest foreign infrastructure push in history, its foreign partners, its competitors, and even its own officials will be surprised.
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CHAPTER THREE

The Crossroads

Central Asia

THE CENTER OF THE world is surprisingly close to the middle of nowhere. In human terms, the center of the world is the city with the smallest average distance to every person on the planet. It is always shifting, as populations fluctuate, but one estimate puts it at Almaty, Kazakhstan.1 The world’s furthest point from any ocean, the middle of nowhere, sits in western China, near its border with Kazakhstan. Geographers call it the “Eurasian point of inaccessibility.”2 Less than a hundred miles away, China and Kazakhstan are making a massive bet to turn that label on its head.

Early one morning in May 2017, I set out from Almaty to visit Khorgos Gateway, a massive industrial zone and logistics facility that straddles the Chinese-Kazakh border. During the three-hour drive, I saw more livestock than people on the road. Every so often, our car slowed to a halt and waited for a herd of goats or sheep to pass. Most wandered the flat green plains unattended. To the south, snow-capped mountains, part of the Tian Shan range, hung in the background like a giant’s lower teeth. The highway was under construction, and smooth new segments interspersed with older stretches that seemed to have more potholes than road.

Just miles away from Khorgos, our car was stopped by police. We pulled over, joining a small line of cars. An officer approached, and rather than waiting inside the car, my driver stepped out. I watched in the mirror as he was escorted away and into the backseat of a police car. He returned a few minutes later, unfazed. I asked what happened. “Money,” he said in Russian, rubbing his thumb and forefingers together as he pulled the car back onto the road. The cost was about a fifth of what I had paid the driver for the ride, and he must have priced the bribe into the fare, because he did not ask for more. The shakedown was as routine as filling up with gas.

“Welcome! How was the drive? Did you meet the police?” my host at Khorgos Gateway said with a smile. Donning orange hard hats, required for touring the grounds, we set out to see the facilities.

“New Dubai”

Before arriving, I had looked at satellite images from 2010, which showed undeveloped brown steppe. The same area is now equipped with customs and immigration facilities and dormitories for thousands of workers, although only 250 were employed in 2018.3 Early promoters of the facility promised it would become a “New Dubai” and projected that by 2020, economic activity at Khorgos would increase twenty-fold, supporting fifty thousand jobs—a dramatic transformation that has yet to occur.4 The nearby town of Nurkent, which had twelve hundred residents at the end of 2017, is optimistically projected to grow to one hundred thousand by 2035.5 Kazakhstan is building it, but on this steppe of dreams, it is far from guaranteed they will come.

The lifeblood of Khorgos is railway traffic, and its beating heart are giant yellow container cranes, which span parallel sets of Chinese and Russian railway tracks. Because railways in Russia and across the former Soviet Union are wider than the standard gauge used in China and most of Europe, cargo must be swapped at the border. Popular legend holds that tsarist Russia picked a different gauge to defend against invasion. In truth, it is more likely that the decision was initially made for efficiency and safety reasons.6 As more track was constructed, the cost of switching to standard gauge became too high.

Khorgos is a gamble that overland trade will be more competitive in the future than it has been during the past half millennium. In the late fifteenth century, the invention of large oceangoing vessels and new navigation methods made maritime trade cheaper and faster. Mercantilism and competition among Europe’s colonial powers pulled commerce to the coastlines. Political disintegration in Eurasia’s heartlands, which brought conflict and harder borders, reinforced this shift. Since then, trade between Asia and Europe has traveled primarily by sea. In 2016, rail carried just under 1 percent of trade between China and Europe by volume and just over 2 percent by value. Maritime shipping carried 94 percent of China-Europe trade by weight and nearly two-thirds of trade by value.7

Central Asia’s Soviet past still casts a shadow, standing in the way of east-west routes through the region. When Soviet planners looked south, they did not see a collection of republics but a single political entity. They created road, rail, air, and energy networks running north-south with Moscow at the center. These networks were further cemented by divisions of labor that were intended to keep the republics dependent on Moscow. Rather than allowing any single place to become efficient at producing railway technology, tasks were spread across workshops in different republics, so that one handled passenger carriages, another repaired diesel locomotives, and so on.8 Requests for repairs or new construction were routed through Moscow. As the Soviet economy slowed, so did its railways. By the late 1980s, nearly a third of railway maintenance positions were vacant, due to funding shortfalls. Fixing the railways, according to one estimate, would have taken sixty-six years.9

When the Soviet Union split into fifteen separate countries in 1991, these struggling but still functional networks were cut into pieces.10 The railway from Kyrgyzstan’s capital, Bishkek, to its second-largest city, Osh, passed through Kazakhstan, Uzbekistan, Tajikistan, and Uzbekistan again before finally arriving back in Kyrgyzstan.11 Just before the collapse of the Soviet Union, nearly 150 trains ran weekly between Uzbekistan, Tajikistan, and Kyrgyzstan and other Soviet regions, mostly in what became Russia. Ten years later, only fourteen trains connected them with Russia.12 Many of the region’s flights still connect through Moscow. Due to political tensions, the first commercial flight between the capitals of Tajikistan and Uzbekistan did not fly until 2017.13 The state-run airline of Turkmenistan, the most insular of the five Central Asian states, has direct flights to London, Moscow, and Beijing but not to the Central Asian capitals of Bishkek, Dushanbe, or Tashkent.

After the fall of the Soviet Union, proposals for rekindling “silk roads” began sprouting up, most of them as ambitious as they were underresourced. The European Union was among the first to take up the mantle, establishing an initiative it dubbed “the renaissance of the Great Silk Road.” That imaginative appeal might have been lost in the effort’s less silky name, the Transport Corridor Europe-Caucasus Central Asia, or TRACECA, for almost short. TRACECA was bogged down by disputes among the newly independent Central Asian governments and conflict in the Caucuses. Its focus on transport through Baku, Azerbaijan, and Poti, Georgia, was politically appealing, as the route avoided Russia, but economically uncompetitive, since it involved two ferry crossings and more tariffs.14

Several others joined the fray. In 1996, a United Nations committee approved adding Central Asian countries to the Asian Highway Network, or AHN. The AHN was formally launched in 1959, but having not received significant funding since 1975, it has become a loose coordinating body and observer rather than a catalyst.15 Committee meetings are held to add or subtract priority projects from a master list, which helps share information but does not impose any requirements or restrictions on countries to integrate their efforts. Every few years, it issues an update on the status of transportation links, assuming the participating countries have provided information. This is the Silk Road by bureaucracy.

Of all the connectivity plans to run through Central Asia, the Central Asia Regional Economic Cooperation (CAREC) program is perhaps the most successful. Since 1997, it has cut transport costs and travel time across six corridors, which were developed through a collaborative multicountry process that the Asian Development Bank oversaw. Five other multilateral agencies participated in the planning and funding process as well.16 Once these priorities were agreed on, progress was benchmarked and has been rigorously evaluated in terms of improvements in transit time and cost. China’s BRI, by contrast, has thus far brought money without regional consensus building, coherent and consistent plans, or performance testing.

The U.S. Congress even joined the action in 1999, passing the “Silk Road Strategy Act.” It aimed to help develop infrastructure and promote trade on an “East-West axis” but only made use of existing foreign assistance. The bill began by looking to the past. “Economic interdependence spurred mutual cooperation among the peoples along the Silk Road,” it observed before asserting, “restoration of the historic relationships and economic ties between those peoples is an important element of ensuring their sovereignty as well as the success of democratic and market reforms.”17 This was the Washington Consensus repackaged as a Silk Road. The U.S. government dusted off the Silk Road label a decade later, during the war in Afghanistan, as Chapter 7 describes.

Most of these efforts continue in some form, as does the region’s need for better connectivity. In Central Asia, it takes two days, on average, to travel from one main city to another in a neighboring country.18 Everyone agrees on the need for greater connectivity, but like the Soviet planners who created the region’s rusting infrastructure, each new vision reflects its authors’ interests. It has proven far easier to announce new efforts than to finish existing projects or to abolish those that have outlived their usefulness. For a region with few connections, duplication is all too common.

Khorgos is itself a duplicate. To the north, there is an older railway connection at Dostyk, opposite Alashankou in China. After putting that connection on hold for years, due to Sino-Soviet tensions, it was finally completed in 1990. The first freight trains arrived in 1991, and by the time passenger trains were running in 1992, they were passing between an independent Kazakhstan and China. Curiously, this older connection receives almost no attention from Western media outlets, which publish a new piece about Khorgos every few months. The Dostyk facility is less efficient, taking about half a day longer to process each train, but as recently as 2018, it was still handling more cargo annually.19

Khorgos should overtake Dostyk in the coming years.20 The railway route between Almaty and Khorgos is four hundred kilometers shorter than the distance to Dostyk. Khorgos has more advanced facilities, and if economic efficiency fails to do the trick, the government of Kazakhstan could direct more traffic from Dostyk to Khorgos, although doing so would deprive the workers and residents of Dostyk of economic activity. Most importantly of all, Khorgos has a patron in China. In 2017, at the Belt and Road Forum in Beijing, China’s COSCO shipping took a 49 percent stake in the facility. COSCO’s chairman, Xu Lirong, has promised to turn Khorgos into a “regional hub” and “deliver the products of Central Asia, including Kazakhstan, across the sea to the world market.”21 The image of Central Asia selling to the world is a powerful one, but nearly all east-west economic activity does not originate in Central Asia. It passes through.

“Dawn of a New Commercial Era”

China has turned east-west trains into an effective, albeit misleading, advertisement for the BRI.22 While their role in larger trade terms remains small, China-Europe railway services have grown dramatically in recent years. As recently as 2008, regular direct freight services from China to Europe did not exist.23 As of March 2019, they connect nearly sixty Chinese cities with nearly fifty European cities.24 Six times cheaper than air and twice as fast as shipping by sea, rail could provide a compelling middle option for high-value goods like laptops, cell phones, and auto parts.25 Hewlett Packard was among the first companies to experiment with direct rail shipments from its manufacturing facilities in western China to markets in Europe. An optimistic study, commissioned by a railway industry group, estimates that China-Europe rail services could double their share of trade by volume between 2016 and 2027.26

China provides generous subsidies for these routes, making their true economic viability difficult to assess. Subsidies vary in practice, but reports suggest they can account for up to half the total cost of shipping. From 2011 to 2016, China’s provincial governments collectively spent over $300 million subsidizing China-Europe block trains, which run as a unit from origin to destination. Provincial governments were so eager to announce new train services that they were undercutting each other with subsidies. Each new service was named after its local champion, creating a long list of services and confusion among prospective customers. In 2016, the China Railway Company stepped in and announced that all China-Europe trains would be referred to as “China Railway Express.”27

The railways’ economic outlook is cloudy, but their political benefits for China are clear. They have become one of the most visible, albeit misleading, manifestations of China’s connectivity ambitions. Xinhua, China’s largest state-run news agency, runs articles every few weeks about the China-Europe railways. They have been so eager to promote these routes that even trains terminating in Central Asia are described as new “China-Europe” services.28 The image of a train traveling across the Eurasian supercontinent is savvy marketing, casting the BRI as practical, peaceful, and historic. With first-time arrivals celebrated in France, Latvia, and Finland, among other countries in recent years, it is tempting to believe that trains are replacing camels on the old Silk Road.

Even countries that have been reluctant to endorse the BRI have embraced China-Europe railways. When a train from Yiwu, China, arrived in London in January 2017, the Telegraph called it “a new chapter in the history of the centuries-old trading route,” and the Guardian said it “heralds the dawn of a new commercial era.”29 In reality, the route was an adjustment from a similarly hyped journey taken between China and Spain in 2014, and the difference between the two routes exists entirely within the EU. On arriving in Duisburg, Germany, the train continued to London instead of Madrid. Given the abundance of transport services between the United Kingdom and Germany, that distinction is hardly groundbreaking.

After touring the container yard in Khorgos, we stepped into the control center. A few rows of desks, each with its own computer screen, faced a giant projector that had been divided into different video feeds. My guide toggled between them to point out the areas we had just visited. Cameras automatically catalogue the license plates of all vehicles entering and exiting the facility. Port-management software recommends how to efficiently unload trains, where to place containers, and which equipment and staff are best for the job. These high-tech features are compelling, but they also mean that fewer people are required to operate the facilities. At successful logistics facilities, cargo is abundant, and people are scarce.

On China’s border and beyond, new infrastructure and streamlined customs have helped speed the movement of containers. With state-of-the-art equipment, Khorgos can process a train twenty hours faster than the older facilities at Dostyk. DP World, a Dubai-based logistics firm, helps operate the facility, bringing best practices with them and training local workers. A decade ago, prospective shippers had to coordinate with each country the railway crossed and navigate a mountain of duplicative paperwork. While the process remains cumbersome, specialized companies now handle the details. In 2006, it took thirty-six days to ship a forty-foot container by rail from Shanghai to Hamburg. In 2018, it took just sixteen days.30

But these new routes face several challenges to becoming sustainable. In 2016, the EU imported over $190 billion more goods from China than it exported to China, an imbalance that is reflected in rail transport patterns. Service operators estimate that roughly 60 to 70 percent of railway shipments are westbound. On those eastbound trips, containers are often empty. After arriving in Europe, other containers are sent back to China by sea.31 Maritime shipping offers benefits from scale that the railways will never match. Modern ships can carry more than a hundred times as much cargo as a standard train. All this suggests that while rail transport will increase, it will make up only a modest share of overall trade.

As my tour of Khorgos concluded, there was just one thing missing: an actual train. Despite the cutting-edge systems and the talk of Khorgos becoming the next Dubai, there was little noticeable commercial activity under way. Central Asia is second to none in hospitality, but I suspect that my host’s attention was due more to the absence of competing obligations. My colleague who visited in 2016 was also unsuccessful. “Maybe it will arrive later today,” an employee told him with a straight face, as they surveyed the vacant transit zone. My hosts were not holding out hope; or perhaps their tracking systems were more developed, and they had more accurate information. “Not today,” I was told.

The gap between what Khorgos is and what it aspires to become tests the imagination. It is a clever attempt to turn weakness—isolation from the world’s oceans—into advantage. That ambition has attracted dozens of reporters, bringing global attention to one of Kazakhstan and China’s flagship joint projects. As the procession of these “news” pieces has continued for several years, with little actual change to report, I have occasionally wondered what fraction of traffic through Khorgos is visitors writing about it—a trend to which I have, of course, contributed.

To the credit of the facility’s managers, Khorgos is always living five years into the future. The caravan of researchers and reporters passing through has created a long record of promises that have not been realized. Yet most visitors are still captivated by what Khorgos could become. Rather than question why the facility has not met its 2020 targets from years ago, journalists tend to cite the most recent year of activity and then an ambitious estimate for future growth. The project’s managers are dreaming big, and some hype around the project is practical. For new routes to take off, people need to learn that they exist.

Khorgos is more compelling as a model for bringing best practices to Central Asia than as something that will bring change to the rest of the world by shifting significant amounts of trade inland. It is a priority for Kazakhstan’s former president Nursultan Nazarbayev, who has a flair for starting from scratch. In December 1997, Nazarbayev moved the nation’s capital six hundred miles north, from Almaty to Astana. While Nazarbayev’s move was poor economics, it may have been savvy politics, helping to marginalize his political opponents and cement his hold on power.32 In just twenty years, the city’s population grew more than threefold, from 290,000 to 1.1 million people. Shortly after Nazarbayev’s retirement was announced in 2019, the city was officially renamed Nursultan.

With similar zeal, Nazarbayev has carved out a special place for Kazakhstan along China’s BRI. In September 2013, at Nazarbayev University in Nursultan, Xi first called for building “an economic belt along the Silk Road.”33 Kazakhstan has been at the front of those plans ever since, and Kazakh officials say, half jokingly, that their country intends to be the “buckle” in China’s Belt.

More importantly, they have backed up that rhetoric with resources. The following year, in November 2014, Nazarbayev unveiled his own plan for improving Kazakhstan’s infrastructure. Called “Nurly Jol,” meaning “Bright Path,” it entails investments of $40 billion by 2020 and aims to turn Kazakhstan into an east-west trade hub. With favorable geography and natural-resource wealth on which to draw, Kazakhstan is the best positioned among the Central Asian nations to become a hub.

“China Is Playing Monopoly”

But Kazakhstan’s rising generation aspires to even more. In May 2018, I gave a presentation at Nazarbayev University, and one of the students asked a simple question with big implications: “Can Kazakhstan use the Belt and Road to become a place where people want to stay, a place that sends things to the world, rather than a place that things pass through?” If Kazakhstan’s only gain from the BRI is as a transit point, the benefits will be smaller and more highly concentrated among the companies and workers providing services at the border and transportation across the country. If new infrastructure helps Kazakhstan increase exports and develop new industries by reaching more markets, a wider cross-section of society could benefit.

Kazakhstan’s turn as host of the world’s fair, in 2017, was an expensive attempt to move the country in that direction. Its theme, “Future Energy,” was intended to rebrand the Central Asian energy supplier as an energy innovator. Nazarbayev called it “a turning point for Kazakhstan to start a completely new page in economic development.”34 Unintentionally, the big show also put the country’s flaws center-stage. Its $3.5 billion price tag drew criticism in a country where the average salary is below $500 a month, and the first CEO of the expo, Talgat Yermegiyaev, was indicted for corruption.35 A Hilton-branded hotel that was built in the expo complex was delayed and finally opened seven weeks after the expo had concluded.36

The pavilions, organized by each of the 115 participating countries, were perhaps the most telling.37 The Chinese pavilion included a high-speed-railway simulator, and during Xi’s visit in June 2017, he and Nazarbayev took turns stepping into the cockpit. Using a live video feed, they also “inspected” Khorgos Gateway.38 The Russians brought a large piece of Arctic ice into their pavilion, and when Putin visited, he was given a briefing on the status of Russian nuclear icebreakers. In contrast, the United States did not even send a cabinet-level official, and federal law prohibits funding such exhibitions, placing the burden on private-sector participants.39 In the U.S. pavilion, a video featured famous American inventors and showed their garages.40 While China and Russia were reaching outward, the United States highlighted the benefits of staying home.

Great powers are playing different games in Central Asia. As the scholar Eric McGlinchey puts it, “China is playing Monopoly. Russia is playing Risk. The United States is playing Solitaire. For policymakers in Beijing, the game is business. For policymakers in Moscow, the game is existential. For policymakers in Washington, the game is an afterthought. Central Asia is material for Beijing; China can easily walk away if its natural resources and infrastructure investments sour. Central Asia is imperial for Moscow; Russia will not walk away if its influence is questioned. Central Asia is inconsequential for Washington; the United States has all but forgotten the region now that attention has shifted away from Afghanistan.”41

The “game” is changing, however, as China moves deeper into Central Asia. Chinese investments and Chinese workers in Central Asia require security.42 In 2016, a suicide bomber attacked the Chinese embassy in Bishkek, Kyrgyzstan’s capital, wounding three Kyrgyz staff. China’s treatment of ethnic Uighurs could inspire more attacks from Islamic militant groups in the region. Meanwhile, each new investment makes walking away a bit more difficult, politically and financially, particularly those projects that are associated with the BRI. After winning enough rounds of Monopoly, China, like other great powers before it, may find itself playing Risk.

Evidence of this shift is already apparent in Tajikistan, where China has quietly assembled a military presence. To guard against an influx of militant groups from Afghanistan, China has built or improved thirty to forty border posts on the Tajik-Afghan border, a stretch of which Tajikistan has effectively handed over to Chinese control.43 After years of free riding on U.S. military activities in Afghanistan, where U.S. forces have guarded Chinese-owned mines and other investments, China may be taking on more responsibility.

These measures are also noteworthy for what they indicate about regional relations, especially that Tajikistan is willing to host Chinese troops and that Russia has tolerated them. Hosting foreign military forces is rarely a popular option for leaders, but the area is so remote that Tajik leaders might enjoy the financial and security benefits of the base while suffering little public scrutiny. In addition to bases in Kyrgyzstan and Kazakhstan, Russia maintains a military base in Tajikistan that it staffs with roughly seven thousand troops. But Russian officials do not appear to be threatened by China’s venture into a region they have dominated for so long, perhaps because it is far from Russia’s borders and reflects a shared interest. All three countries stand to benefit from increased security in the area, through which militants and drugs have long flowed.

While China’s security presence is a mere toehold, its economic footprint has blown past Russia’s in recent years. By 2009, China had overtaken Russia as the region’s leading trade partner. That year, the China–Central Asia gas pipeline, running through Turkmenistan, Uzbekistan, and Kazakhstan, was completed, pulling the region away from Russia and toward the east. China has also become the region’s leading lender, edging out not only Russia but also the World Bank and other international financial institutions.44 It has used resource-for-loan deals to secure access to Turkmen gas and Kazakh oil. Kazakhstan tops the list for China’s trade and investment partners in the region, but its neighbors are also grabbing the BRI as a lifeline.45

In Central Asia, the competition to court China has occasionally resembled a BRI talent show. While in office, President Almazbek Atambayev of Kyrgyzstan said, “we can become an effective hub for transshipment of Chinese goods to Eurasia and Europe.”46 President Emomali Rahmon of Tajikistan has said that “Tajikistan can be a connecting bridge between China and other countries adjoining to the region” and that Chinese projects will “revive the southern branch of the Great Silk Road.”47 Uzbekistan has been the wildcard in the region since its long-standing president, Islam Karimov, died in 2016. His successor, Shavkat Mirziyoyev, has taken a warmer approach to the BRI, stating, “Uzbekistan supported the Belt and Road initiative from the start, and its delivery is an important factor in the sustainable development of our countries.”48 In 2017, President Gurbanguly Berdimuhamedow of Turkmenistan released a book titled Turkmenistan Is the Heart of the Great Silk Road and made that phrase the official national slogan for the following year.49

Privately, of course, Central Asian officials have reservations. They say that China offers flexibility but subpar quality. “They are great at building to the budget you have. But ten or fifteen years later, you have to rebuild everything,” one official told me. Several have said that their governments bargained hard with the Chinese to ensure that a high percentage of local labor is used, citing some of China’s investments in Africa that primarily used Chinese workers. It is less clear whether they appreciate the dangers of unsustainable debt. Debt levels as a percentage of GDP in Kyrgyzstan and Tajikistan are among the highest of China’s BRI partners.

China’s growing presence also inflames popular grievances about government corruption and inequity. In 2016, the Kazakh government announced plans to extend the period that foreigners can lease agricultural land from ten years to twenty-five years. The changes became a flashpoint for broader fears about Chinese influence and grievances against the Kazakh state, sparking the country’s largest protests since its independence. In Kyrgyzstan, citizens are roughly split as to whether they view China as the most important economic partner or the greatest economic threat.50 It is difficult to disentangle these reactions, but that is partially the point. Citizens suspect corrupt bureaucrats are among the BRI’s main beneficiaries.

Crossing the Caspian

A year after crossing Kazakhstan’s eastern border with China, I traveled to its western border on the Caspian Sea. The Caspian is the world’s largest inland body of water, five times the size of Lake Superior and larger than all of Japan. Its oil reserves have long attracted the interest of world powers, and the fall of the Soviet Union opened the door to foreign firms.51

Oil remains the top prize, but another contest is heating up. The Caspian is at the center of a competition to connect Asia and Europe with new railways, ports, and other infrastructure. China’s BRI envisions two corridors that stretch westward and through the region to Europe. India and Russia are backing a north-south corridor that runs through Iran and Azerbaijan. In 2018, the United States finalized an agreement to send supplies across the sea to Kazakhstan and on to Afghanistan via Uzbekistan.

Like other places in the middle, the Caspian is hoisted up and held back by middlemen. Countries bordering the sea—Azerbaijan, Kazakhstan, Iran, Russia, and Turkmenistan—are jockeying to become hubs along emerging routes. Paradoxically, they are among the strongest supporters of the BRI but also harbor one of its greatest challenges. All five countries rank in the bottom third of Transparency International’s Corruption Perceptions Index. Their average score is lower than sub-Saharan Africa, the world’s worst-performing region in 2017.

These efforts all aim to carry goods and people faster and farther, and there is plenty of room for improvement. During my journey, time and space seemed to expand. The sea itself was calm, but crossing it required navigating confusion on its shores. Every step of the way, someone was eager to help—for a price, naturally.

My trip across the Caspian began in Aktau, Kazakhstan, a city where the streets truly have no names. Developed in the 1950s, it still uses a Soviet-era grid system that assigns numbers to districts and blocks. Upon arriving, I called the Caspian Shipping Company, which has a monopoly on Caspian ferry tickets. The next boat? Tomorrow, the day after, or maybe the day after that, I was told. Earlier travelers said it could take days.

There are no set schedules for the ferries, which carry railway cars, vehicles, and the occasional passenger. There is nothing fast or cheap about the trip. Flying from Aktau to Baku takes an hour and costs about $100. The same route by ferry takes anywhere from twenty to forty hours and costs $80. For intrepid bikers and motorcyclists, the extra time can be worth the hassle. The Caspian Shipping Company lists its ferry fleet online, but when I checked, the vessel locations had not been updated for a month. The waiting game had begun.

There are few distractions in Aktau. Lonely Planet, the travel guide, lists five “top sights,” one of which is the sea and all of which can be seen during a fifteen-minute walk. Among those attractions are a decommissioned Soviet MiG fighter plane, a remnant of empire, and a statue of the Ukrainian poet Taras Shevchenko, who has become a symbol of Ukrainian nationalism.

Restless after a day and another unsuccessful call to the ticket office, I started checking the names of the ferries on a website that compiles updates from ship transponders. Strangely, two ferries listed their destination as Kuryk, located fifty minutes south of Aktau. Another search turned up an announcement about a new ferry complex there. I called the ticket office again and was assured the ferries only left from Aktau. I tried a few numbers for the Caspian Shipping Company, including, mistakenly, a “help line” that I learned is not for confused travelers but for reporting graft and ethics violations.

With some luck, I did not so much catch a boat as stumble onto one. After two days in Aktau, I set out for Kuryk, a village of less than ten thousand people that the government aims to transform into another key hub on the New Silk Road. “Now we can say that Kazakhstan is not a landlocked country and has access to all the seas, including the Persian Gulf,” President Nazarbayev proclaimed at an opening ceremony in Kuryk for an automobile-ferry terminal in December 2017.52

The past and future collide just outside Kuryk. There is a graveyard with headstones from the 1950s and, moments later, large white letters placed on the side of the road: KAZAKHSTAN 2050. Looking across the flat expanse, I wondered how much had really changed in this area during the past eighty years and how much would during the next thirty. The hour drive was a landscape of endless lines, the most commanding of which was where brown steppe meets blue sky. Pipelines and powerlines were accents, running parallel and perpendicular to the horizon. The same flat steppe watched the Soviet Union rise and fall, watched an independent Kazakhstan emerge, and now watches as China tries to reach across the Caspian.

The port’s office was not used to visitors. A customs official was explaining that they did not sell tickets, when a man wearing a dark-blue shirt with epaulets emerged from a back room. He was the dispatcher, the maritime equivalent of air traffic control. The next ferry would be leaving tomorrow, he assured me. His coworker, who I will call Amir, was also staying in Aktau and could give me a ride.

The next morning, after a few phone calls, Amir generously picked me up. We made three stops, one for food and two to pick up more coworkers. Their exact jobs were unclear, but all involved coordinating—with the government, military, shipping companies, and customers. Naturally, that involved a lot of waiting. They were required to be on call around the clock, usually only getting notice about incoming ships a day or so in advance. Each made a few hundred dollars a month. No one could say when the boat was leaving, but I was the only one worried about missing it.

Close to Kuryk, we passed yet another port. Surrounded by high fences and signs that promised, “Tough Projects in Safe Hands,” it is run by the subsidiary of an Italian company. They were too rigid, one of my new companions explained, and required hard hats, speed limits for driving within the complex, and other rules. “They have their way of doing business. We have our way of doing business,” he said as we swerved around potholes. A new road was being paved, he noted, but because everyone took a little piece, it was taking twice as long to finish.

We arrived, and despite not working in the ticket office, Amir eagerly secured my ticket. Three burly Russian bikers roared past us and into the hull of the ship. I boarded just as railcars were rolling on. Twenty minutes later, the deck started vibrating, and black smoke rose from the ship’s twin exhaust stacks. We were off.

“Only Mother Nature Knows”

The sea was as calm as the shore had been chaotic. After land was out of sight, it was only the ship, the sun, and the sea. Commissioned in 1986, the Professor Gül was named after an Azerbaijani professor of geography. It stretches over five hundred feet and holds up to twenty-eight railway containers. Only a fraction of that capacity was being used on my voyage. Surrounded by nothingness and having barely caught the boat, I had a new appreciation for the influence of the people who navigate these “places in between” and the longer-term challenges they may pose for China’s BRI.

After all, the BRI is a middleman’s dream. Its megaprojects and multitude of new connections offer ample opportunities for bribery, kickbacks, and theft.53 The world’s most corrupt sectors are construction, transportation, and extraction, which includes oil and mining. The BRI has a heavy focus on all three.

The problem is not simply corruption where China aims to go but how it aims to get there: building massive infrastructure projects with little transparency and accountability. Large infrastructure projects provide ample opportunities for skimming. One expert has identified thirteen reasons why construction is prone to corruption, including the size of projects, government involvement, the number of contractual links, the project’s complexity, the concealment of work, and entrenched national interests, among other factors.54

Allegations of corruption related to Chinese projects have already shaken the region’s governments. In Tajikistan, a major highway financed by the China Development Bank was allegedly used to funnel millions of dollars to associates of the Tajik president’s son-in-law, Jamoliddin Nuraliev.55 The road was upgraded in 2010 and turned into a toll road, ostensibly to repay the $280 million loan. The contract was awarded to a company called Innovative Road Solutions, which had no experience operating roads and was registered in the British Virgin Islands. It was exempted from several taxes, and the government initially claimed that its ownership was a “trade secret.”56 A government official who spoke out against the contract was fired, and a journalist reporting on it was sentenced to twelve years in prison, a decision that was later revised to a fine and community service.57 The road was a triple loss for Tajik citizens, who were not employed in large numbers to build it, have to pay more out of pocket to use it, and will likely have to pay again through public taxes since toll receipts are going to a tax haven rather than paying down the loan.58

In Kyrgyzstan, Chinese-financed projects have been inflated to enrich local elites. For one road project, cement was billed at $1.10 per kilogram, when it could have been obtained for $0.07 on the local market. Chinese contractors and Kyrgyz officials overseeing a power-plant project in Bishkek, financed by a $386 million loan from China’s Export-Import Bank, authorized invoices for $320 pliers and $1,600 fire extinguishers, among other inflated expenses. Months after opening, the plant had an accident that left Bishkek residents without heating. “About 90 percent of the necessary materials and equipment were bought at an elevated price,” its director later said.59 Thirty people were arrested on corruption charges related to the project, including a Chinese contractor and two Kyrgyz former prime ministers, and five criminal cases have been launched.

In many of the countries that China’s Belt and Road aims to connect, these problems are endemic and will not simply fade away, as Alexander Cooley, who directs the Harriman Institute at Columbia University, has cautioned.60 Nor are solutions easily imposed from the outside. This is a lesson that the United States has learned, painfully and expensively, in Afghanistan, where large U.S.-funded projects have sometimes enriched elites, stoked corruption, and exacerbated rivalries.61

Of course, Chinese companies are not alone in being accused of peddling influence. But authorities in the United States and the European Union are more vigilant in policing their own companies abroad. China adopted a foreign-bribery law in 2011 but has done little to enforce it. Chinese companies are also among the least transparent according to a study of one hundred companies in fifteen emerging markets.62 They have been willing to operate with fewer strings attached, even picking up projects that have been abandoned by the World Bank, Asian Development Bank, and other more stringent lenders for corruption violations. Chinese officials chalk some of this up as the cost of doing business.

China’s largest lenders prefer operating in the darkness, and their sheer size makes this a global problem. China Development Bank and the Export-Import Bank of China have grown to hold more than twice the assets of major Western-backed multilateral development banks and lend more to developing countries.63 Their projects are publicized after contractors are picked, and loan terms are rarely released. The calculus behind these decisions might seem pragmatic: more opportunities and fewer obstacles equals greater influence.

There are upsides to Beijing’s no-strings-attached approach, but it also carries the seeds of its own destruction.64 It deals with partners as they are, without imposing difficult governance reforms. Washington’s Silk Road Act, for example, included among its priorities developing rule of law, independent judiciaries, and transparency in the region. Without conditions, Beijing is freer to go where it wants, and its dealings can be more transactional. When doing business in difficult places, it can press its advantage, ensuring that Chinese companies and workers are the first to benefit. China may ask less of its partners up front, but it also takes more.

A willingness to handle huge deals opaquely provides even more opportunities for political leverage. By agreeing to inflate project costs, for example, Beijing can funnel money to its friends in high places. A backroom deal can itself become a source of leverage, since either side could make demands and threaten to expose the other. But Beijing holds the stronger hand. Given the immense demand for infrastructure, China has more countries courting its investments than its partners have alternative sources of investment.

This cynical approach may sound cunning, but it is fraught with risk. Putting aside its economic costs, corruption stokes resentment. Requiring assessments for financial, human rights, environmental, and other impacts is highly pragmatic. These assessments require additional time, but they minimize well-documented risks associated with projects. When ignored, those risks can come back to haunt leaders, especially those in more democratic states. Billed as a decades-long effort to unite the world, the BRI is already generating pushback, as subsequent chapters explain.

As the sun began to set on the Caspian, the Professor Gül’s engines pushed us forward at a leisurely ten knots, or eleven and a half miles per hour. The crew followed a strict schedule, rotating shifts and eating at set intervals.

Yet no one would venture a straight estimate about when we would arrive. The ship’s junior engineer, a cadet at the Azerbaijan State Marine Academy, said he had made the crossing over two hundred times. He recounted delays at sea and in port, where congestion can cause ships to wait for up to a week before they dock. The weather could turn ugly, too. In 2003, a ferry crossing from Aktau to Baku sank, killing forty-three of the fifty-one people on board.

What I mistakenly took for nonchalance was prudence. Twenty hours and two bowls of borsch into our voyage, the wind picked up as we approached Azerbaijan. The ship anchored frustratingly close to the coast and waited for better weather. I asked the chef how long it would be. “Only mother nature knows,” he laughed. We eventually pulled into Alat, a port near Baku, around two a.m. the next morning.

From dock to dock, the trip took about thirty-two hours. That is hardly a revolution in today’s world of just-in-time delivery, but it could become an improvement over the status quo, especially if backers of the new port can deliver their promise of an eighteen-hour crossing. Even greater gains could be achieved by reducing the waiting time on land.

But not all inefficiencies are accidental or easily fixed. The art of the middleman is turning uncertainty into advantage. The more complicated the process, the more value middlemen offer as guides. The more choke points, the more opportunities to take a cut. It is easy to criticize corruption. It is another thing to persuade people making only a few hundred dollars a month to give something up in the hope that greater company profits will trickle down.

Corruption looks ugly when it is wearing handcuffs, but usually it wears a friendly face. When my boat finally arrived in Azerbaijan, I cleared customs and asked a security guard how to get a taxi to Baku. Realizing that I was not among the normal passengers, neither on vacation riding a motorcycle or bike nor on business escorting cargo, I expected lots of questions about the nature of my trip. Why take a day-and-a-half boat ride when I could have taken an hour flight?

But the guard was not the least bit interested in why I was there, only where I was going. He took out his cell phone, dialed, and spoke a few words in Azerbaijani. Turning back to me, he said, “My cousin can drive you. Twenty-five dollars?”
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CHAPTER FOUR

The Gatekeeper

Russia

“IT IS PROHIBITED TO visit this place,” the Russian soldier said, flipping slowly through my passport as if it held a secret.

We were sitting in a small room with two large windows overlooking an unremarkable construction site, a flat expanse of brown dirt in Blagoveshchensk, a city in Russia’s Far East. The wind carried the crack and clang of power tools toward us, and Russian workers in hard hats ambled by in ones and twos. They were building a bridge into Heihe, China. The two cities share a river, called the Amur in Russian and the Heilongjiang, or “black dragon river,” in Chinese.

They also share a bloody past. Blagoveshchensk literally means “city of good news,” but its defining moments have been decidedly otherwise. The city was founded as a military post in the mid-nineteenth century after two treaties demarcated the river as the border. During the Boxer Rebellion in 1900, Russians expelled ethnic Chinese from the city, forcing them at bayonet point to cross the river without boats. Five thousand Chinese men, women, and children were killed.1

In 1969, U.S. officials watched with white knuckles as Soviet and Chinese troops clashed farther downriver. “A major conflict developing between China and the USSR,” one U.S. State Department official warned, “might well extend into other areas of the world and indeed threaten a large portion of the world’s population.”2 Cooler heads prevailed, but Soviet-Sino mistrust simmered; and the split provided the window for Henry Kissinger and Richard Nixon’s opening to China.

Chinese and Russian officials now boast of building bridges across their borders, literally and figuratively, as part of a strategic partnership. First proposed in the late 1980s, the Blagoveshchensk-Heihe bridge was finally started in 2016.3 It has become a symbol of warming relations between the owner of the world’s largest nuclear arsenal and the world’s second-largest economy.

Straddling eleven time zones across the top of the Eurasian supercontinent and with deep ties to Central Asia, Russia is the gatekeeper for China’s overland ambitions. No other country is better positioned to spoil China’s BRI. China needs Russia’s cooperation, but a century of conflict and competition leaves a deep layer of mistrust and suspicion.

“Why are you here?” the soldier asked.

“I would like to see the bridge,” I replied, reaching back to my college language classes and coming up with a jumble of Russian words.

“Why do you want to visit the bridge?”

“I would like a photo.”

“It is not allowed. What is the purpose of your visit?”

“Tourism.”

“How long are you in Russia?”

“Only today.”

The breeze was cool outside, but the air inside the temporary building was stifling. I was sweating in a T-shirt and had no idea how he was holding up in his forest-camouflage uniform.

“It is prohibited to visit this place,” he repeated.

“It’s OK,” I said, standing and reaching for my passport. “No problem.”

“This is a strategic project.”

“It’s OK, no problem, I leave now.”

“But you are already here.”

“I don’t understand.”

“Do you need a translator?”

“It’s OK, I am leaving.”

“No, you must answer my questions,” he insisted, laying a blank sheet of paper on the table and uncapping a pen.

My stomach dropped. What began as a casual inquiry directed from me to him—a request to see the bridge—had boomeranged back and was quickly becoming an interrogation.

“Most Trustworthy Strategic Partners”

The paranoia that courses along Russia’s borders is as real and powerful as the Amur itself. Russia is the world’s largest country by landmass, and across the centuries, its rulers have risen and fallen on their ability to defend its difficult borders. During the thirteenth century, the Mongols invaded Russian lands from the Central Asian steppe. Over the past four hundred years, most of Russia’s threats have come from the west, where large plains allowed European armies—the Poles, Swedes, French, and Germans twice—to penetrate deep into Russian territory.4 As the U.S. diplomat George Kennan wrote in his famous 1946 cable, often remembered as the Long Telegram, “Russia has never known a friendly neighbor.”5

The collapse of the Soviet Union exacerbated Russia’s worst fears. It shrank the buffer zones between Russia and its competitors to the west. As newly independent countries joined the European Union and NATO, the Kremlin saw that space shrink further. “This is not just a psychological issue for us,” Russian intelligence chief Yevgeny Primakov, who would become foreign minister and prime minister, warned about NATO expansion, “It’s a security question.”6

Several American experts saw the danger, too. Expanding NATO, Kennan warned in 1997, “may be expected to inflame the nationalistic, anti-Western and militaristic tendencies in Russian opinion; to have an adverse effect on the development of Russian democracy; to restore the atmosphere of the cold war to East-West relations, and to impel Russian foreign policy in directions decidedly not to our liking.”7

While Western capitals were celebrating the triumph of democracy and free markets, policy makers in Moscow felt that their weakness was being exploited. “It was not the process of expansion that would have to take Russia’s position into account but Russia that would have to adapt to the process,” Primakov later wrote.8

Russia’s heightened insecurity on its western flank compelled it to improve relations to the east. In the early 1990s, Russian and Chinese officials began working to resolve long-standing border disputes. The process was painstakingly slow. A final agreement, struck in 2008, settled outstanding claims over a shared border running over twenty-six hundred miles and set the stage for further development. Russian Foreign Minister Sergei Lavrov said at the time, “All the conditions are created for the Russian-Chinese border to always be one of stability, openness, friendship, development and prosperity.”9

Heaping praise on each other, Putin and Xi have rapidly elevated their countries’ relations.10 While in office, they have met over thirty times, and every time, it seems, they declare that their friendship has grown even stronger. In July 2017, Putin bestowed Russia’s highest state award on Xi and feted their “comprehensive partnership and strategic cooperation.”11 Echoing those sentiments, Xi said that China and Russia are each other’s “most trustworthy strategic partners” and that relations are “at their best time in history.”12 Returning the favor, Xi conferred China’s inaugural Friendship Medal on Putin in 2018.13

They know the West is watching. “We came to let the Americans know about the close ties of the armed forces of China and Russia,” the Chinese defense minister Wei Fenghe said during a visit to Moscow in 2018.14

Nor is the romance purely rhetorical. At the United Nations, China and Russia have used their seats on the Security Council to oppose international interventions. They have staked out similar positions on North Korea, state control of cyberspace, and other areas, often contrary to U.S. interests. Their joint military exercises expanded to European waters in 2017, and the following year, Russia included several thousand Chinese troops in its largest exercise since the Cold War.15 Russia and China have signed energy deals, launched joint projects in the Arctic, and even announced a joint aerospace company that aims to compete with Boeing and Airbus.16 To hedge against U.S. sanctions, Russia has been shifting its foreign currency reserves into Chinese currency.17

By most measures, lumping Russia and China together is overly generous to Russia. Russia has nuclear weapons but also a one-trick economy focused on energy exports, a rusting military, and a declining population. Russia’s illegal behavior can be seen around the world, from its illegal annexation of Crimea and support for Bashar Al Assad in Syria to its meddling in U.S. elections. But decades from now, U.S. officials may come to regret pushing historical enemies together through chest-thumping public statements, sanctions, and tariffs.

A deeper Russian-Chinese partnership would be Kissinger’s worst nightmare realized. An unflinching objective of U.S. foreign policy since World War II has been to prevent the domination of the Eurasian landmass by a single power. Historically, rising powers reaching for that mantle have sparked conflict and brought the world to war with them. China is the most likely challenger, and the most alarming interpretation of the BRI is that it is China’s roadmap to hegemonic power. Xi now holds the keys in the form of investment and respect that Putin, economically and diplomatically isolated from the West, craves.

Russian officials were suspicious when the BRI was announced. “We understand this Chinese initiative as just another attempt to steal Central Asia from us,” a senior Russian official told Alexander Gabuev, a scholar at the Carnegie Endowment.18 Officials in Russia’s security agencies were more concerned than their economic counterparts, but three economic risks colored their impressions, as Gabuev recounts. They worried that the BRI could undermine Russia’s proposed trade architecture for the region, undercut the Trans-Siberian Railway by routing trade around Russia to Europe, and dominate access to raw materials and infrastructure contracts in Central Asia.

But Moscow was also running out of options. In 2014, in the wake of the war in Ukraine, Russia was increasingly isolated and vulnerable given its dependence on Western energy markets, investors, and technology.19 Around this time, the Kremlin conducted its first comprehensive assessment of the pros and cons of partnering with Beijing. Partnering with China posed long-term risks, including new dependencies on a larger partner, but it was the only viable path available to reduce Russia’s western vulnerabilities. The assessment concluded that the benefits, particularly in the short term, outweighed the risks.20

Moscow’s calculus will change if China becomes more threatening or the West becomes more welcoming.21 As China’s economic footprint grows, so will its security footprint. Sightings of Chinese military vehicles and construction in Afghanistan’s Wakhan Corridor, as well as a Chinese military base and border posts in nearby Tajikistan, show that this expansion is already under way, as Chapter 3 noted.22

American policy makers could use these developments to stoke Russo-Sino competition, but they have been doing the opposite. “Moscow and Beijing share a common interest in weakening U.S. global influence and are actively cooperating in that regard,” the U.S. Defense Intelligence Agency concluded in a 2017 report.23 The Trump administration’s National Security Strategy singled out China and Russia as competitors that “challenge American power, influence, and interests, attempting to erode American security and prosperity.”24 These lines might win applause among some U.S. audiences, but they are also a rallying cry for China and Russia. There is nothing strategic about pushing U.S. competitors closer together through tough-sounding public statements.

“Eurasian Union”

Putin and Xi have also promised to “link” their signature economic visions. Putin’s vision is the Eurasian Economic Union (EAEU), which aims to integrate Russia and four former Soviet states in a single market for goods, services, capital, and labor.25 A “Eurasian Union” was first proposed by Kazakhstan’s President Nursultan Nazarbayev in 1994. Putin revived the idea with an op-ed written in 2011, when he was prime minister and planning his return to the presidency. The EAEU, he explained, was an opportunity to make the most of a common Soviet heritage and learn from the European Union’s mistakes.26 His pitch was intended to resonate with Russian nationalists hoping to forge a distinctive path between East and West.27 From the beginning, Putin’s conception of the EAEU was more about Russian politics than about regional economics.

But like the BRI, the five-country EAEU has been less impressive in practice. Russia, Kazakhstan, and Belarus formed the initial grouping in 2014. In 2015, Armenia joined mainly for security assistance from Russia. Later that year, Kyrgyzstan joined and quickly regretted its decision, which required raising tariffs with countries outside the group, including China. In 2016, Kyrgyzstan’s exports dropped by 30 percent, imports dropped by 8 percent, and overall GDP dropped 2 percent.28 The most telling sign of the EAEU’s struggles is the lack of interest among other countries in joining. Russia has courted Tajikistan and Uzbekistan as well as Moldova, Georgia, and Ukraine. A few countries have signed on as observers, but as of 2019, none were taking serious steps toward full membership.

Geography, however, demands that China deal with the EAEU. Three of the BRI’s six proposed economic corridors pass through it. The China-Mongolia-Russia Economic Corridor (CMREC) includes a route through China’s Manzhouli and Russia’s Zabaykalsk, cities on opposite sides of the border. While the China–Central Asia–West Asia Economic Corridor (CCWAEC) does not include Russia, it passes through EAEU members Kazakhstan and Kyrgyzstan en route to Iran and Turkey. The third corridor, the New Eurasian Land Bridge, connects China and the European Union, by way of Mongolia, Russia, and Belarus.29 These corridors are still in their infancy and need Russian-Chinese cooperation to grow.

Economics aside, Putin and Xi have strong political incentives for casting their visions as complementary. In Xi’s opening remarks at the first Belt and Road Forum, he listed the EAEU first among policy initiatives with which the BRI had enhanced coordination.30 Putin reciprocated and listed the BRI first among “integration formats,” which he said could be combined to build “a larger Eurasian partnership.”31 Putin’s call for a larger or “greater” Eurasian partnership is an unsuccessful attempt to combine the EAEU and BRI into something of which Moscow would have greater control.32 The concept treats Russia and China as equals, despite their economic disparities. Xi has been happy to play along, because Putin’s rhetoric softens suspicions that the BRI is a tool for extending Chinese influence into Central Asia.

Both leaders are critics of the Western-led economic order, and talk of “linking” the BRI and EAEU helps position them as leaders of an alternative approach. Xi made headlines at the 2017 annual meeting of the World Economic Forum, when he warned against protectionism and sounded like a bigger proponent of free trade and liberalization than some of his Western counterparts.33 Putin has made similar comments, including at the first Belt and Road Forum, when he pointed to “the crisis the globalization model finds itself in.”34 Neither has offered a coherent alternative, but their criticism of the status quo resonates with many developing countries.

Putin and Xi’s shared narrative is clever and opportunistic. It appropriates Western language about globalization and stokes resentment in many of the places that have benefited from globalization the most. Even if it does not yet offer a solution, it presumes that any solution should be defined in contrast to the West, in essence defining the problem as the West. Their message is made louder by the West’s relative silence. With the United States and the European Union consumed with domestic challenges and relatively disengaged, Russia and China are attempting to lead a conversation about globalization.

“Welcome to Russia”

Despite this common cause, the China-Russia partnership still has an artificial flavor, supported more by leaders on high than by organic developments on the ground.35 Outside the Heihe airport is a massive bush shaped as two bears, a panda and a grizzly, holding hands. Closer to the city center, near duty-free shops that cater to Russian tourists, there is more greenery shaped as two large doves with state flags unfurling toward each other. In this awkward romance, state media even trumpet Chinese-Russian marriages as evidence that their partnership is succeeding.36

In theory, Xi’s and Putin’s economic visions could be complementary. The BRI puts a greater emphasis on hard infrastructure, while the EAEU puts a greater emphasis on “soft” infrastructure, the rules and regulations that govern movement and commerce. Unnecessary paperwork, redundant checkpoints, and other frictions at the borders account for up to 30 percent of export value within the EAEU.37 There is no doubt that Asia, and particularly Central Asia, where China and Russia’s visions overlap, could use both hard and soft upgrades.

But as I was beginning to appreciate, cooperation in third countries is unlikely to take off without addressing issues at their own border, where mistrust still rules.

“How much longer?” I asked the guard. “Ten minutes? Thirty minutes?”

“How many hours—that is the question. Do you want a translator?”

“I don’t understand. I need to leave.”

“We will get the translator. Sit here,” the guard said, pointing to a chair as he left the room.

Given his concerns about security, it was an interesting choice. Facing a window, the chair offered a front-row view of the construction site. As I watched, the movement of yellow machines—trucks, a crane, an excavator—slowed. A few minutes later, a stream of workers filed out through the room behind me, a turnstile clicking as each walked through. It was lunch time.

The translator, whom I will call Nadia, arrived about an hour later. She was accompanied by a local policeman, let us call him Dimitry, whose silent grin suggested that he was amused.

NADIA: They say, you do not have permission to visit this place.

ME: I asked to visit, and when they said no, I asked to leave. I didn’t know it was illegal to ask.

NADIA: They say, even if you did not know the law before you broke it, you have still broken it.

After some back-and-forth, I agreed to pay a small fine, the equivalent of fifteen dollars, to expedite the process. I stood up, took out my wallet, and prepared to leave the place like it was a restaurant that had served up a bad meal—except the waiters were carrying guns. They might appreciate a more generous tip, I thought. A hand descended on my shoulder.

“First, the official report must be written,” the soldier explained. He began slowly and painstakingly filling out the report by hand. A few paragraphs in, after making a spelling mistake, he ripped up the paper and started again.

The longer the soldier worked on his opus, consulting my passport and Nadia every few minutes, the more visibly bored, and friendly, Dimitry became.

DIMITRY: Where in the United States are you from?

ME: Washington, DC.

DIMITRY: I love the Washington Capitals. Ovechkin. Kuznetsov. Orlov. The best.

ME: They are the best.

I hadn’t followed the Capitals closely but knew those were the Russian players who led them to a Stanley Cup.

DIMITRY (smiling): The best.

Finally, the soldier picked up a stack of papers, tapped them neatly on the desk, and stood up.

ME: Can we go now?

NADIA: They say they need another document. Their colleague will bring it from the headquarters.

ME: Do you have computers?

DIMITRY: Welcome to Russia.

Sweating, I checked my phone: two p.m.—four hours until the last ferry left from Blagoveshchensk. I planned to return to Heihe later that afternoon after visiting the bridge and walking around the city. My flight to the United States was leaving the next morning from Heihe, where I had left my suitcase.

“Entrepreneurs of the Amur”

Taking a quick trip between Russia and China sounds preposterous, but it is way of life for a dying breed of entrepreneurs. In 1992, China opened a free-trade zone to promote cross-border trade, and every morning, people from both sides make the journey across the river as part of a small but thriving suitcase trade. To avoid customs taxes, Chinese entrepreneurs in Russia often employ Russian citizens to hand deliver items. In downtown Blagoveshchensk, a bronze statue of a man carrying an oversized suitcase in one hand and another on his shoulder was built in the 1990s to commemorate the suitcase traders. “For the hard work and optimism of the entrepreneurs of the Amur,” its inscription reads.

The Amur’s new entrepreneurs are not so different. Earlier that morning, in Heihe, I watched a stream of young Russian men file out of a duty-free shop and stagger toward the ferry terminal with overpacked nylon duffle bags in both hands. Behind the terminal, a Ferris wheel juts into the sky, an attempt to keep visitors a bit longer. A truck pulled around the back of the ferry terminal, and men rushed to transfer its bags onto the ferry before we pulled away. Other than a few gray Russian patrol boats doing their rounds, the river was empty.

The ferry ride takes only ten minutes, but bureaucracy stretches the journey closer to two hours. After buying a ticket and clearing customs, passengers wait for the next boat. Chinese and Russian passengers are grouped separately. Whether for efficiency or something else, the segregation felt odd for these “most trustworthy strategic partners.” It was enforced by signs and halfhearted staffing. I was directed to join the Russians.

In the winter, the ferries are replaced by pontoon bridges, a floating design that dates back to 480 BC, when Xerxes marched his Persian army across the modern-day Dardanelles. The bridges are limited in the weight they can hold and must be set up seasonally. These limitations are strengths for anyone uncertain about the value of stronger links. The pontoon bridges are also inexpensive and can be easily removed. When the new bridge between the two cities is finished, it will be a more permanent fixture.

Separated by just over one thousand meters, the Chinese and Russian sides of the bridge are different worlds. A day earlier, on the Chinese side of the bridge, my driver parked on the bank of the river alongside the construction site. A civilian guard emerged from a small shack. We shook hands, and he gave an approving nod after I asked to take a photo. I walked down to the water’s edge. In contrast, Russian security is so restrictive that locals often travel to China to fish the same river. Before leaving, I asked to take the guard’s picture. He smiled and agreed. My interest in the bridge was not a threat but a compliment validating its importance.

Touted as symbols of cooperation, transport links also reveal the limits of China and Russia’s partnership. There are only four active railway crossings between Russia and China.38 The United States–Canada border is roughly twice as long but has more than six times as many railway crossings.39 The first Russia-China railway bridge, linking Tongjiang in China with Nizhneleninskoye in Russia, has proceeded in starts and fits.40 Construction on the Chinese side was completed in 2016 and outpaced the Russian side, which was not finished until 2019. Until then, satellite images showed a structure stretching from Chinese territory and ending part way over the river. China was waiting for Russia to meet it halfway.

Far Eastern Promises

Well before the BRI, Chinese and Russian officials announced hundreds of joint projects with great fanfare but little follow-through. In 2009, Presidents Hu Jintao and Dmitri Medvedev released a list of 205 joint projects.41 By 2015, only 19 projects were under way.42 Part of the problem is that failed proposals are often repackaged as new offerings in the hope that foreign investors will see merit when domestic investors, including the government, did not. The list of challenges deterring foreign investors from the Far East is long: corruption, weak property rights, small market size, and poor infrastructure. In 2017, it attracted only 2 percent of China’s foreign direct investment into Russia.43

China towers over Russia demographically, and nowhere is this more apparent than in the Far East. The Far East encompasses nearly a third of Russia’s land but barely 5 percent of its population. In contrast, China’s Northeast is overbrimming with labor and short on land. The population of China’s Heilongjiang province alone outnumbers Russia’s entire Far East by more than six-fold.

Russian officials have pointed to these disparities to stoke fears about migration. As Putin warned in 2000, “If in the near future we do not make real efforts, then even the primordially Russian population in several decades will speak mainly in Japanese, Chinese, and Korean languages.”44 The Russian government has even offered free plots of land to entice more Russians to settle the Far East, and it requires foreign investors to employ Russian citizens.45

But a Chinese migrant wave will not be washing across Russia’s borders anytime soon.46 Most Chinese, like most Russians, prefer living in Russia’s western cities, where more jobs are available. Declining wages in Russia are another deterrent, especially when average salaries can be higher in China.47 The same conditions that deter Russians from the Far East also limit its attractiveness to Chinese.

China’s and Russia’s biggest moves have been in the energy sector.48 China is the world’s largest energy importer, and Russia is one of the world’s largest owners and producers of oil and natural gas. China’s hunger for resources aligns with Russia’s need for investment, and their shared energy interests have been advanced through several multidecade deals. In 2010, their first major joint infrastructure project, an oil pipeline from Skovorodino in Russia to Daqing in China, was completed.

In 2014, after a decade of negotiations, Gazprom and China National Petroleum Corporation struck a thirty-year, $400 billion agreement for natural gas. A new pipeline, the Power of Siberia, stretches three thousand kilometers from gas fields in eastern Serbia to the Chinese border at Heihe. It is Russia’s most expensive project since Soviet times. Constructing roughly two kilometers each day, workers braved subzero temperatures, and even bears, to ensure its completion in 2019.49

Russian policy makers touted the new pipeline as evidence of their options. “Barack Obama should give up the policy of isolating Russia: it won’t work,” said Alexei Pushkov, head of the Russian Duma’s foreign affairs committee, after the deal was concluded.50 China, however, took advantage of Russia’s lack of alternatives and drove a hard bargain on the price of gas and the pipeline’s route.51 Nor will Russia enjoy the leverage that it does over smaller states that rely on its energy exports. The opposite is more likely: China has more options for purchasing energy than Russia has options for selling it.

Farther north, China also wants Russia’s help in providing access to the Arctic.52 In 2018, China released its first official Arctic policy, which reiterated the claim that China was a “near-Arctic power.” It has proposed building a “Polar Silk Road” from China, through the Arctic, to northern Europe. China is willing to pay. The China National Petroleum Corporation (CNPC) and China’s Silk Road Fund have stakes in Russia’s Yamal liquid-natural-gas project, which started operations in December 2017. Cooperation could extend to building a port in Arkhangelsk, on the White Sea, and a railway from the port to central Russia. Commercial transport through the Arctic is not likely to become profitable for decades, raising suspicions about military motives.53

Trade policy is another avenue for integration, but China and Russia’s recent efforts have been as much show as substance. In 2015, the conclusion of negotiations for the U.S.-led Trans-Pacific Partnership galvanized them to pursue their own trade deal.54 Three years later, China and the EAEU signed a trade and cooperation agreement that improves customs and trade procedures.55 One Russian official called it “a major step towards the alignment of the EAEU and China’s Belt and Road Initiative,” but it does not lower tariffs.56 The EAEU’s defensive interests stand in the way of any deeper, more meaningful economic arrangement. China would be its largest trading partner, by far, and EAEU policy makers want to limit the impact of more Chinese exports on their domestic industries.

A considerably more ambitious approach would be establishing a free-trade area under the Shanghai Cooperation Organization (SCO). The SCO began with a focus on border disputes and security issues, but it has taken on a broader mandate and greater economic focus in recent years. Both Russian and Chinese officials have mentioned the SCO as a preferred mechanism for coordinating the EAEU and the BRI, and the organization’s 2015 development strategy mentions “developing common approaches to the Silk Road Economic Belt Initiative” among its goals.57 But the EAEU and SCO members do not overlap neatly, with the latter including a number of additional states. When Pakistan and India, two countries with high tariffs and political tensions, joined the SCO in 2017, a free-trade zone became even more unlikely.

Of course, China could join the EAEU. But it is impossible to imagine either Moscow or Beijing supporting this level of integration. Moscow dominates the EAEU in economic and political terms, and admitting China would undercut that influence. Indeed, it would be more accurate to say that the EAEU would be joining China, which is more than seven times larger in economic and demographic terms than the EAEU members combined. China, for its part, would have little to gain from binding itself to the EAEU’s higher tariffs and rules.

Plenty still divides Russia and China. Beneath the endless mutual praise and talk of partnership, they are fundamentally unequal, with China towering above Russia in economic and demographic terms. Even the language they use to describe their partnership is telling. Chinese officials speak of dui jie, or “docking,” the BRI and EAEU. Russian officials use the word sopryazhenie, which means “coupling,” suggesting a more equal partnership that is at odds with reality.58

The greatest barrier to deeper integration is a similarity: Russia and China are unwilling to give up much control. Both visions aim to enhance a single state’s influence. The EAEU puts Moscow at the center, while the BRI puts Beijing at the center. Both visions also maintain a defensive posture domestically. The EAEU protects Russian industries, while for all the talk about BRI promoting connectivity, China uses capital controls that limit financial flows, internet restrictions that limit information flows, and security policies that limit the movement of people and goods. Both governments favor domestic stability and self-preservation above all else. Greater connectivity could bring more growth but also more disruption and less control.

The Last Boat

There was no illusion about who was in control, as my time with the Russian border guards stretched on. “We will go get the document,” the soldier announced. Apparently “we” included me, so I very reluctantly piled into a van with three soldiers and Nadia. “You don’t need that,” one of the soldiers said as I reached for the seat belt. “That is not against the law?” I asked. “Not when you’re with us,” he said. Dimitry followed in his car. The ride was only fifteen minutes, but it was in the opposite direction of the city. It was four p.m., and my chances of catching the ferry back to Heihe were dwindling by the minute.

The border guards’ local command post was on a dirt road, off poorly maintained roads, behind a makeshift wood and wire gate. As we approached, the soldiers let Nadia and me out of the van and continued past the gate. We sat in Dimitry’s car with the doors open, flies buzzing in and out. I was not the only one checking my phone. Dimitry and Nadia had other places to be as well. Dogs barked from within the compound.

Around 5:15 p.m., the soldiers emerged with more papers. Nadia explained that they were identical copies of the report from earlier, only the handwritten parts had been typed up. I initialed and signed a Soviet-sized stack of papers.

NADIA: They say they can make a second copy, if you would like.

ME: No, thank you.

DIMITRY: To get more paper, they may need to cut down a tree.

Suddenly, without ceremony, we were done. We closed the doors, and Dimitry sped away. As he accelerated, driving fast over the dirt road, I wondered whether he was eager to get home, putting on a show, or actually helping me catch the boat. Around 5:45 p.m., the city emerged. At 5:56, we arrived at the entry to the ferry. I jumped out and ran for the departures building. But at 5:58, the door was locked. I banged on it. A customs official emerged, opening the door just long enough to announce: “The next boat is tomorrow morning, 8:30 a.m.”

If only the bridge had been complete. It could turn a two-hour ferry and customs process into a twenty-minute drive, boosting the flow of goods and people across the river. Like all new connections, these changes would force the beneficiaries of the current system to adapt. The suitcase traders might be replaced by truckers. If enough people opted to drive, the dingy restaurant and hotel where I spent the evening, both located near the ferry terminal as many others were, might struggle to stay in business. Most of all, if the bridge were complete, it would not be a restricted area. I might not have spent the day with the Russian border guard.

But as I was reminded the next morning, scrutiny was never far away. Before catching the first boat to Heihe, I had to clear customs. After looking through my passport for several minutes, a Russian official picked up a phone. Moments later, a plainclothes security agent was questioning me in a back room. When I was finally cleared to depart, the dull thud of my passport being stamped sounded to me like a slot machine hitting the jackpot.

An hour later, I arrived in Heihe, never happier to be on Chinese soil. I handed my U.S. passport to another understandably confused customs official, who called his supervisor. The supervisor took a quick look at my visa, smiled, and waved me through. Like the reception on each side of the bridge, the contrast was telling. Naturally, both sides were surprised to see an American amid the steady stream of Russians and Chinese. The Chinese were amused. The Russians were alarmed.
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CHAPTER FIVE

The Bridgehead

Central and Eastern Europe

“ITHINK, MAYBE, YOU MIGHT prefer taking the bus to Budapest,” the receptionist at the Moskva hotel in Belgrade said politely. Most people do. It is faster, and the air-conditioning works. But I was there for the train, a route made famous by Agatha Christie’s 1934 novel Murder on the Orient Express and more recently by China’s controversial push to build a faster line. The $3 billion project, China’s first railway in the EU, has become a testing ground for whose rules will prevail in eastern and central Europe.1

No one is yelling murder yet, but in 2017, the European Commission launched an investigation into the bidding process around the Belgrade-Budapest railway. At question is whether the Hungarian government awarded the contract to Chinese firms without an open competition, which is required by EU law. In response, Hungary held a new tender for the project. The winner is hardly reassuring: a Hungarian-Chinese consortium that includes a company owned by Lorinc Meszaros, a childhood friend of Hungary’s Prime Minister Viktor Orbán.

Officials at the European Commission in Brussels and those in western Europe—especially Germany and France—worry that Chinese investments are eroding unity within the EU and weakening the states on its eastern fringe. “They try to import their way of life, and this means a combination of capitalism and political dictatorship,” EU Commissioner Johannes Hahn, who oversaw the accession process of new members and relations with those bordering the EU, said of China. “This will be one of the great challenges of Europe.”2

Others have been even more blunt. “The initiative for a new Silk Road . . . is not a sentimental nod to Marco Polo, but rather stands for an attempt to establish a comprehensive system to shape the world according to China’s interests,” Germany’s Foreign Minister Sigmar Gabriel said at the Munich Security Conference in February 2018. “This has long since ceased to be merely a question of economics. China is developing a comprehensive systemic alternative to the Western model that, in contrast to our own, is not founded on freedom, democracy and individual human rights.”3

Those concerns are spreading.4 EU leaders, after withholding their judgment, have begun openly criticizing Xi’s vision. France’s President Emmanuel Macron has said that the BRI cannot be “one-way.”5 Britain’s Prime Minister Theresa May, to the dismay of her hosts, abstained from signing a memorandum of understanding (MOU) during her visit to Beijing in January 2018.6 In April 2018, the German newspaper Handelsblatt reported that all but one of the national EU ambassadors to Beijing signed onto a report criticizing the BRI, noting that it “runs counter to the EU agenda for liberalizing trade and pushes the balance of power in favor of subsidized Chinese companies.”7 Hungary was the lone holdout. More surprising is that Greece, which has often stood with Hungary to soften EU criticism of China, joined the statement.

Feeling neglected by western Europe, central and eastern European countries have increasingly turned toward China for investment, particularly after the 2008 financial crisis. The Czech Republic’s President Miloš Zeman has offered his country as China’s “unsinkable aircraft-carrier.”8 In 2016, Greece’s Prime Minister Alexis Tsipras said his country could “serve as China’s gateway into Europe.”9 Hungary’s Orbán has put it even more bluntly: “If the EU cannot provide financial support, we will turn to China.”10

China has been happy to oblige. Its direct investments in Europe have risen from less than $1 billion in 2008 to a record $42 billion in 2016. Chinese investments have since pulled back, due to China’s own limits on investment outflows as well as increased scrutiny from outside, but Europe remains a major focus. China’s wallet has been welcomed, particularly by non-EU members, because it can dispense cash faster and with fewer restrictions.11

For China, central and eastern Europe are a bridge into the EU, the grand prize at the opposite end of the Eurasian supercontinent. Chinese contractors have struggled to gain a foothold in the EU market, where projects require rigorous risk assessments and most countries already have access to competitive financing. In 2009, the China Overseas Engineering Group (COVEC) became the first Chinese firm to win a contract for building a European road. COVEC’s bid for the project, a highway linking Warsaw and Berlin, was shockingly low—less than half of what the government had budgeted. After winning, COVEC claimed that materials were unexpectedly expensive and quickly ran into cash-flow problems. Poland canceled the contract, making China’s first foray an embarrassing failure.

Officials in Beijing have not forgotten that episode, and the Belgrade-Budapest railway offers a chance for redemption. Both parts of the railway are valuable to Beijing. The Hungarian portion is China’s first railway project within the EU.12 It is a training ground for Chinese state-owned enterprises to meet EU requirements and prove they have what it takes to compete against Western companies on their home turf. It also strengthens ties with Hungary’s leadership, which has been willing to weaken common EU positions toward China.

The Serbian side of the railway provides an opportunity for China to deepen economic and political ties with a country that could become part of the EU. Although Serbia is an EU candidate, it is not bound by the same procurement regulations that Hungary and other existing members must uphold. When and if Serbia and other central and eastern European countries accede to the EU, Chinese firms already based in those countries could ride more easily into the EU market. In recent years, Chinese infrastructure investments have been disproportionately concentrated on Balkan states aiming to join the EU.13 “It would not be immodest or wrong to call Serbia China’s main partner in Europe,” Serbia’s minister for construction said in 2017.14

“The Iron Road”

Despite the attention that China’s Belgrade-Budapest line has received, it is hardly Serbia’s first shady railway deal with a foreign power. That would be its first railway as an independent country, started after the 1878 Congress of Berlin, which included a special committee to oversee the construction of a regional railway. The project was a matter of international concern because since the 1850s, European powers had sought to establish a railway connection with the Ottoman Empire. When the Russo-Turkish War ended in 1878, Serbia sat between two empires, the Ottoman Empire and Austria-Hungary, and the shortest route between them ran through it.

Having made the railway a priority, European powers jockeyed to influence its route. Austria-Hungary and Russia viewed the railway in zero-sum terms. Austria-Hungary’s diplomat in Belgrade explained the stakes to his superiors at the Ministry of Foreign Affairs: “Russia, if it was to get the railway in Serbia, would receive in the south of our Kingdom a permanent and reliable observer, a force, a new agitator on our southern border, in the end it might get allies in Serbia.” Officials in Russia, for their part, viewed the railway as an opportunity to stop the spread of Austrian-Hungarian influence in Serbia.15

Within Serbia, the project was praised and vilified. Establishing a railway, some Serbian elites had long argued, was a key to modernization. “Serbia will collapse, unless an iron road is constructed over it!” Prince Mihailo Obrenovi´c, Serbian royalty, worried in 1865. Others saw another avenue for foreign influence. “In the Iron Road, which will pass through the heart of Serbia, I see that fierce dragon, which will. . . swallow thousands of families whose grandfathers and fathers made all sacrifices for the freedom of this country,” an opponent of the railway later warned.16

The dragon, of course, was not China but Austria-Hungary. Serbia, lacking sufficient funds as it does today, looked for outside investors. Austria-Hungary, its imposing neighbor and historical aggressor, was offering the best financial terms for the railway. Critics of the railway argued that it was not a pressing need and that rather than enriching Serbians, the railway would subjugate them. As one Serbian economist warned, “All that our railway could export is raw materials, which are required by the Austrian-Hungarian factories. And once we have finished exporting raw materials, then we shall become laborers of foreign factory owners and capitalists.”17 The opposition also pointed to missing links in the bigger proposed network, which no one could guarantee would be built, making the railway’s outlook even more uncertain.

Secrecy and bribery moved the railway along. Recognizing that Austrian companies would probably win any open tender for the project, Serbian officials held secret negotiations with Russia, which could not afford to finance the project but wanted to build it. Both sides agreed that, after securing financing from France or Britain, Serbia could hand over construction to a Russian firm. But the deal fell apart. Société de l’Union Générale, a French bank, eventually won the concession for the line, after bribing members of the royal family. It went bankrupt in 1882, less than a year after construction was started, and Serbia appointed another French bank in its place. After becoming operational in 1884, the railway generated losses for the state, which was forced to pay the guarantees it had promised its creditors.18

Belgrade’s first railway station was completed shortly after the line, and its grand yellow facade evokes the era when the train was cutting-edge technology. The building also reflects the city’s traumatic history. Infrastructure is often the first target of military operations, and Belgrade’s position at the crossroads of empires has meant that its railways and bridges have often come under attack. German forces damaged the station in 1941, during the early days of World War II, and Allied forces followed suit in 1944, when the country was occupied. In 1999, NATO munitions hit the Chinese embassy in Belgrade, an accident that pushed China and Serbia closer together. The city has been destroyed and rebuilt some forty times.

“The Biggest Transportation Disaster”

After 134 years of operation, Belgrade’s main station was shut down in July 2018, just days before I arrived. Eventually, it will reopen as a museum.

The new station, still under construction when I visited, is an outcast. It was built in an impoverished area with the assumption that the building blocks of city life—apartments, offices, restaurants, and shops—would be developed around it. But little has sprouted, and the station remains disconnected from the rest of the city. Travelers using it must take a bus or cab. “It is the biggest transportation disaster in Belgrade,” Vukan Vuchic, a Belgrade native and leading transportation expert at the University of Pennsylvania, told me.19

Inside, the station was a bunker of cold gray concrete and blue construction tarps. The only decorations were graffiti on the train. Bubble letters, large and neon, covered a train several tracks away. The spray paint occasionally crept up past the lower paneling and onto the bottom of each train’s windows. The station was eerily quiet, especially for a weekday morning. Rather than history, what one feels when entering is a suspicion that you are about to make a cameo in Saw, the horror-film franchise.

Where it matters most, though, the new station seems to be getting it right. There is an information booth staffed and ready to point travelers toward the ticket office. Before boarding the train for the nine-hour journey, I asked one of the staffers whether there was food on board. “No, that’s the café,” he said, pointing to two vending machines on the side of the track. I paid for an instant coffee, and brown liquid dribbled out of the machine and into a thin plastic cup. Hand burning but unwilling to drop the only caffeine in sight, I climbed aboard.

I was not expecting to bask in the luxury of the famous Orient Express, with its white tablecloths and wooden paneling. In 1882, the first Orient Express service that left Paris offered oysters, soup with Italian pasta, turbot with green sauce, fillet of beef, “chaud-froid” of game animals, lettuce, chocolate pudding, and a buffet of desserts.20 The Orient Express was never a single line but a series of lines that stretched from Paris to Istanbul. Like the proliferation of “New Silk Road” initiatives in recent years, the Orient Express was such a captivating brand that it was appropriated, reused, and ultimately overused. The last regular train that could claim to be a part of that network made its final run from Vienna to Strasbourg in 2009.21

The mustachioed hero in Christie’s thriller, the detective Hercule Poirot, would find few people to question but plenty of clues on today’s train. Climbing into a first-class cabin on the first train of the day, I found crumbs from previous company sprinkled across the seats. Other than the staff, the only other living thing I saw were flies. Chewed gum had colonized the air vents beneath the windows. The carpet was brown and rough, showing some stains and surely hiding lots more. Molder on the Orient Express.

Shabby but punctual, the train departed at 7:42 in the morning and soon passed through the area where China and Serbia held a ground-breaking ceremony for the new railway in November 2017. “I hope workers from the two countries will work devotedly and complete the project with high quality,” a Chinese official remarked after the ceremony. But when I visited that site, there were no noticeable signs of significant construction. After initially promising the project would be completed in 2017, officials have delayed it several times.22

The train is so flawed that, accidentally, it offers something priceless and increasingly rare. It is a tired rumbling box with signs advertising Wi-Fi that does not exist. The outlets do not work. Out the window, flat fields of wheat and sunflowers repeat endlessly. What you see in the first hour is what you get for nine hours. Few services provide such a complete escape from distraction, and when almost everything else does not work, the mind really does.

The new railway has suffered from creeping requirements. Officials promise it will be “high speed,” even though original plans indicated a target well below two hundred kilometers per hour, the generally accepted threshold. Some reports have suggested they are considering further upgrading the project to hit that mark, which would inevitably upgrade the project’s price tag as well. The current train could certainly benefit from greater speed. In a world where most forms of transportation have become faster, the Belgrade-Budapest line has actually regressed. In the early 1980s, the train took roughly six hours, a third less than it takes today.23

But beyond a certain point, the allure of speed often reflects the triumph of politics over economics. Politicians love to announce big projects, which attract media coverage and advance legacy-building efforts. There are usually other options, of course. For existing railways like the Belgrade-Budapest line, investing in upgrades and better operations and maintenance can be more cost-effective than starting anew. Those prudent decisions should be cheered by taxpaying citizens, but the theater of politics often demands more. It is hard to hold a ribbon-cutting ceremony for a maintenance job.

High-speed railways are doubly tempting because they tap into what sociologists call the “technological sublime,” the thrill that planners and politicians get from delivering the latest technology and in some cases even pushing technological boundaries.24 Superlatives often accompany new projects—the longest bridge, the fastest train, the tallest building—and can influence design choices. The technological sublime is baked into the very name of high-speed rail, which evokes images of sleek futuristic trains zipping from one city to another. Having built more kilometers of high-speed rail domestically than the rest of the world combined, Chinese firms are eager to feed these temptations.

As China aims to dominate other advanced technology and manufacturing sectors, high-speed rail is a cautionary tale for its Western competitors. After launching joint ventures with Canadian, German, French, and Japanese companies, Chinese firms were able to acquire the capabilities and technical knowledge to start producing their own high-speed rail technology. In 2010, one industry expert estimated that 90 percent of China’s high-speed rail technology was derived from foreign partnerships or equipment.25 Driven by quarterly earnings, Western firms failed to appreciate, or simply could not resist, the longer game that China was drawing them into. These deals provided foreign firms with access to China’s large domestic market, but the gains were temporary.

Many of China’s early partners became its competitors, and since then, many have become its collateral damage. In 2005, the German conglomerate Siemens entered into a joint venture with China National Railway Corporation to provide $919 million worth of trains for the Beijing-Tianjin high-speed railway.26 During the railway’s construction, the Chinese partner mastered the German firm’s technology and deployed an “indigenous” version at one-third the cost, raising red flags that Siemens’ intellectual property had been compromised.27 When a follow-on project was announced in 2008, China’s Ministry of Railways insisted it use “Chinese” technology, awarding the $5.7 billion contract to China National Railway Corporation.28 The accusations have come full circle as Chinese researchers have even accused foreign companies of stealing Chinese rail technology.29

Despite the political appeal of high-speed railways, they are rarely profitable.30 As a rough rule, the proposed route should be between two hundred and five hundred miles in length. Outside that range, shorter routes are often better served by standard rail or buses, and longer routes are better served by airplanes. Most new routes cost at least $10 million per mile to build and rely on government subsidies to operate. To break even, high-speed railways require at least six million passengers a year under relatively optimistic assumptions about construction cost and time savings.31 Since the first high-speed railways emerged in France and Japan in the early 1980s, only two high-speed rail projects have become profitable, and a third has broken even.32

The Belgrade-Budapest line seems destined to join that loss-making list. Even though its length, roughly 220 miles, is within the appropriate range, it will struggle to serve enough people. Attracting six million passengers would require every man, woman, and child in Belgrade and Budapest to buy two tickets each year. More often, annual passenger volumes must exceed nine million to break even. Tamas Matura, an assistant professor at the University of Budapest, estimates that the new line will take twenty-five hundred years to make a profit, without factoring in maintenance costs.33

Despite the uncertainties of the railway—or perhaps because of them—Hungarian, Serbian, and Chinese officials are already looking south. They have suggested that the railway will become part of a corridor linking another historic destination turned flagship BRI project, Piraeus Port in Greece, with European markets farther inland. Ships from China will dock at Piraeus, and their cargo will be carried by rail to Budapest, passing through Belgrade along the way. Chinese officials have dubbed it the “China-Europe Land-Sea Express Line.”34

But like Serbia’s first railway, the idea depends on other railway links being built in the coming years. Standing between Belgrade and Piraeus are hundreds of miles of railways in Serbia, Macedonia, and Greece that require upgrades. Practical concerns aside, the idea is undeniably clever and, like other parts of the BRI, has an imaginative pull. It has also been called the Balkan Silk Road, and realistic or not, it has the benefit of associating the uncertain Belgrade-Budapest railway with Piraeus, which has already established itself as one of China’s most commercially successful projects.35

“The Dragon’s Head”

When I visited Piraeus Port in October 2018, its staff was recovering from hosting a much more important visitor. A few days earlier, China’s transportation minister, Li Xiaopeng, toured the facilities by boat. At the time, his three-year budget was larger than Argentina’s annual GDP. Chinese officials use Piraeus as a showpiece, allowing party leaders to bask in its success and hosting foreign officials from Africa and elsewhere to give them a glimpse of what partnering with China might accomplish. When Xi visited in November 2019, he called it “the dragon’s head” for China in the region.36

Well before Piraeus became part of China’s BRI, it was center stage for the rise and fall of great powers. In the fourth century BC, the Athenian general Themistocles persuaded his government to create a naval fleet at Piraeus. The decision was criticized at the time as wasting public resources but vindicated when Persia’s King Xerxes attacked Greece in 480 BC. In one of the first large naval battles in history, Themistocles lured the Persian fleet into the narrow waters at Salamis, where his vastly outnumbered Greek fleet sank three hundred Persian ships. After growing into a commercial hub, the port was destroyed during the Peloponnesian War, when Sparta defeated Athens. It was rebuilt under Alexander the Great and then destroyed again by the Roman Empire. Not until Greece’s statehood in 1832 did the port begin to reemerge.37

China took the port without violence, though not without opposition. In 2014, after leasing a container terminal at Piraeus five years earlier, the Chinese shipping giant COSCO reached a deal to buy a majority stake in the port. Led by Alexis Tsipras, the left-wing party Syriza opposed the deal along with other proposed privatizations, which it pledged to freeze and renegotiate on better terms. When Syriza took power in 2015, its shipping minister announced on his first day in office, “The [port] selloff stops here.”38 But under pressure from Greece’s “troika” of creditors—the European Commission, the European Central Bank, and the International Monetary Fund—Tsipras accepted the deal and only made changes at its margins. Investors applauded Tsipras for this reversal, and union workers protested outside his office.39

Few projects under the BRI banner have achieved Piraeus’s commercial success. In 2018, its container traffic increased more than fivefold over 2010 levels, when COSCO first took over the management role from Greek companies.40 A Greek company still runs one of the three terminals, but most of the gains have occurred in the two Chinese-run terminals. When I visited, a long line of trucks was backed up beyond the entrance to the Greek-run terminal, while those entering the Chinese terminals cruised smoothly into the facilities.

The port’s increase in performance has not come without controversy. Its workers union has gone on strike several times and has alleged that COSCO is not fulfilling its labor-protection obligations.41 The new management team paid for 110 workers to retire early, roughly a 10 percent workforce cut.42 Previously, port authority workers were allowed to work from 7:30 a.m. to 3:00 p.m., and now they are required to work standard business hours, 9:00 a.m. to 5:00 p.m. Of course, many of these adjustments are not unique to Chinese ownership and could have happened under other private owners.

EU authorities also suspect that a criminal smuggling network has shifted to the port. In 2018, they began investigating whether Chinese companies are systematically underreporting the cost of imported goods to avoid EU taxes. The EU’s antifraud office has fined the Greek government €200 million for poor regulation and oversight.43 In Piraeus, as elsewhere, better connectivity not only brings more “nice” things but also opens the door for illicit activities.

Undaunted, China is eager to expand further. It aims to turn Piraeus into the largest container port in the Mediterranean by 2020 and has already moved into second place, behind Spain’s Port of Valencia. In October 2019, the Greek government partially approved COSCO’s master plan for turning old warehouses into luxury hotels, adding new storage and logistics facilities, and building a cruise terminal service center with duty-free shops.44 COSCO also wants to invest an additional €300 million to build a fourth container terminal.

As one of China’s most successful projects, Piraeus also shows the limits of using foreign infrastructure in general and ports in particular to promote goodwill. Sometimes commercial success is at odds with public sentiment, especially when higher productivity means fewer workers. Touring a modern port is like watching a giant mechanized symphony: there are smooth, coordinated movements and very few people. Piraeus operates its container terminals as semiautomated, which it justifies on safety grounds but has the benefit of employing more workers. The port’s top leadership is mostly Chinese, but the workers are overwhelmingly Greek. The tension between productivity and employment is not unique to foreign infrastructure projects, but foreign owners are an easier target for public protest. Beijing can lose in the public eye even when its projects succeed.

Greek citizens, like so many others, hold conflicting views about China.45 On the one hand, a majority of Greeks view China positively as an economic partner. On the other hand, they view China’s rise as negative for the European Union as a whole. Complicating matters is resentment among Greeks about the choices they face. After mandating that Greece sell state assets, EU officials express concern about China’s growing investments there.

This ambivalence gives local politicians the ammunition they need to create obstacles to the port’s expansion. Greece’s Central Archaeological Council designated large swaths of Piraeus a heritage site in April 2019, threatening to prevent further construction at the port due to Greece’s strict archaeologic protections.46 By design, these threats are likely to yield only minor adjustments. Politicians benefit from publicly standing up to China and being seen to protect Greek heritage and culture. In the process, they may also compel China to increase its investments to win their approval.

“Balkan Back Door”

Whether the Belgrade-Budapest railway ever reaches Piraeus, it has already become a flagship project for China’s regional engagement. Every year since 2012, sixteen central and eastern European heads of state, including eleven EU members and five non-EU members, have assembled around China. Originally called the “16+1” format, the group expanded to include Greece in 2019.

This regional grouping is both less and more than it seems. At first glance, it is tempting to dismiss it as a hollow talk-shop. Almost every year, statements note that cooperation will be conducted in accordance with each country’s “respective laws and regulations,” an attempt to reassure Brussels that EU rules are not being undermined. The group has accomplished little of consequence since it was formed in 2012. Confusion about its purpose is evident in the struggle to describe it. It has been called a mechanism, a format, a framework, and a platform, among other things.

What all these labels fail to capture is China’s ability to effectively exercise its power bilaterally under the cover of a multilateral veneer.47 Bringing together many countries, this grouping gives the outward appearance of inclusivity and consensus building. In statements, the participants affirm their commitment to principles such as openness and transparency and genuine multilateral institutions like the World Trade Organization and the United Nations.48 “We need to uphold multilateralism,” China’s Premier Li Keqiang told attendees in 2018.49

Beneath the surface, China’s 17+1 format is fundamentally different from the multilateral practices and institutions it claims to uphold. China and its partners do not subscribe to a common set of rules that has any significant impact on their behavior. Nor is anything of consequence done by consensus. China’s multilateralism through the 17+1 format and the BRI more generally lacks depth, and it relies on stroking egos and dangling bilateral deals. Call it “flatteralism.”

Most of the time, the 17+1 equals two: China and the smaller country with which it is negotiating. It is an equation that has worked well for Beijing, which has used its economic power to divide the EU’s current membership and deepen roots in candidate countries. In 2016, Hungary, Croatia, and Greece helped soften an EU statement on China’s claims in the South China Sea. Similar tactics have blocked criticism of China’s human rights record.50

There are practical and political advantages as well. These annual gatherings allow Chinese officials to efficiently lavish high-level attention on smaller economies. And when China comes to town, its summits are less board meetings than auditions. The seventeen countries compete for the attention of the one. China uses variations of this model elsewhere, positioning itself at the center of summits in Africa and Latin America.

But China has yet to offer deep multilateralism at scale. Its closest attempt, the Asian Infrastructure Investment Bank (AIIB), has attracted broad participation and adopted rules similar to those of the World Bank. But having lent only $12 billion at the end of 2019, the AIIB is easily overshadowed by Beijing’s bilateral lending mechanisms.51 China Development Bank, which is the world’s largest development-finance institution, pledged to lend $250 billion to BRI partners over a five-year period.52

The limits of China’s bilateral approach are evident in the MOUs that Beijing has pushed so many countries to sign. Chinese officials make a point of claiming that the BRI will be tailored to promote local development goals, but the MOUs use boilerplate, nonbinding language. Occasionally, a mention is made to “link” or “align” the BRI with a partner’s development plan, but how that will happen is not spelled out.

The value of these documents is purely symbolic, though increasingly not as China intended. Chinese state media make a habit of touting how many cooperation documents have been signed with countries and international organizations. But participation is no guarantee of investment, and the longer the list of BRI cooperation documents grows, the less signing them means. More than any port or high-speed railway, it is perhaps the MOU that best captures what the BRI is—and is not.

For all the lip service paid to openness, China’s checkbook disproportionately favors the five non-EU governments, where investment rules are less transparent and open. Collectively, the five non-EU economies (Albania, Bosnia and Herzegovina, North Macedonia, Montenegro, and Serbia) have a GDP that is roughly one-sixteenth of the eleven EU economies. Yet in 2016 and 2017, they attracted roughly half of announced Chinese investment across the sixteen economies in transport infrastructure, energy, real estate, and mergers-and-acquisitions deals.53 Citing these outsized investments, some European officials worry that China is creeping through a “Balkan back door.”

China’s promises for investment must be taken with a grain, if not a mountain, of salt. For each project that has started, there are countless others that remain aspirational. During Xi’s visit to the Czech Republic in 2016, for example, he proposed building canals linking the Danube, Oder, and Elbe Rivers. If completed, they would allow ships to travel from the Baltic and North Seas to the Black Sea. The idea was not China’s, nor was it new, having been proposed in various forms for hundreds of years. But its sheer scale seemed a natural fit for China’s ambitions and the insatiable appetite of Chinese construction companies. After some initial fanfare, however, little has occurred.

“The Secular Struggle”

On the train to Budapest, I was startled by a voice, the first I had heard in hours. “Passport,” a uniformed woman said, standing in the doorway of my cabin with one hand out. In her other hand was a small box. As my documents were stamped, I looked out the window and realized I had been expecting the physical landscape to change. But identical fields stretched on. Some borders have natural physical divides: a river, a mountain, or the sea. Others, like the one between Serbia and Hungary, feel entirely arbitrary. But they have consequences for the people caught between them. The average salary in Serbia is 40 percent lower than in Hungary.54

Other than a brief change of staff and the appearance of customs officers, the stop on the Serbian-Hungarian border was remarkably similar to all the other stops. At each stop, a railway official emerged from a building with a small notebook, judiciously noted the presence of the train, and exchanged some quick banter with the conductor. At the border, the entire process took less than fifteen minutes, helped by the fact that there were few passports to stamp. We continued onward, and finally, after twenty-four stops and nine hours, the train rolled into Budapest.

For China’s state-owned construction firms, the EU remains much more difficult to enter. The biggest obstacles are EU funding and rules. To compete for EU projects, China must drop its preferred approach of offering loans that require using Chinese firms and compete more directly for contracts. Chinese firms are struggling but learning, and with time, they will surely get better at meeting EU environmental safeguards and other rules. But the availability of EU funding for infrastructure, as well as private investment, means that China’s loans are not as attractive. Compared to developing and emerging markets, where China’s BRI is most active, China has a higher bar to clear and less leverage for negotiating in the EU.

That bar could get even higher. Chinese investments are receiving greater scrutiny, particularly those related to technology and critical infrastructure.55 Along with stricter foreign investment reviews, EU states are considering industrial policies that would support their firms against China’s large and heavily subsidized state-owned enterprises.56 Calls for conditioning China’s access to the EU market on reciprocal access to the Chinese market are growing louder as well.

The thorn at the center of this debate is whether Europe must become more like China in order to compete with it. If the EU does nothing, it risks defeat on what many European officials believe is an uneven playing field. If it overreacts, the urge to protect European companies could come at the expense of their competitiveness.

The EU is still struggling to find the right balance. To compete with China’s railway companies, French and German leaders supported merging their state railway companies, Alstom and Siemens. In February 2019, however, the deal was stopped by antitrust authorities in Brussels on the grounds that it would raise costs for consumers and reduce competition. The process for evaluating mergers looks only at the EU market. “There is no prospect of Chinese entry in the European market in the foreseeable future,” explained Margrethe Vestager, the EU commissioner in charge of competition policy.57

That future is not so difficult to imagine, however, and the global view looks different. China’s state-owned firms benefit from scale as well as generous state subsidies, and they are using the BRI to learn how to deliver projects outside China. It is sobering to note that even if the merger were approved, China’s largest railway company, CRRC Corporation Limited, would still have annual sales totaling more than twice that of a combined Siemens and Alstom.58 European business interests, particularly in France and Germany, are pressing for policies that would make mergers easier.59

It is ultimately a question about how to compete. Free-market advocates still see more danger in domestic protection than in China’s expanding global footprint. In the Siemens and Alstom case, for example, the worst outcome would be an EU railway champion that atrophies because it is overly protected. In that scenario, a weak EU champion would become a liability and could even become a target for Chinese acquisition. Even for the EU, turning inward is not a viable long-term strategy, since more than three-quarters of the global economy is outside it.

The EU is not marching in lockstep, of course, and never has. At least ten EU members, primarily in central and eastern Europe, had signed BRI MOUs by mid-2019.60 When Xi Jinping visited Rome in April 2019, the Italian government rolled out the red carpet, literally, and signed onto the BRI. The decision provoked public criticism from the U.S. government, but it was another nonbinding document, more politically symbolic than commercially meaningful. By pulling in a new Italian government that was more favorable to Beijing than its predecessors, the deal demonstrated China’s ability to take advantage of political windows of opportunity. After Rome, however, Xi continued on to France, which did not sign an MOU but did announce $45 billion in deals, sixteen times more than Italy had done.61 Inadvertently, Xi’s trip also signaled how little value the MOU carries.

Even “neutral” Switzerland has signed onto the BRI. At the second Belt and Road Forum in April 2019, Switzerland, which is not an EU member but participates in the EU’s single market, signed a document to facilitate cooperation in third markets. China’s main interest is attracting more private investment to its projects. Of course, the MOU does nothing to reduce the risks that investors face in foreign markets. For all the headlines that these documents have generated, they remain neither necessary nor sufficient for doing business with China.

But the EU’s debate is less about ends than means, signaling a major shift in its stance toward China.62 For years, the EU’s engagement with China was based on the hope that China would liberalize its economy and open up. As recently as 2016, for example, the EU’s main China strategy document took a relatively cautious position, noting, “China’s increased weight and a renewed emphasis on ‘going global’ mean that it is seeking a bigger role and exerting greater influence on an evolving system of global governance.”63 Three years later, it called China a “strategic competitor” and “an economic competitor in pursuit of technological leadership and a systemic rival promoting alternative models of governance.”64

These are modest steps, more rhetorical than transformational; but they reflect a growing consensus among policy makers, and their direction is clear. As the EU ramps up investment screening and considers new industrial policies, it has launched its own connectivity initiative aimed at competing with the BRI in its backyard. It has also refused to grant China market-economy status at the WTO. “Maybe we have overestimated Russia and underestimated China,” Johannes Hahn, the EU commissioner formerly responsible for accession, said in March 2019.65 If more Europeans agree, elevating China as the primary threat, the shift in perceptions could be transformative, not only for the EU’s relations with China but also for the EU itself.

That shift has not yet occurred in the broader public mind. Roughly the same percentage of people in France and Germany were concerned about China’s and Russia’s power and influence, according to a 2018 poll.66 Other EU members surveyed, including the United Kingdom, Italy, Spain, Hungary, and Poland, had higher percentages concerned about Russia. More people in Germany and France viewed U.S. power and influence as threatening than viewed either China or Russia that way. The more U.S. and European perceptions diverge, the more difficult it will be to fashion a united response to China.67

Of course, the BRI is just one dimension of Chinese power and influence. In the short term, European views of China are likely to be shaped more by events within China. Beijing’s use of surveillance technology, its persecution of ethnic minorities, and its treatment of Western firms are among the top areas of European concern. But through the BRI, some of these challenges will move closer to the EU. In early 2019, for example, Belgrade announced plans to install one thousand surveillance cameras through a partnership with the Chinese tech giant Huawei. As Chinese construction firms learn to navigate the EU market, the friction created by competition with Western firms will intensify.

China’s divisive push into the EU’s neighborhood could eventually help unite it. After all, the Soviet Union helped bring the EU into existence. Before that, threats came from the Ottoman Empire during the sixteenth century and the Mongol empire during the thirteenth century. Halford Mackinder, the British geographer, argued that European civilization itself is a reaction to threats from the East. “European civilization is, in a very real sense, the outcome of the secular struggle against Asiatic invasion,” he wrote in 1904.68 Sometimes external enemies divided and ruled; other times Europe unified and resisted.

The BRI in its current form presents a different threat. The invaders are not massing at the EU’s borders with horses or tanks but strolling into European capitals with briefcases in hand. Yet China’s influence, and its use of economic tools for political aims, has already caught the attention of European leaders. Even as they debate whether to become more like China in their responses, a consensus has emerged that China is not going to become more like the EU. There is a growing sense of urgency, but the threat China presents is not yet viewed as existential. To truly unite Europe, China’s BRI will have to stretch closer and become more menacing in European minds.
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CHAPTER SIX

The Weak Are Powerful

Southeast Asia

THE POWERFUL WILL TAKE what they will, the weak will yield what they must,” Malaysia’s Prime Minister Mahathir Mohamad reflected in July 2018, paraphrasing the Greek historian Thucydides to summarize the challenge that China presents. “They are more powerful, and we cannot fight against them. How do we benefit from their wealth and their power?”1 It is a question that many developing countries are grappling with, none more urgently than those in Southeast Asia. Cleverly, it also hides the power that smaller countries wield when they court China and its competitors, playing them off each other.

As a geographic construct, Southeast Asia was first defined by outsiders. Howard Malcom, a reverend from Boston, Massachusetts, is often recognized as being the first to use the term in his book Travels in South-Eastern Asia, published in 1839. The concept was cemented during World War II, when Franklin Roosevelt and Winston Churchill created the South East Asia Command. British and U.S. government agencies further debated and revised their definitions of the region, its membership and boundaries, but the basic idea stuck.2

Following the war and decolonization, the region defined itself. A landmark development was the creation of the Association for Southeast Asian Nations (ASEAN) in 1967 by Indonesia, Malaysia, Singapore, Thailand, and the Philippines. Five more countries have since joined, and the remaining country in the region, East Timor, is an observer. Originally aiming to offset communist insurgencies in the region, ASEAN gradually developed an economic focus.

Squint your eyes, and ASEAN looks like a whale’s tale. Thailand is the spine of mainland Southeast Asia, its second largest economy and the gatekeeper for overland connections between the South China Sea in the east and the Bay of Bengal in the west. It is surrounded by Cambodia, Laos, and Myanmar, three fast-growing economies whose fates are increasingly bound with China. In the maritime space, Indonesia is the region’s powerhouse, responsible for roughly two-fifths of ASEAN’s collective population and a third of its GDP.3

For countries on the outside looking in, the region’s pull is irresistible. If ASEAN was a single economy, it would have been the fifth largest in the world in 2018.4 It is an exporting juggernaut, home to some of the fastest-growing middle-income populations, which are becoming burgeoning markets of their own. Even those countries not looking to do business with ASEAN can hardly avoid it. Sitting among Asia’s largest economies, it hosts the second-busiest shipping lane in the world, the Malacca Strait, through which nearly one hundred thousand vessels—carrying a quarter of global traded goods—pass every year.5

The contest to access and influence ASEAN is multifaceted, but the strongest tug-of-war is between China and Japan. China is playing a north-south game, reaching down from Yunnan, the southern province that Owen Lattimore, an American scholar of China, once called the “pivot” of Southeast Asia.6 China’s proximity is a blessing and a curse. Along with ports, it can build overland infrastructure—fiber-optic cables, pipelines, railways, and roads—expanding its supply chains southward. As Chinese wages climb, the prospect of relocating its manufacturing activities to Vietnam, where wages are lower, becomes more attractive.

But China’s size and increasingly strident behavior have created unease in the region. Chinese officials have taken an expansive view of China’s territorial claims in the South China Sea, resisting attempts to negotiate territorial disputes multilaterally and disregarding rulings by international tribunals. In 2010, during an annual ASEAN security forum, China’s foreign minister, Yang Jiechi, stormed out after Secretary of State Hillary Clinton challenged China’s claims. He returned with an aggressive message for the ASEAN countries: “China is a big country and other countries are small countries, and that’s just a fact.”7

China’s actions in the South China Sea have been even more alarming than its words. Where the facts on the ground have not suited its position, China has changed the ground. Between 2013 and 2017, Chinese dredgers added thirty-two hundred acres to land features in the Spratly Islands, nearly the equivalent of the Los Angeles International Airport.8 International condemnation has grown louder as China has outfitted artificial islands with runways and deployed antiship and antiaircraft missiles. But these “salami-slicing” tactics have been effective because no single change seems dramatic enough to warrant a sufficient response.

Japan is playing an east-west game. It is approaching from the sea; but with deep experience in Southeast Asia, Japan is the incumbent, and China is the newcomer. Much of the region’s infrastructure already reflects the interests of Japanese firms, whose supply chains depend on maritime connections. Japan cannot match the global scale of China’s BRI, but it is intensely focused on Southeast Asia, where it is outspending China in several countries and going toe-to-toe with it in others.

Japan’s east-west preferences can be seen in its support for several “economic corridors,” which connect major cities with transport infrastructure. It is backing a “Southern Economic Corridor” that hops across major cities in four countries: Ho Chi Minh City (Vietnam), Phnom Penn (Cambodia), Bangkok (Thailand), and Dawei (Myanmar). To the north, an “East-West Economic Corridor” runs from the port of Danang in central Vietnam, through Laos and Thailand, to the port of Mawlamyine in Myanmar. It is also developing ports in Malaysia, Indonesia, Brunei, and the Philippines.9 What these efforts have in common is a desire to funnel more commerce to the coastlines.

Japan also benefits from a reputation for delivering reliable products, and it has made quality a focus of its efforts. In 2015, Prime Minister Shinzo Abe launched the “Partnership for Quality Infrastructure,” a not-so-subtle way of contrasting Japanese infrastructure with Chinese infrastructure. Backed by $200 billion, it aims to persuade countries to pay more up front for projects that cost less over their lifetime. Japan has also pushed hard for the world’s leading economies, including China, to endorse “quality infrastructure” principles. Safety, sustainability, and reliability are among the goals mentioned. These principles stem not only from a desire to compete with China but also from Japan’s own experience in the region. In the 1970s and 1980s, it made many of the same mistakes that China has been making during the BRI’s initial years.

Japan has another advantage that China does not: allies. No country has been more successful than Japan in shaping recent U.S. government policy for the region. Abe got off to an early start in November 2016, when he strode into Trump Tower with a gold-plated golf club, a gift for the president-elect. The charm offensive has continued with over forty conversations. Many more meetings between lower-level officials have hammered out overlapping policies. In 2016, Abe unveiled his “Free and Open Indo-Pacific” strategy, and the following year, the Trump administration announced its “Free and Open Indo-Pacific” strategy.

But while the Japanese and U.S. bumper stickers are nearly identical, Japan has taken a more diplomatic approach to China’s BRI. Japanese officials have underscored the region’s need for infrastructure and put forward criteria for the type of “quality infrastructure” they support. That engagement, however, should not be confused with endorsement. Naturally, many Chinese projects do not meet those criteria. Japan also supports cooperation among Japanese and Chinese companies working in third countries. These arrangements provide Japan with a window into China’s approach and a seat at the table. Abe has even softened his sales pitch, referring to the “Free and Open Indo-Pacific” as a vision rather than a strategy, after some ASEAN countries claimed it was too divisive.10

Critically, the countries at the center of this competition are far from pawns. The savviest among them have turned a contest among outside powers into a buffet of options for themselves. They do this directly, through open competitions for megaprojects. When Indonesia called for bids for a high-speed railway in 2015, for example, it was as if Sotheby’s put the Mona Lisa on the auction block. They do it indirectly, by traveling to capitals and announcing deals, courting better offers from larger powers, who fear being cut out of some of the world’s fastest-growing markets. In 2016, all four of the region’s new leaders traveled to China and Japan, and all had infrastructure at the top of their wish lists.11

The result is not a simple dichotomy between the powerful and the powerless. Although China’s shadow is growing, Japan is fighting to retain an edge in markets where it has invested heavily for decades. The United States, for its part, is invested commercially and has a network of security partners, including the Philippines and Thailand as treaty allies and Indonesia, Malaysia, Singapore, and Vietnam as enhanced security partners. India’s rise will be felt more acutely in the coming years. Deals are constantly being made, relationships adjusted and recalibrated. Thucydides would be intrigued by the flurry of action but also lost. In Southeast Asia, the powerful pay what they must, and the weak take what they can.

“Look East”

No one has played the game longer than Mahathir, whose first term as Malaysia’s prime minster spanned twenty-two years. A doctor by training, he is an infamously blunt speaker whose anti-Western and anti-Semitic remarks have generated a mountain of controversy.12 To the world’s surprise, in May 2018, he was back in the job at the age of ninety-two, riding a wave of public anger to a surprise victory. On the campaign trail, he made borrowing from China a major issue, warning that Malaysia was selling its sovereignty. As other opposition leaders in South and Southeast Asia watched Mahathir win, they realized he was onto something.

Mahathir’s tactics worked so well not because he changed but because much remained the same. There was plenty in his two decades in office that prepared him for the challenge. “I have always been fascinated by the metamorphosis of bare land into housing estates, industrial estates, highways, bridges and other structures,” Mahathir writes in his memoirs.13 Indeed, he was behind Malaysia’s most iconic projects: the Penang Bridge, the KL Towers, the North-South Highway, and even a Formula One race track. Many of these grand projects were carried out under the banner of privatization and industrialization, but Mahathir believed they also had psychological benefits, putting Malaysia on par with other countries. If details of the projects were disputed, Mahathir accused critics of being against Malaysia’s development.14

To bring about that transformation, Mahathir embraced Japan, which was the global economy’s rising star. From the ashes of World War II, Japan regained its industrial capacity and was so successful by the 1980s that some observers predicted it would overtake the United States. Two decades earlier, Mahathir’s first visit to Tokyo shaped his thinking about what Malaysia might achieve. He and his wife, Siti Hasmah, stood outside the Tokyo train station and watched the trains arrive and depart. “It was an endless stream and it was really quite breathtaking for I had never seen anything like it,” Mahathir recalled. “That scene of the Tokyo Station in 1961 implanted itself in my mind, never to be forgotten. For Malaya to have a similarly impressive railway was a dream.”15

In 1981, six months after taking office, Mahathir launched the “Look East” policy. He viewed Japan as a source of inspiration and, smartly, as a source of investment. The policy included sending Malaysians to study and train in Japan and Korea. Mahathir explained that the goal was not to copy Japan in every way, not to become Japanese, but to borrow from the management practices, industrial policies, and work ethic that fueled Japan’s booming exports. His overtures appealed to Japanese policy makers, who were beginning to push harder at the World Bank and other Western-dominated institutions for recognition of their approach to development, in which the state played a larger and more activist role.

Japan was emerging as a leading foreign-aid provider and would become the world’s largest donor by the end of the decade.16 Its investments were heavily focused on infrastructure in Asia, and the aggregate statistics are astounding. By the late 1980s, Japanese aid was 15–20 percent of the budget expenditures of every country in Southeast Asia.17 At one point, 60 percent of Indonesia’s loans from Japan were being used to service debt owed to Japan.18 In the early 1990s, nearly two-thirds of Japanese aid went to Asia, and in some years, roughly 40 percent of its bilateral aid went toward infrastructure.19 During the same period, the United States provided less than a sixth as much to Asia, and less than 4 percent of U.S. bilateral aid went toward infrastructure.

Tokyo used foreign aid as a runway for Japanese firms to relocate their manufacturing capabilities. During the 1980s, overcapacity grew, and the yen strengthened, squeezing the exporting potential of Japanese firms. As Japan’s vice minister of finance said in 1991, “Japan will increasingly use its aid . . . as seed money to attract Japanese manufacturers or other industrial concerns with an attractive investment environment.”20 Japanese officials wanted to avoid the “hollowing out” they witnessed in the United States, where the departure of U.S. manufacturing to economies with lower production costs had taken a toll on American communities.21

Maintaining control, however, required keeping a tight grip on technology. By moving production into Southeast Asia, Japanese companies risked having their knowledge and methods copied and reproduced, essentially empowering their future competitors. To protect their edge, Japanese firms in Southeast Asia often kept Japanese management in top positions. They trained local staff to operate machinery and equipment, but the more fundamental knowledge behind those processes was kept in Japan. They shared the “how” but not the “why,” as the scholars Walter Hatch and Kozo Yamamura observed.22

As Japan pushed deeper into Southeast Asia, criticism began to mount that its foreign aid mainly benefited Japanese firms. Compared to other leading donors, Japan was giving away less through grants and relying more on tougher loan terms. Japan’s low-interest loans became more expensive for recipients in the 1980s as the yen strengthened. These loans were often “tied,” meaning they required the recipient to use Japanese firms. When Japan moved to untie more of its aid, it initially only allowed developing countries to bid against Japanese firms, protecting its companies from international competition. After the policy change, Japanese firms still won over two-thirds of all procurement.23

Japan also had informal avenues for influencing project outcomes. Japan’s aid process required requests from recipients, for whom Japanese firms eagerly recommended projects and helped draft proposals.24 Design consultants were often Japanese and used specifications that, intentionally or not, favored Japanese firms. Bribes were sometimes chalked up as part of the cost of doing business. When President Ferdinand Marcos of the Philippines left office in 1986 and fled to Hawaii, his papers exposed a system of corruption implicating over fifty Japanese companies.25 The revelation made waves in Japan, where the Japanese parliament was dubbed the “Marcos Diet,” strengthening calls for reform that led to Japan’s first official aid charter in 1992.26

Importantly, Japan stood to benefit even if it did not construct the projects. From the perspective of the recipient country, better infrastructure was critical but far from the only item that would benefit from foreign assistance. There were also pressing needs for education and health services, for example. This focus on infrastructure benefited Japanese contractors and, over the longer term, encouraged more Japanese firms to set up production facilities.27 Infrastructure was not merely an end but a means for developing regional supply chains that reflected Japanese interests.

Mahathir took issue with these practices. In 1984, he asked an audience of Japanese government and corporate representatives, “Is mighty Japan earnest and sincere enough in developing her economic, political and social relationships with a developing Malaysia?” He continued, “Where you have shown enlightened self-interest, I congratulate you. But I do believe that something has to be done to improve the pattern of economic relations between our two countries. That pattern conforms in many regards to the classic pattern of economic colonialism. It is a pattern that cannot but generate tensions in the years ahead.”28 It was a potent line of attack that he would dust off and redirect toward China more than three decades later.

Mahathir realized that technology transfer would not happen voluntarily, and he was using the bully pulpit to improve Malaysia’s bargaining position. As he told the audience in 1984, “We cannot and will not remain merely as hewers of wood and drawers of water. . . . We also have to ensure a better picture with regard to the transfer of technology, the use of local materials, equal partnership and participation with regard to consultants, sub-contractors and professionals. We must not forget manpower training and development.”29 These basic concerns about who benefits from large-scale projects are bubbling up along China’s BRI, in Southeast Asia and beyond.

“Predatory” Economics

Many of the criticisms leveled at China in recent years—overemphasizing infrastructure, favoring its own companies, using commercial loans that dangerously increase the debts of smaller economies, restricting technology transfers—were made against Japan during the 1980s. In the United States, criticism of Japan’s foreign-aid practices overlapped with concerns about its trade policies. In April 1986, the U.S. Congress passed a “sense of Congress” resolution that called out “predatory” aid practices, a term that former U.S. Secretary of State Rex Tillerson, Vice President Mike Pence, and other Trump-administration officials have used to describe Chinese lending.30

Official Japanese government plans for industrializing Asia only exacerbated these fears. In 1987, Japan’s Ministry of International Trade and Industry (MITI) released its New Asian Industries Development Plan, which envisioned turning Asian states into specialized exporters of various products. As Bernard Wysocki Jr., the Wall Street Journal’s Tokyo bureau chief, summarized the plan, “First, Japanese loans, mostly of government money, build up roads, bridges and such. Second, the Japanese government sends technical experts. Third, Japanese loans filter down to industry within the Asian country, to finance joint ventures and other business alliances. Fourth, Japan opens its doors to imports from these offshore factories.”31 It was, in short, a plan for integrating Asia around Japan.

Like Chinese officials’ homages to the ancient Silk Road, Japanese officials used colorful metaphors to make the plan and their economic aims in the region appear innocuous. The flying geese theory, which emerged in the 1930s and regained popularity in the 1960s, was a favorite. Its supporters claimed that Japan was like the lead goose in a flying formation, breaking the wind for Asia’s less developed economies. They benefited from Japan’s advances on the leading edge of technology, the theory speculated, because Japan was shedding industries to the countries behind it. One MITI document called for Japan serving as the region’s “brains.”32 Some of this salesmanship backfired. What these images all had in common was that Japan would be in charge, at the center of things, at the top of a hierarchy.

Memories of the decades leading to World War II still lingered, stoking suspicion about Japan’s ultimate aims. To some observers, Japan’s aims sounded like a new incarnation of the Greater East Asia Co-Prosperity Sphere, a concept that Japanese imperialists used to justify military action during the 1930s.33 “What Japan was unable to do with military force 50 years ago, it is achieving today through its money, diplomacy and technical skill,” Wysocki suggested.34 “Government officials and business executives all over the region fear that, before too long, their economies will be smothered in Japan’s embrace,” Hatch and Yamamura warned in 1996.35

In retrospect, fears about Japan’s aid and infrastructure activities were overblown. For all the fanfare the New AID Plan received, it mainly reflected the view of a single Japanese government agency rather than the entire Japanese government. As Robert Orr, a Japan scholar and businessman who later became the U.S. ambassador to the Asian Development Bank, wrote, “The notion that Japan has hegemonic intentions in its overseas economic aid program derives from the assumption that a consensus exists within the government and the private sector on the use of aid to this end.” In reality, he pointed out, “there exists no consensus on objectives,” and this “causes confusion over Japanese intentions among aid recipients and donors alike.”36 Rather than strategically directing the might of Japan Inc. toward specific objectives set by the state, the “new” plan reaffirmed in broad terms what many Japanese multinational corporations were already doing.

Even if such a consensus had existed, Japan would have struggled to carry it out. In Indonesia during 1987, for example, Japan had twenty-six professionals overseeing more than $700 million in aid.37 Around the same time, Japan had roughly one-third as many aid professionals as the United States, which was providing less aid.38 The New AID Plan, and the metaphors used to illustrate Japan’s activities more broadly, made Japanese actions appear more coordinated in theory than they were on the ground. The Japanese government was not an all-powerful puppet master but several competing participants and, more often than acknowledged, an observer.

Of course, there are major differences between Japan’s experience in Southeast Asia during the 1980s and China’s BRI.39 Japan was more developed and richer in per capita terms. Japan is a democracy, most obviously, while China is not. Chinese contractors are more insulated from public pressure, able to endure corruption scandals abroad. Japan was, and remains, an ally of the United States. As early as 1980, U.S. and Japanese officials agreed to cooperate on aid projects.40 Even while Japan was being criticized for “predatory” economic practices, it had much-closer diplomatic relations with the United States.

Yet during the 1980s, supporting China’s rise was one issue the United States and Japan could agree on. Viewing China as a bulwark against the Soviet Union, U.S. policy makers authorized the sale of military equipment to China. They also encouraged Japan to increase its foreign aid to China. Eager to access China’s large and growing market, Japan was happy to oblige. Japanese aid to China began in 1979, driven in part by a desire to encourage economic reforms announced by Deng Xiaoping, and climbed quickly. The floodgates had been opened, and by 1983, China was Japan’s top aid recipient.

In many ways, Japan Inc. helped create China Inc. During the 1980s and 1990s, Japan provided roughly $24 billion in aid to China, much of which was used for infrastructure projects. A Japanese-government survey in 1998 found that a third of China’s total electrified railway network was constructed using Japanese loans.41 In 2000, more than 60 percent of all China’s bilateral aid was from Japan.42 As China’s defense budget grew, enthusiasm began to wane among Japanese officials, who also complained that Chinese officials were not adequately publicizing Japan’s generosity within China.

China’s smaller neighbors were nervous much earlier. When Mahathir met with U.S. Secretary of State George Shultz in 1984, he warned about the threat that a stronger China would present. “A prosperous China, a more economically advanced China, would be equally a militarily strong China, which could then revert to the policies of hegemony, which from a historical perspective in this part of the world has always been found to be a serious concern,” Mahathir’s spokesman said after the meeting, summarizing his message to Shultz.43 After returning to office in 2018, Mahathir downplayed the threat. “I have never felt any fear of China . . . they never conquered us,” he said.44

More than any other country, Japan shaped China’s view of foreign-aid practices. Many of Japan’s early infrastructure deals in China were repaid with oil, a model that China was subsequently criticized for using in developing countries. “China saw all of these tactics as beneficial for China’s development,” as Deborah Brautigam, an expert on Chinese aid, explains. “Japan and the West could use their modern technologies to exploit natural resources that Chinese technology could not yet unlock. China could pay for this investment later, with the resources that were uncovered. The subsidies and aid used by the West and Japan to wrap their naked hunger for China’s markets meant that China was getting a discount on finance the country needed for its modernization.”45

Chinese officials closely studied Japan’s practices. There was genuine interest within China to understand Japan’s economic practices in general, of which foreign aid was a distinct feature. The official history of Japan’s MITI was translated faster in China than anywhere else.46 In addition to providing loans for large projects, Japan also provided technical assistance, training thousands of Chinese officials. The Japan International Cooperation Agency had accepted more than fifteen thousand Chinese trainees by 2004. Training Chinese administrators made it more likely that future officials would favor Japanese companies by adopting processes and standards set in Tokyo.

This self-conscious modeling extended to the highest levels. When China’s Vice Premier Zhu Rongji visited Japan in 1994, he made it a point to praise Japan’s economic policies and success in gradually opening up. In Tokyo, Zhu told Japan’s Foreign Minister Tsutomu Hata that with growing Sino-Japanese economic relations, “mutual dependency will increase and that is why we need more investment and technology transfer from Japan.”47 Later that year, China announced the creation of its own Export-Import Bank, the China Development Bank, and an agricultural bank, all based on Japan’s experience. Within a decade, China would become the world’s largest export creditor.48

The Pan-Asian Dream

In 1995, Mahathir revived a plan for a “pan-Asian” railway network. Versions of the idea have existed since the early 1900s, when British and French colonialists built some of the region’s first tracks and began drafting plans for more extensive networks.49 The concept resurfaced in an even more ambitious form in 1960, when a regional planning body at the United Nations proposed highway and railway networks connecting the region. The UN “trans-Asian” railway, if completed, would entail roughly 118,000 kilometers of railway, nearly enough to circle the Earth three times.

But Southeast Asia has been the gap in these sweeping proposals. As of 2017, ASEAN nations were responsible for nearly 40 percent of the trans-Asian railway’s missing links.50 When technical consultants for the UN studied the region’s infrastructure in the 1990s, they noted that narrow, one-meter track gauge was often accompanied by light track, small trains, and slow speeds.51 That made the system poorly equipped for handling standard-sized containers and larger volumes of cargo. Although one-meter gauge is common throughout mainland Southeast Asia, China and Indonesia use different gauges, posing challenges for transshipments by land and sea.

Since Mahathir reenergized the plan, ASEAN has focused on creating three main routes stretching from Kunming, the capital of China’s Yunnan province, to Bangkok, Thailand. The eastern route would pass through Vietnam and Cambodia, the middle route through Laos, and the western route through Myanmar. At Bangkok, the routes are intended to converge and continue south, passing through Kuala Lumpur, Malaysia, and terminating in Singapore.

In addition to these three main routes, countries have proposed a dizzying number of supporting railways in the region. Indonesia alone has planned over thirty-two hundred kilometers of railway.52 James Clark, a freelance writer who runs a travel agency, has pieced together these proposals in a subway-style map that he updates each year. Reflecting the pan-Asian railway’s enduring appeal, these maps are entrancing and make the exotic familiar. Infrastructure takes center stage, and Southeast Asia looks as accessible as Manhattan. For an instant, it is easy to forget all that stands in the way. Build the railways, these images whisper, and integration will follow.53

Of course, even if the entire network became whole overnight, a prospect that could cost $75 billion, differences in track gauges and procedures at borders would still constrain greater connectivity.54 “It’s a question for all the train investments because they just talk about building the lines and that is it,” explains Ruth Banomyong, head of the Transport Department at Bangkok’s Thammasat Business School. “They don’t talk about the actual modality of managing a system that is supposed to go across borders. You probably need a new agreement for international rail transport for the region.”55

Depictions of the pan-Asian railway can be deceptive in a second sense: they presume there is sufficient demand for these services to exist. Putting aside intrepid travelers and railway aficionados, most people traveling from Kunming to Singapore would still prefer to fly, which will remain cheaper and faster. Likewise, cargo shuttled between the two destinations would be cheaper if transported first to the coast and then by boat to Singapore. Most studies have found that a pan-Asian rail system would complement maritime shipping rather than compete with it.

The pan-Asian railway is more potent politically than commercially. It is something to strive toward, in bits and pieces, that will complement existing trade networks. It is something for politicians to invoke in the name of regional solidarity, integration, and development. As Mahathir explained during a visit to Kazakhstan in 1996, “In East Asia we are seriously studying a railway system linking Southeast Asia with China. It will be the logical step to link this system eventually with the railway system in Central Asia passing via and through Kazakhstan. This will give many land-bound Central Asian Nations access to the sea.”56

During the same trip, Mahathir’s comments foreshadowed what would become China’s BRI: “Kazakhstan is indeed located in a strategic position in Euro-Asia between China, an important neighbour, which is in the process of becoming an important economic power and the Russian Federation in the north, and to the West the whole of the European Continent. Since trade involves transportation of peoples and goods, we see Kazakhstan providing an important road and rail link between East Asia, Russia and Europe.”57 Of course, seventeen years later, Xi would announce the BRI’s overland dimension during a visit to Kazakhstan.

But even before the BRI was announced, Chinese officials were talking up their role in supporting the pan-Asian railway. In 2006, one official predicted that the eastern route would be complete in 2010.58 A year later, at the tenth ASEAN summit, China’s Premier Wen Jiabao cited the pan-Asian railway in his speech, and Chinese state media predicted completion of all three routes by 2015.59 Despite missing these deadlines, China has made the pan-Asian railway an even more central part of its regional engagement. From time to time, new officials rekindle the effort. The idea of a pan-Asian line remains powerful, diminished only for those who can recall the undelivered promises of earlier efforts.

“Old-Fashioned Incompetence”

Under the BRI banner, China has made the effort its own. In 2016, China’s ambassador to ASEAN stated that BRI projects would “promote the construction of the pan-Asian railway, increasing connectivity and the exchange of goods and people.”60 As China touts the importance of rail connectivity, it is also financing dozens of power plants, roads, and several ports across Southeast Asia. But it is the railways that best capture the scale of China’s infrastructure ambitions and the limits of its power.

Can China achieve what the United Nations was unable to achieve multilaterally and what ASEAN has been unable to achieve regionally? It brings mountains of money to the table, and its bilateral deal making offers more flexible terms. But the same basic challenges that have limited the pan-Asian railway’s expansion, the political challenge of coordinating the routes and the financial challenge of paying for them, remain.

Limits to China’s power are already evident. As China pushes south, it faces less resistance in the region’s smaller economies than among the larger economies. In 2009, following the financial crisis, China announced a large aid package to Southeast Asia. Much of this aid targeted infrastructure projects and required recipients to use Chinese contractors, effectively serving as an extension of China’s own $500 billion domestic stimulus package.61 Chinese offers are difficult to refuse, but Southeast Asian countries are not without options. Although many deals are made, few are truly ever done, leaving room for renegotiation in the future.

It was during this period that China began negotiations to build a railway from its border to Vientiane, the capital of Laos. Among Chinese railways in the region, the China-Laos railway has the dual distinction of being the furthest along and the furthest behind. Stretching some four hundred kilometers, the railway is estimated to cost $5.9 billion, more than a third of Laos’s GDP. China has provided financing for 70 percent of the project, and Laos’s 30 percent contribution will cover payments to its citizens for relocation. But the agreement’s ink had barely dried in 2011 when a dispute about lending terms arose. Studies examining the project’s environmental and social impacts had not been completed.62 It would take another six years for the sides to reach an agreement.

The project is technically challenging as well. Of the pan-Asian railway’s missing links, some of the most difficult stretches run through Laos. Filled with mountains and rivers, the landlocked nation is a hiker’s dream and a railway engineer’s nightmare. The route includes 72 tunnels and 170 bridges, covering more than 60 percent of its total length.63 To make way for the railway, the Lao government has relocated over 4,400 families, and it will be on the hook for relocation costs that could reach $300 million.64 Many families are still waiting for compensation.

China has aggressively marketed the project as a “win-win” benefiting the people of Laos as well as its own companies, but the deal seems slanted toward the latter. “Without a formal job, Bounmy once struggled to make a living,” a YouTube video produced by New China TV, a state media outlet, says. “Things changed when Power Construction Corp. of China came to build the China-Laos railway.”65 Bounmy, a Lao mother, has found work as a kitchen assistant, the video explains. It does not explain whom she is assisting or serving, but the odds make it easy to guess. China is bringing twenty thousand to fifty thousand of its own workers for the project, as compared to seven thousand local workers from within Laos.

The basic economic case for the railway is weak. It is designed to handle both cargo and passenger trains, but Laos has little of either. Much of Laos’s limited manufacturing is concentrated in Savannakhet Province, where the railway will not run.66 With incomes among the lowest in the world, few Laotians will buy tickets for the train. It would be safer financially, and smarter practically, to scrap the railway and invest a fraction of its multibillion-dollar price tag in better roads.67 All of this suggests a project molded more in China’s short-term interests than in Laos’s long-term interest.

Laos has not been willing to walk away from the project, but it has renegotiated slightly better terms.68 Citing debt risks, Laos convinced China to increase the size of its stake and waive its requirement for a government guarantee. After learning that China offered Thailand a 2 percent interest rate for its railway loan, Laos bargained for similar terms, down from 3 percent. China ended up with less land alongside the railway, which could be developed for retail and tourism. The experience demonstrates that even when China is dealing bilaterally with a much-smaller economy, it cannot dictate terms or expect its partners to ignore other deals.

Rather than Southeast Asia marching to China’s tune, Beijing is being forced to dance as it auditions for new projects, especially in the region’s largest economies. When Indonesia’s President Joko Widodo, popularly called Jokowi, took office in 2015, his first two foreign visits were Tokyo and Beijing. Having made infrastructure a signature issue on the campaign trail, Jokowi was eager to attract the foreign investment needed for a major building spree. Indonesia’s infrastructure gap is $1.5 trillion a year, by far the largest in the region.69 The trips were successful and smartly timed. Jokowi bagged investment promises and sparked a competition for future projects.

No project in the region has generated as much competition as Indonesia’s Jakarta-Bandung high-speed railway. Jokowi discussed it with Abe and Xi during his visits to their capitals, and while he left Tokyo with an expression of interest, Jokowi extracted even more from Beijing. Among the deals he signed in Beijing was an agreement to start feasibility studies for the railway between Indonesia’s capital and its fourth-largest city. China also agreed to create a $50 billion joint loan facility, of which it would provide the lion’s share.70

A month later, Tokyo responded with an offer of its own to build the railway. It would provide a loan for 74 percent of the project costs with a very low interest rate and long repayment and grace periods. Japan’s shinkansen, or bullet-train, technology was already used in China, Taiwan, and the United Kingdom, and Japanese diplomats like to remind foreign audiences that the trains’ safety record is unparalleled.

Chinese firms had built more kilometers of high-speed railway than anyone else in the world, but their experience abroad was still limited. They were building a slower, medium-speed railway in Kenya, and they had participated in different phases of high-speed rail projects in Russia and Thailand. The Jakarta-Bandung railway would be China’s first high-speed rail project for which it took the lead role throughout the process.71

That might be why Beijing was willing to offer two things that Tokyo did not. First, even though China’s loan rates were higher, it was not requiring the Indonesian government to make a direct contribution to the project or provide a state guarantee. That was attractive to Jokowi’s bottom line, which would allow him to pursue more projects in the short term rather than lock up a large chunk of government funding for the railway project. Second, Beijing was willing to commit to a shorter timeline. It promised that construction would be completed in 2018 and the project would begin operating in 2019. Not coincidentally, that was just in time for Jokowi’s reelection.

When Jokowi went with China’s offer, he triggered a regional reaction. He insisted that the project was not part of China’s BRI and, as a consolation prize, offered Japan a metro project in Jakarta. But Japanese officials felt they needed to sharpen their toolkit. Abe responded by rolling out the “Partnership for Quality Infrastructure” in September 2015, and the following year, Japan increased its foreign aid for the first time in seventeen years. Along with additional funding for infrastructure and several new investment vehicles, the Japanese government expedited its lending procedures and loosened some borrowing requirements. To compete, Tokyo recognized that it needed to become faster and more flexible.72

Despite the fierce competition leading up to the project’s announcement, progress has been slow. What Jokowi intended as a reelection boost became a liability on the campaign trail during 2019. His challenger promised to review the railway deal and accused Jokowi of favoring China.73 Jokowi prevailed, but the project has crept along. “It’s not geopolitics or politics or policy or ideology. It’s just good, old-fashioned mismanagement and incompetence,” Thomas Lembong, Indonesia’s state investment chief, said in 2019.74

So far, the railway’s biggest impact has been outside Indonesia. China’s offer to Indonesia reset expectations in other Southeast Asian capitals. In Bangkok, Thai officials have pressed their Chinese counterparts to improve their terms for a high-speed line between Bangkok and Nong Khai, a city of fifty thousand on the border with Laos. The proposed route misses most of Thailand’s population centers, and an existing narrow-gauge railway that runs from Bangkok to the Laos border is being expanded.75 The new Chinese line is expensive, duplicative, and commercially uncertain, even if the China-Laos railway is successfully completed.

The project’s fate remains uncertain, but it is more compelling as a bargaining chip than as a commercial endeavor. Killing the Bangkok–Nong Khai high-speed railway makes economic sense. The project does not address an urgent need or even a foreseeable one. It is an unnecessary luxury, grafted awkwardly onto a railway system with clearer and more pressing needs. Getting rid of it would allow Thai officials to concentrate on other priorities and could even push Chinese officials toward supporting more viable projects.

But in political terms, it is better for Thailand that the high-speed rail project dies a slow death. By keeping Chinese and Japanese officials engaged, Thailand is able to extract better offers from both sides for future projects. As Indonesia’s Finance Minister Sri Mulyani Indrawati said in 2017, “This is a good competition. You do not want to build infrastructure, high quality but [that the] people cannot afford and [the] country cannot afford. . . . With the combination of pressure which is coming from China, [and] many other players, that creates a competition that will reduce the cost.”76 Hedging helps protect each country’s independence, and it is good for business.

Playing this game requires an ability to attract competing offers and bargain effectively. It is risky, given the strong incentives for green-lighting questionable projects and the large price tags that come with high-speed rail projects. Missteps can be measured in the billions of dollars, not a trivial amount even for the region’s largest economies. The stakes are even higher for smaller economies.

Missing Billions

Malaysia’s experience reveals the dangers of overindulging at the region’s infrastructure buffet. Najib Razak, who served as prime minister from 2009 to 2018, aggressively courted Chinese investment. By 2015, China was providing about half of all foreign construction in Malaysia, but Najib was eager to deepen ties.77 When he visited Beijing in 2016, he announced a package of deals reportedly worth $47 billion, including the East Coast Rail Line, Melaka Gateway, and a steel plant in Sarawak.78

Najib even published an op-ed in China Daily, a state-owned outlet. He tried to showcase a growing partnership between Malaysia and China, but his effusiveness hinted at desperation. In the piece, Najib takes a swipe at the West, noting that “former colonial powers” should not “lecture countries they once exploited on how to conduct their own internal affairs today.” He praises Xi and calls the BRI “visionary.” He mentions a port project under way at Melaka and a “futuristic underground metropolis” that would be developed in Kuala Lumpur.79 Both projects promised large infusions of cash, and Najib was running out of money.

Privately, Najib was struggling to contain one of the largest corruption scandals in recent history.80 He had used a state-owned investment fund, 1MDB, to siphon off public funds. The cash was intended to keep his patronage network happy and his political future bright, but it was also a family affair. Najib’s wife received $30 million in jewelry, his son started a movie production company, and the family bought multimillion-dollar properties in Los Angeles, New York, and London. The fund’s problems first came to light in 2015, when the Wall Street Journal reported that $700 million was directed into Najib’s personal bank accounts.81 Najib denied any wrongdoing, and the Malaysian attorney general, whom he appointed, issued a statement clearing him of any association with the accounts.

But 1MDB’s financial distress was real, and Najib’s associates were scrambling for new investments that could be diverted to help avoid further scrutiny. Naturally, large infrastructure projects were an attractive target. Transactions related to the fund are still being investigated, but reporting and a former aid’s testimony allege that Najib wanted to inflate the cost of two pipelines and a railway, the East Coast Rail Link, and divert Chinese investments to help bail out 1MDB.82 The $20 billion contract for the railway was awarded to China Communications Construction Company (CCCC), which the World Bank blacklisted in 2009 for fraud.

The East Coast Rail Link was intended to connect to Bandar Malaysia, the “futuristic underground metropolis” that Najib had promoted during his 2016 visit to Beijing. A joint venture between Malaysia’s Iskandar Waterfront Holdings and state-owned China Railway Engineering Corporation had purchased a 60 percent stake in the Bandar Malaysia project from 1MDB. The plan was to turn the site into a global business district, complete with retail stores, restaurants, and other attractions.83

Najib was scheduled to visit the site in early May 2017, but hours before his visit, the deal fell apart.84 The Malaysian government blamed the joint venture, which it claimed had missed payment deadlines. The failed project was another easy target for Najib’s critics. “The new season of the blockbuster 1MDB political drama thriller could not have kicked off on a more suspenseful note,” wrote Tony Pua, a member of Malaysia’s parliament and spokesperson for one of the main opposition parties.85

A week later, Najib lashed out in an opinion piece timed to coincide with the Belt and Road Forum in Beijing. “It may seem ridiculous to readers in China or other visitors at the forum, but there are some opposition politicians in my country who say we are selling our sovereignty by agreeing to such projects,” he wrote in the South China Morning Post. “But I make no apologies for wanting to build world-class infrastructure for Malaysia that will, with local ownership being preserved, open up huge swathes of our country, bringing more trade and opportunity to our people, thousands of new jobs, improved living standards and prosperity.”86

Najib viewed China’s BRI as a lifeline, but it became a noose around his neck. Mahathir frequently criticized the government’s handling of 1MDB and called for greater transparency around foreign investment. He did not hesitate to invoke the specter of colonialism. “We cannot be proud of a magnificently developed Malaysia, occupied and owned by foreigners,” he wrote on his personal blog, making an argument that was a recurring theme in his posts, which were read by millions.87 If elected, he promised to review all foreign deals.

“Big Trains”

Mahathir’s surprise victory in May 2018 slowed China’s BRI but did not derail it. After taking office, he suspended the East Coast Rail Link and pipeline. Despite only 13 percent of the pipeline construction being completed, 90 percent of the total project funds had been transferred, apparently following a calendar system that did not take into account actual progress, or lack thereof.88 Najib faces a string of charges and the prospect of spending the rest of his life in prison.

If anyone understood what it was like for Najib to watch these projects being reevaluated, it was Mahathir. In his memoirs, Mahathir describes his shock that a railway project was being canceled after he left office in 2003: “The claim was that there was no more money to carry on with this track upgrade after my profligate ways.” When the government canceled a hydroelectric project, he recalls, “I began hearing accusations that I had spent all the Government’s money on megaprojects which the country apparently did not need.” And when a bridge to Singapore was canceled, he writes, “I was flabbergasted. By allowing Singaporeans to dictate terms, the current administration had effectively undermined the sovereignty of our country.”89

But even while Mahathir was taking a closer look at the BRI, he was still dreaming about Malaysia’s development possibilities. During a press conference on his first day back in office, Mahathir pointed to how ships have grown dramatically over the past half century, especially following the invention of standard containers. He wondered whether something similar could happen with railway transport. Already, he had a partner in mind: “I suggested to Xi Jinping in a personal letter to him, that we should have big trains, and China has the technology to build big trains, which can carry goods from China to Europe, and will also make Central Asia—Kazakhstan and Uzbekistan, and all that, more accessible,” he said.90

It soon became clear that Mahathir’s opposition to the BRI was purely tactical. In April 2019, Malaysia and China announced a new deal for the East Coast Rail Link.91 The $20 billion price tag was cut by nearly a third, local labor participation was increased, and Malaysia shifted some of the operational risk to China. Four days later, Mahathir announced that the Bandar Malaysia project would move forward as a joint venture between the original contractors.92 Both announcements were missing key details. The total cost of the Bandar project was not announced. The loan terms for the East Coast Rail Link were still being negotiated with China’s Export-Import Bank.

But with the second Belt and Road Forum later that month, both sides were eager to declare victory. Malaysia had become a prime example of backlash building against the BRI, and Chinese officials were eager to push back against that narrative. Mahathir was eager to announce development projects and take credit for securing better deals.

The official explanation of Mahathir’s about-face made it sound as if he had an epiphany at the forum. “The Prime Minister . . . had initially thought that the [BRI] was China’s attempt to dominate Southeast Asia as the trade passage for the project includes the South China Sea and the Straits of Melaka,” a Malaysian government press release explained. “However, during the forum, Dr. Mahathir said he saw that the initiative was a cooperative effort to develop participating countries via infrastructure development and funding from banks.”93

Mahathir did not invent this game, nor will it end with his time in office. The cycle of opposition, negotiation, and deal making will continue in Southeast Asia and beyond. Candidates rail against China when it helps their case for office. After they take office, however, their options for undoing existing projects are limited, as are their options for attracting new foreign investment. They are as eager as their predecessors were to announce deals, but they need to look tough and keep their promises for scrutinizing past deals. So they threaten to cancel projects, China comes to the negotiating table, and the incentives on both sides encourage salvaging deals and saving face.

These dynamics make the BRI politically resilient at the expense of its longer-term economic performance. Canceling bad projects is difficult but essential. Sunk costs can be a powerful, and dangerously misleading, justification for spending even more. It is why management experts call megaprojects “Vietnams”—easy to begin and difficult and expensive to stop.94 Chinese projects are even harder to kill because the BRI is Xi’s signature foreign-policy initiative. Especially large projects like Malaysia’s East Coast Rail Link take on symbolic importance, and cancellation comes with a higher reputational cost. Keeping too many projects from the grave could come back to haunt China and its partners.

The cycle also feeds off the competition among outside powers, which recipient countries play off each other to their advantage. Speaking at the second Belt and Road Forum, Mahathir proclaimed, “Yes, the Belt and Road idea is great.”95 His praise was a gift to Xi, who sat smiling in the front row. It was also a calling card for China’s competitors.
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CHAPTER SEVEN

The Black Hole

Pakistan

THE CHINA-PAKISTAN ECONOMIC CORRIDOR (CPEC) stands out among the BRI’s broad brushstrokes. Stretching from the Karakorum mountains to the Arabian Sea, it is where China’s overland and maritime ambitions meet.1 Of the BRI’s six corridors, it contains the largest portfolio of promised Chinese investments and some of its most controversial projects. Xi Jinping has put his personal stamp on CPEC, traveling to Pakistan in April 2015 to cement the two countries’ “all-weather strategic cooperative partnership” and sign a host of agreements. “If One Belt One Road is like a symphony involving and benefitting every country, then construction of the China-Pakistan Economic Corridor is the sweet melody of the symphony’s first movement,” Wang Yi, China’s foreign minister, said around the same time.2

But CPEC has produced more discord than harmony, turning China’s boldest move through the BRI into its greatest test. In Pakistan, China is betting it can succeed where the United States and the international community have failed for decades. Since Pakistan’s independence in 1948, its cunning leaders and booming population have caught the world’s attention and pulled in outside partners. The chief among them, the United States, has provided Pakistan over $80 billion in assistance, with relatively little to show for it.3 Generations of U.S. diplomats have come, gone, and returned to confront remarkably similar problems. If neighboring Afghanistan is the graveyard of empires, Pakistan is the black hole of foreign assistance.

CPEC, like the grand development efforts that preceded it, has already promised more than it can deliver. Despite being a “corridor,” connectivity is its weakest dimension. Roads, telecommunications, and other connectivity projects make up a small portion of the overall effort. An even smaller portion includes projects that span China and Pakistan. Its best-known projects are not new, and economics is not their strong suit. Gwadar Port, for example, was conceived in the 1950s, was finally started in 2001, and will struggle to compete with existing shipping hubs. The Karakoram Highway, which traverses the rugged Pakistan-China border, was first completed in 1978, and after it is upgraded and expanded as part of CPEC, it will still be closed every winter due to heavy snowfall. “All-weather” might work as a metaphor for China-Pakistan relations, but taken literally, it will be a stretch for CPEC.

Rather than connecting China, CPEC is better understood as an attempt to develop Pakistan. Most of its announced funding relates to energy projects within Pakistan, and if accompanied by necessary reforms, their success could be transformative. Pakistan’s top leaders have almost uniformly cast CPEC as the solution to many of their country’s economic woes, from solving energy shortages to boosting manufacturing and exports. Nawaz Sharif called CPEC a “new era of development . . . opening up new trade and investment linkages.”4 Shahid Khaqan Abbasi called it a “game changer.”5 Even Imran Khan, a CPEC skeptic prior to his election in 2018, has since declared it a “top priority.”6 International financial institutions have praised the effort’s promise as well. The International Monetary Fund (IMF) expects CPEC will “promote growth and job creation” and “facilitate regional integration.”7 The World Bank says it has “enormous potential for Pakistan.”8

China’s aims extend beyond economics.9 In June 2017, the Pakistani newspaper Dawn reported details from a leaked long-term-planning document that revealed how deep China hopes to reach into Pakistani society. Among the activities envisioned for CPEC through 2030, Chinese firms would lease thousands of acres of farmland. Using Chinese technology, Pakistan would roll out surveillance systems in its cities. CPEC, the document said, was a “cultural transmission carrier.” Fiber-optic cables would carry Chinese content to more Pakistanis. Chinese tourists would benefit from a visa-free program, while a reciprocal arrangement for Pakistani tourists visiting China was not mentioned. The transmission was largely one-way.10

CPEC is both an instrument of Chinese power and a test of it. As Robert Kaplan has written, “Nothing since independence in 1947 has the potential to help stabilize Pakistan—calming its frontier insurgencies—than the completion of this project, and nothing would do more to firm up China’s domination of its own steppeland periphery.”11 With Pakistan stabilized, Chinese power would be liberated to reach deeper into Afghanistan, to the Arabian Sea, and closer to India’s borders. Bringing stability to a country wracked by political turmoil and crippling debt would reveal an incredibly sophisticated ability to wield power. Success would demonstrate that Beijing can do what Washington could not.

Failure would suggest that Chinese officials misjudged their abilities and could signal a broader overreach in their designs for the BRI. Pakistan is the only BRI corridor involving only one country, and the others will require even-greater coordination to successfully complete. Public opinion within Pakistan about China is also extremely positive, often among the highest in the world.12 Having made CPEC the BRI’s flagship effort, Chinese officials would suffer the reputational consequences of failure. They may regret choosing Pakistan as the BRI’s proving grounds. Its history is littered with best-laid plans.

“We Need Everything”

That Pakistan still exists is a major achievement. At independence, it was split between West Pakistan and East Pakistan, the latter of which became Bangladesh. It was “widely considered an economic monstrosity,” reflected Gustav Papanek, an economist and early adviser to Pakistan’s government.13 Pakistan inherited roads and railways, but these were designed as part of a larger entity that was now fragmented. India sat between Pakistan’s two wings and, even more importantly, retained most of the human capital. Pakistan had few civil servants, few industrialists, and few universities to train them.

Pakistan’s government needed help, and it found a willing partner in the United States. During his inaugural speech in 1949, U.S. President Harry Truman announced a global program of technical assistance. “We must embark on a bold new program for making the benefits of our scientific advances and industrial progress available for the improvement and growth of underdeveloped areas,” he said.14 As the fourth of his “major courses of action” for foreign policy, it became known as the Point IV program. A planning group was established in the State Department later that year to operationalize the idea and to propose a budget. Congress agreed and approved the program the following year.

For all the talk of goodwill, the communist threat was the primary catalyst for greater U.S. involvement. In 1954, the United States and Pakistan signed a Mutual Defense Agreement. The same year, the United States led the creation of the Southeast Asia Collective Defense Treaty, or Manila Pact. U.S. Secretary of State John Foster Dulles strongly supported Pakistan’s membership, despite the geographic incongruity.15 The following year, Pakistan joined the Central Treaty Organization (CENTO), or Baghdad Pact, which included Turkey, Iraq, Iran, and the United Kingdom. With the exception of the United Kingdom and the United States, Pakistan was the only country in both treaties.

Pakistan’s leaders had successfully moved their country from relative obscurity in U.S. foreign policy to the center of its efforts to counter communism. “Asia will have at least one big country dedicated to Western principles of economic development,” Businessweek wrote of Pakistan’s development policies in 1956. “And this could make a big difference in the increasingly fierce East-West struggle for the allegiance of the world’s underdeveloped countries.”16 Pakistan’s willingness to band with the United States and publicly criticize Communist China paid dividends. U.S. assistance to Pakistan climbed through the 1950s and included greater access to U.S. military equipment.

As U.S. resources poured in, Pakistan’s government struggled to use them effectively. “When I went to Pakistan, I had the $60 million to spend and no plan, no program, nothing,” recalled John Bell, who oversaw U.S. foreign assistance in Pakistan during 1955–1957. “I remember asking the Secretary of the Pakistan Economic Ministry, Said Hassan, to give me his ideas of what priorities they had. . . . ‘Oh,’ he said, ‘I’ve got a long list of projects. Take any one you like.’ . . . No details, just names. I said, you must have some priorities in your own mind, don’t you? ‘Oh,’ he said, ‘No we need everything, we need everything.’ ”17 That was true, of course, but Pakistan was not going to get everything. It needed a plan for prioritizing and coordinating projects.

The Harvard Development Advisory Group, which consisted mainly of Western economists, was instrumental in creating Pakistan’s planning capacity. Supported by the Ford Foundation, the group arrived in Pakistan in 1954 with three goals: help Pakistan prepare a long-term development plan; advise the government on decisions impacting tax and fiscal policy, foreign trade, and other major economic issues; and train Pakistani officials to fill these two functions. Accomplishing all of this, the advisers initially estimated, would take about eighteen months. The project ended up running for more than a decade.

The advisers underestimated the challenges they would face and overestimated their own abilities. Asked to describe the characteristics of a successful adviser, one veteran of the program recommended, “Brains, tact, flexibility, and patience . . . coupled with firmness, good judgement, an intuitive ability to ‘size up’ people and situations, a sense of humor, integrity, essential modesty, high resistance to frustration.”18 Another adviser later boasted, “A new type of human being has come into existence. He is the foreign advisor, the expert, the specialist—call him what you will—who has replaced the colonial service officer as the representative of the richer countries . . . in the poorer one.”19

As pioneers, however, the first advisers had little practical experience on which to draw. Almost none had any experience in Asia, let alone specific knowledge of Pakistan. Few had any experience with national economic planning. During their early years in Pakistan, the advisers were essentially students, learning as they were ostensibly teaching Pakistan’s civil servants.

The field of economics itself was underdeveloped. Basic assumptions about how and why nations grow were based mostly on the experience of Western economies and would be tested and revised in the coming decades. “We were all Keynesians from our training as economists in the late 30s, and the concept of using government as an engine of economic change and progress was commonplace among us,” recalled David Bell, who was the program’s first field director in Pakistan.20 The economists were confident that this Keynesian toolkit was universal—portable across cultures and geographies and unburdened by history.

They discovered that Pakistan was a laboratory where facts were elusive. With the exception of population data, many key indicators in Pakistan were difficult or impossible to collect. Most projects were proposed for their financial implications without taking into account how they would be built or maintained.21 “Key decisions had to be based more on guesses . . . than on verifiable fact,” David Bell recalled. “[Many] proposals which came to the Board were little more than idle speculation or wishful thinking. Accordingly, the Board . . . had to . . . [turn] vague schemes into reasonably feasible proposals and [to create] proposals where none were submitted.”22

Some guesses created facts. Pakistan’s investment rate, for example, could help U.S. officials calibrate how much aid was needed to generate economic growth just above Pakistan’s population growth, so per capita income would increase. In this basic calculus, it did not matter how the aid was spent. “That was the Bible,” recalled Papanek.23 Due to a shortage of data, Pakistan’s rate of investment was essentially unknown in the early and mid-1950s. But U.S. and Pakistani officials needed something to plan around, and they became desperate for even a rough estimate.

When President Eisenhower sent H. J. Heinz II, the third-generation CEO of the eponymous food company, to lead a special mission to assess U.S. aid to Pakistan in 1954, the pressure for numbers became impossible to resist. After several unsuccessful requests, a member of the Heinz mission cornered Papanek at a cocktail party and demanded an estimate. “The rate of investment is probably between 16 and 20 percent, but we don’t know,” Papanek submitted. Two days later, one of Papanek’s Pakistani colleagues approached him excitedly: “Thank God, we finally know the rate of investment. . . . The Heinz mission has said it is 18 percent,” Papanek recalls the colleague saying. “My own number had come back to me as the truth.”24

Through trial and error, the Harvard advisers helped produce Pakistan’s first five-year plan in 1955. Like U.S. military “trainers” who end up fighting alongside foreign forces, the advisers were also participants during this first process. There was simply too much to do and too few qualified Pakistani staff. “There are few very competent experienced older people, in or out of the government, and those that do exist cannot, in many cases, be separated from their present positions to work with the Planning Board,” Edward Mason, who directed the Harvard Advisory Group from 1954 to 1962, lamented.25 With pressure to produce the document, the advisers wrote large parts of the plan and had little time to train their Pakistani counterparts.26

The plan was completed late, two years into the period it covered, and its recommendations were politically unfeasible. The Pakistani government was preoccupied with debates about regional autonomy, the electoral system, and foreign policy. Among other things, the plan recommended large-scale land reforms, which would have challenged the country’s wealthiest families. Running hundreds of pages, the document was technical, and little effort was made to communicate its contents to the 80 percent of Pakistan’s population that was illiterate.27 Nor did Pakistan’s president, Iskander Mirza, formally endorse the plan.28

But the exercise was still useful in two respects. The first was that Pakistan’s government was becoming familiar with the planning process. Although it lacked the capacity to plan independently, going through the process was a significant step forward. “Pakistan is no longer a land of the blind, where the one-eyed advisor is king. More Pakistanis are now competent,” declared a Ford Foundation review of the advisory program.29

More immediately, the plan also helped secure additional U.S. assistance, even while U.S. officials were becoming more aware of the challenges ahead. As John Bell, who oversaw U.S. assistance in Pakistan, recalled, “We went back to Washington with [the five-year plan] and said IF (about six ifs all of which were no way certain): no flood, no famine, no war, no disaster of any kind and political stability, all these different things, we’ve got about a 50-50 chance of making this work if you put in about $200 million a year for at least five years.”30

As U.S. aid increased, examples of mismanagement began to multiply. In 1957, a few months after arriving as the U.S. ambassador to Pakistan, James Langley sent a dire cable to Washington: “In Pakistan we have an unruly horse by the tail and are confronted by the dilemma of trying to tame it before we can let go safely. . . . I fear that our past generosity in helping out our friends has too often permitted them to avoid ‘grasping the nettle’ and facing their problems with the required spirit of urgency and determination.” Langley endorsed reviewing U.S. aid to eliminate “secondary or marginal projects.”31

Dennis Kux stumbled across one of those marginal projects. Kux, an economic officer with the U.S. State Department, was first stationed in Pakistan from 1957 to 1960. During a research trip some two hundred miles north of Karachi, his Pakistani hosts were eager to show him what U.S. generosity had given them. “Oh, you are from the American Embassy. You must see our aid project. We have a wonderful science laboratory,” they insisted. When Kux walked into the science facility, there was plenty of equipment, but he noticed that none of it was plugged in. “Well, there is a little problem,” his hosts explained. “We don’t have any electricity.” Apparently, no one in the aid process had bothered to check, or they had optimistically assumed power was on the way.32

Wasteful and embarrassing, these projects were still just a drop in the growing bucket of U.S. assistance, which was justified more on strategic merits rather than on economic impact. Understanding this, Pakistan’s leaders never missed an opportunity to invoke the threat of communism. In 1961, General Ayub Khan, who had taken power three years earlier in a coup, visited the United States. “We are pressing against you today as friends, and if we make good I think you will in some fashion get it back, in many ways you will get it back,” he told a joint session of the U.S. Congress. “If we do not make good and if, heaven forbid, we go under communism, then we shall still press against you but not as friends.”33

By the early 1960s, U.S. aid to Pakistan was exceeding $400 million a year. At its height during the first half of that decade, U.S. aid was more than half of Pakistan’s foreign aid, covering half of Pakistan’s imports and one-third of its development budget.34 Along with funds from the World Bank, a major donor to Pakistan and India, foreign lending allowed the Pakistani government to spend more on its military when those resources would have been better saved and invested in economic activities.

Pakistan was making progress, though, and the second five-year plan, covering 1960–1965, was more successful. Khan’s government put a greater focus on economic development and gave more authority to the central planning staff. Between 1960 and 1965, Western Pakistan nearly averaged 6 percent growth, inspiring talk of an “economic miracle.”35 “By 1965, Pakistan had the machinery to rationally examine and execute quite sophisticated economic policies. If it wanted to engage in considerable planning, it had the means to do so without making many more mistakes than would be inherent in the task or inevitable in most governments,” Papanek later wrote.36

Pakistan had developed a planning capacity, but it still lacked the capacity to execute those plans. “The obstacles, the obstacles,” John Bell recalled decades later. “The biggest problem, human resources and institutions. Not money. Money you need, yes. But, it’s not much use without human resources and institutions and you can’t shift them from factories or plants to recipient country. They have to be grown, trained, cultivated and then motivated to want to do it. That was the first time it really dawned on me that the success of [the Marshall Plan] was due to the Europeans and that third world nations did not have the requirements needed to achieve development so rapidly. Development is not recovery!”37

Pakistan’s first war with India, in September 1965, pushed it away from the United States and toward China. As fighting raged across the line of control in the Kashmir valley, the United States remained neutral and suspended aid despite its defense agreements with Pakistan.38 The same year, China made its first loan to Pakistan, roughly $60 million to import coal, cement, iron, steel, and electrical equipment.39 It was a small amount but symbolically important. While China could not replace U.S. aid, the loan made an important impact on Pakistani officials, who were feeling betrayed by the United States. “People in Pakistan were becoming disillusioned [with the United States]; a relationship which had been built up after a great deal of hard work during the fifties was ceasing to command respect,” Khan later wrote.40

“Thoughtless Urgency”

During this period of growing disillusionment, Pakistan and China embarked on building the Karakorum Highway, or KKH, which more than any other project has become a symbol of their lasting bond. Cutting through some of the world’s highest mountains, it is a physical connection put down at great human cost, including the deaths of hundreds of Pakistani and Chinese workers.41 Decades later, the project remerged at the center of CPEC, but the desire to view the highway as a symbol has obscured the project’s troubled beginnings and modest impact.

There are two versions of the highway’s origin story, according to Muhammad Khalid, a former brigadier general in the Pakistan Army Corps of Engineers turned historian. In one telling, China’s Premier Zhou Enlai met with Pakistan’s ambassador to China, General N. A. M. Raza, and offered to provide military hardware. But there was a catch. “We can give you anything you want, but you have to arrange the transportation yourself,” Zhou Enlai reportedly said. “Our navy cannot ship these because of the American intervention; we do not have the transport aircraft; and we have no road communication between the two countries.” When a second Pakistani delegation visited Beijing after the war with India and thanked Zhou for China’s support, he replied, “If we had a road link with Pakistan, don’t you think we would have been of greater help to you?”42

In the second version, Pakistani officials proposed the idea. After midnight, Zhou surprised his Pakistani guests by dropping by for an unscheduled meeting. When the conversation turned to China’s trade with the Middle East, Pakistan’s minister for commerce, who was also the defense adviser, pointed out that the nearest outlet for Chinese trade with the Middle East was Karachi, not the port of Shanghai. The key to increasing China’s trade, he claimed, was to reopen “an ancient trade route . . . lost to modern times, not only for trade but for strategic purposes as well.” Zhou sent for a map, and after a glimpse of the route, he allegedly asked, “When can our engineers meet?”43

What is clear is that from the beginning, the highway’s commercial importance was secondary to strategic concerns. A Pakistani government memo summarizing a conversation with Khan in May 1966 notes, “The President was pleased to remark that in order of priority the first urgency of the highway was strategic and one of the immediate significance. The second objective was economic and commercial importance of the highway, i.e. the opening up of an inaccessible region and the establishment of a land route to the adjourning country. The second was a long-term objective, as of necessity, the full utilization would be over a period of time.”44 Critically, the route ran through Pakistani-controlled Kashmir. Its construction would bind those remote areas closer to Pakistan, Khan reasoned, and over time erode India’s competing claims to the territory.

For China, the KKH offered a new supply line out of a shrinking, and increasingly menacing, neighborhood. Chinese officials were already responding to perceived threats by land and by sea. In 1964, they began a large investment program to move factories into southern and western China. The goal was to create an industrial base away from China’s urban centers that could serve as a reserve in the event of war.45 At the time, the United States was escalating its operations in Vietnam, and the Soviet Union was making inroads with Mongolia, where it stationed troops in 1966. Reflecting these priorities, Chinese officials insisted on building the KKH through Khunjerab Pass rather than Mintika Pass, which was closer to Soviet territory.46

The original plan was that each country would build the road within the territory it controlled. The Pakistan Army Corps of Engineers set up a dedicated unit, the Frontier Works Organization, to take the lead within Pakistan. Although the road was an open secret, in planning documents, Pakistan referred to the Chinese as “friends” to avoid antagonizing the United States.47 China agreed to provide Pakistan with construction equipment. At the time, Pakistani engineers were familiar with U.S. equipment, which was more durable. The Chinese, recognizing the shortcomings of their own equipment, not only agreed to Pakistan’s list of requested items but doubled it. The initial estimate assumed the project could be completed in five years.48

Afraid to disappoint Khan, the Pakistani Army’s engineer in chief agreed to the unrealistic timetable. Without having assembled, let alone trained, a workforce and without having conducted a detailed survey of the route, he agreed to begin the project in a matter of months. “Thoughtless urgency would become a particular feature of this mega project, and perhaps for all future ones,” writes Khalid. “Any presidential order, or for that matter any higher command dictates, would rarely be questioned by the Corps’ top brass regardless of the serious technical, financial, and administrative problems, time constraints or frictions of terrain, and weather.”49

When Pakistan’s route surveyors reached the Chinese border during the summer of 1966, a surprise was waiting for them. “The rugged mountains with steep slopes, the gushing rivers and glaciers suddenly vanished, as we drove across and saw thousands of Chinese working on the road,” remembers a Pakistani officer who was among the survey team. “They had, in fact, completed their side of the road before we commenced ours.”50 The Pakistani survey team had no geological experience but needed to make decisions about constructing the highest road in the world. They were asked to complete the survey, which covered over 250 kilometers, in six weeks. In the north, Pakistan’s soldiers were effectively foreigners in their own country.

The chaos continued a few weeks later, when Pakistan’s main construction force began arriving at Khunjerab Pass. As a Pakistani officer recalled, “An hour after reaching Khunjerab, the ignorant new arrivals started feeling giddy and sleepy, which they first regarded as normal fatigue due to hectic travelling. . . . Some people fell unconscious while conversing. Upon gaining consciousness the following day, some were still vomiting.”51 No one had warned the Pakistani soldiers about altitude sickness before sending them up to the sixteen-thousand-foot pass or advised them about the harsh climate. They discovered that their bulldozers were too cold to start in the morning and that other equipment did not work at all. It was a preview of the dangers that would plague Pakistan’s road workers, who were given precious little and told to move mountains.

After these false starts, Chinese officials did not have to offer twice to start building roads within Pakistan. While Pakistani officials were grateful for China’s assistance, they worried that the Chinese laborers could spread communism, especially in the remote areas where they would be working. But their countermeasures were haphazard at best. Pakistan ordered intelligence agents to camp near the Chinese workers, but they did not speak Chinese. Incredibly, Pakistan did not bother to establish a system for monitoring Chinese workers arriving and departing at the border. Official figures estimated that roughly eight thousand Chinese workers entered Pakistan to work on the KKH, but the actual figure is probably closer to twenty thousand.52

During the KKH’s first decade of construction, the Chinese workers won their hosts’ respect. They moved fast, using enormous amounts of explosives to cut through the mountains. It was dangerous work, and their techniques took a human and environmental toll. Workers perished in landslides, and the explosions destabilized the mountains for years. In June 1978, when General Muhammad Zia ul-Haq and China’s Vice Premier Geng Biao held a ceremony at Thakot Bridge, both sides paid tribute to these sacrifices.53 “The Karakoram Highway today heralds the dawn of a new era of Pak-China relations,” General Zia proclaimed.54

The road was technically operational, but it would not open to normal traffic until 1986. Even after that, it would remain limited by seasonal weather and plagued by landslides. And as the years passed, the shortcuts taken began to show as the road deteriorated. A landslide in 2010 blocked a river, creating a lake and flooding a section of the KKH. Until new tunnels opened in 2015, vehicles had to be ferried across the lake in handmade boats.55 By April 2016, there was enough need for repair that the two sides felt justified in holding a ground-breaking ceremony in the same place. Rather than opening the road, they would celebrate its reconstruction as part of CPEC. “Pakistan is poised for an economic takeoff,” Prime Minister Sharif assured the audience.56

“A White Elephant”

In 1958, Pakistan had purchased Gwadar, an enclave previously controlled by Oman that is roughly 120 kilometers from Iran. It became part of Baluchistan, Pakistan’s largest and least populated province. It needed development, and Pakistan’s president, Zulfikar Ali Bhutto, had an idea.

“We want a port in Baluchistan,” Bhutto told Nixon during a visit to the United States in September 1973. Bhutto knew the United States had paid for military access in the past. In the late 1950s, the United States used facilities near Peshawar to monitor Soviet communications and launch U-2 flights, until Francis Gary Powers, a retired U.S. Air Force officer working for the CIA, was shot down and captured in 1960. President Bhutto now hoped the U.S. Navy would be interested in Pakistan’s access to the Arabian Sea.

Like Khan before him, Bhutto hinted that in the absence of U.S. support, the Soviet Union would fill the void. “The Iranians are building a port at [Chabahar]. We need one on our coast. The Soviets are deeply interested in this coast and they have offered us to help with oil exploration, geological survey and that kind of thing. We would rather have a U.S. presence.”57 Bhutto later joked to the U.S. ambassador in Pakistan that he became so focused on this issue during his conversation with Nixon that he “literally left this problem” at the White House, forgetting to bring his papers with him after the meeting.58

Nixon diplomatically feigned interest in Bhutto’s idea. “The port proposal that you made intrigued me,” he told Bhutto. But Nixon was noncommittal. “We cannot say anything definitive on this today,” he said. “We have not checked with the Navy. Dr. Kissinger will look into this.”59

In fact, Kissinger had already looked into it and, echoing the advice of his National Security Council staff, recommended avoiding the project. “A new U.S. presence of this nature would antagonize the Soviets, the Indians, the Afghans, and perhaps others without contributing to U.S. interests either in the Persian Gulf or in South Asia,” he wrote in a pre-meeting memo for Nixon. “The key point, however, is that this would probably cost some hundreds of millions of dollars, and the political impact of the project will depend in part on its not being a white elephant.”60

In addition to recognizing the project’s shaky commercial prospects, Kissinger and his staff understood that Gwadar Port was chiefly a political project. “Bhutto’s main motive in seeking a Baluchistan port is probably to help him bring more commerce and jobs and win more support in that backward, sparsely populated, chronically unstable, opposition-dominated province,” the memo noted.61 Seeking those political payoffs, Bhutto’s successors rekindled the idea decades later, eventually turning Gwadar Port into one of CPEC’s most controversial projects. In response, India is expanding the competing port in Chabahar, Iran.

With little interest on the U.S. side, the Gwadar proposal was eventually lost in the larger vortex of U.S.-Pakistani relations, a drama that has been admirably explained by other scholars.62 High points in the relationship have mainly coincided with U.S. security priorities during the Cold War, the proxy war against the Soviet Union in Afghanistan, and after the 9/11 terrorist attacks. All have come crashing down, with each declaration of partnership eventually giving way to disagreement and ultimately disappointment. As Husain Haqqani, a former ambassador of Pakistan to the United States, has written, “The relationship between the United States and Pakistan is a tale of exaggerated expectations, broken promises, and disastrous misunderstandings.”63

“The New Silk Road”

While that entire tale cannot be told in passing, its most recent chapter set the stage for deeper relations between Pakistan and China and the emergence of CPEC. The war in Afghanistan again made cooperation with Pakistan essential, and the United States doled out assistance to improve relations. In 2004, the United States designated Pakistan a major non-NATO ally, giving it greater access to U.S. military equipment and training. A few months later, the 9/11 Commission recommended a “comprehensive effort that extends from military aid to support for better education, so long as Pakistan’s leaders remain willing to make difficult choices of their own.”64 Support for Pakistan remained a bipartisan cause, and in 2009, the U.S. Congress passed a bill, sponsored by John Kerry and Richard Lugar, providing $7.5 billion in nonmilitary aid to Pakistan over five years.65

The U.S. aid package to Pakistan made infrastructure its top priority, allocating $3.5 billion for “high visibility, high impact” projects.66 These projects were intended to help address Pakistan’s development challenges while improving public perceptions of the United States. “Many Pakistanis talk nostalgically about the days when U.S. assistance efforts were more noticeable, technology-based, and longer-term,” a U.S. State Department report, required by the legislation, explained.67 After largely abandoning the business of delivering large infrastructure projects in the 1960s and 1970s, the U.S. government was getting back into the game.

The United States even introduced a vision for regional connectivity: the New Silk Road. Planners at the U.S. Department of Defense’s Central Command (CENTCOM) picked up the idea from S. Frederick Starr, a scholar on Russian and Eurasian affairs who long advocated building transport links across the Eurasian supercontinent.68 General David Petraeus, then CENTCOM commander, was intrigued and encouraged his staff to pursue it. But the idea struggled to gain traction with the U.S. State Department and Ambassador Richard Holbrooke, the U.S. special representative for Afghanistan and Pakistan.

After Holbrooke’s death, CENTCOM’s New Silk Road advocates caught the ear of Ambassador Marc Grossman, Holbrooke’s successor. Eager to define an economic effort that complemented the military and diplomatic surges under way, Secretary of State Hillary Clinton forged ahead with the idea. “Let’s work together to create a new Silk Road,” she declared in Chennai, India, on July 20, 2011. “Not a single thoroughfare like its namesake, but an international web and network of economic and transit connections. That means building more rail lines, highways, energy infrastructure, like the proposed pipeline to run from Turkmenistan, through Afghanistan, through Pakistan into India.”69

Afghanistan’s President Hamid Karzai embraced the idea, even calling for his country to become “the Asian Roundabout” in the New Silk Road, but it barely registered in Pakistan.70 In January 2011, Raymond Davis, working as a contractor for the U.S. Central Intelligence Agency in Lahore, had killed two men, who he thought were robbers. On May 2 of that year, U.S. Special Forces raided a compound in Abbottabad and killed Osama bin Laden. Announcing the New Silk Road in India did little to improve its reception in Pakistan, where policy makers tend to view U.S.-India efforts as coming at their expense.

As the U.S. government’s focus shifted toward limiting its footprint in the region, the New Silk Road fell among its priorities. Without strong support for additional resources, it was mainly a repackaging of existing efforts.71 A few months after announcing the effort, Clinton cushioned expectations, telling a meeting of thirty foreign ministers in New York, “This isn’t about grand infrastructure projects—it’s about promoting sustainable cross-border economic activity.”72 U.S. assistance to Pakistan peaked in 2010, the year prior, and declined in the following years.73 By January 2015, when President Obama visited India, the New Silk Road did not merit a mention in his remarks.74

On the ground, U.S.-funded projects in Pakistan ran into familiar challenges.75 USAID emphasized hiring local workers, as it does around the world, while adhering to both local and U.S. government regulations. Both goals are admirable. Local employment benefits Pakistani workers. Requiring that work meet not only local regulations but also U.S. regulations ensures that higher-quality projects are delivered. But meeting U.S. regulations with foreign workers, who are not familiar with those regulations, takes longer. And U.S. officials, like their predecessors in Pakistan, felt that time was in short supply.

The U.S. funding surge was too little to meet Pakistan’s needs and too much to manage effectively. Unlike the Chinese investment that would follow, U.S. assistance was poured into supporting smaller projects and social infrastructure such as schools. Lacking the funds to deliver the big-ticket industrial projects that have become CPEC’s hallmark, U.S. assistance was also used to help identify and prepare projects that could attract other sources of investment. But many Pakistani elites viewed USAID activities with suspicion, and trust did not increase along with U.S. funds.76

The surge in funding exceeded the U.S. government’s ability to effectively manage the assistance, especially given that U.S. agencies had competing priorities. The State Department supported spending faster to achieve political objectives in service of the U.S. war effort in Afghanistan. USAID was more focused on longer-term development objectives.77 Some U.S. staffers took shortcuts during project procurement, declining to obtain independent cost estimates before making contract awards. Still, a pipeline of unspent funds built up. An audit by the USAID inspector general, an internal watchdog, found that only 15 percent of projects fully met their intended goals.78

U.S. officials were criticized if they pushed projects forward quickly and criticized if they proceeded with caution. In one example of speed, they helped complete the Satpara Dam, in Gilgit Baltistan, only to discover that the project was unsustainable. Tax revenue from the energy produced only covered salaries for dam workers and not maintenance costs. For decades, officials from the World Bank and Asian Development Bank had been calling for energy-tariff reforms, pointing out that power generation had become a fixation at the expense of transmission and taxation. To make matters worse, the Gilgit Baltistan government did not have the expertise to run the dam, and locals diverted streams to other power sources, leaving the dam operating at less than 40 percent capacity.79 It became a high-visibility, low-impact project.

When U.S. officials exercised greater caution, they risked being overtaken by events. In July 2013, after three years of lobbying by the government of Pakistan, the U.S. approved a feasibility study for the Diamer-Bhasha Dam, also located in Gilgit Baltistan. The study was intended to give international investors greater confidence to invest in the project, which at $12–14 billion, was nearly twice the entire U.S. aid budget for Pakistan. Several concerns about the project stem from its location: disputed territory, with high seismic activity, settled by thirty thousand people who would need to be relocated.80

By the time the feasibility study was approved, China was rising among Pakistan’s donors and investors. In 2014, China announced $12 billion in official financing, three-fifths of which was on commercial terms.81 The announcement of CPEC in May 2013, during a visit by Li Keqiang to Pakistan, came as U.S. aid was dropping. Just as China seized the opportunity in 1965 to offer its assistance when the United States was reevaluating its ties with Pakistan, it was stepping forward again.

But this time, China had much more to offer. Although the initial MOU for CPEC was light on details, agreements signed in 2014 and 2015 began to suggest that CPEC could reach $46 billion. During Xi’s visit to Pakistan in April 2015, the two sides signed fifty-one MOUs. Prime Minister Nawaz Sharif assured the Chinese that he “would extend all possible facilitation” as projects broke ground.82 Expectations were sky high. CPEC, some Pakistani observers believed, was China’s “Marshall Plan.”

In 2016, Pakistani officials sent USAID a letter asking it to stop the feasibility study for the Diamer-Bhasha Dam.83 The following year, Pakistan and China signed an MOU to finance the project with three other dams as part of a $50 billion package. With that announcement, CPEC swelled to a mythical $100 billion.

But the Diamer-Bhasha Dam, like other parts of CPEC, has not materialized. Six months after announcing the $50 billion MOU, Pakistan’s Water and Power Development Authority (WAPDA) withdrew its request for Chinese financing. “Chinese conditions for financing the Diamer-Bhasha Dam were not doable and against our interests,” Muzammil Hussain, WAPDA’s chairman, explained.84 Whether that was a negotiating tactic for better terms or an honest refusal, the project’s future remains uncertain. It is also possible that China structured an offer to Pakistan that it knew would be rejected. In 2018, Pakistan’s top judge started a crowd-funding campaign for the dam, and a handful of celebrities, including the R&B singer Akon, have encouraged Pakistanis to donate.85 As of early 2020, they had raised less than 1 percent of the estimated cost.86

“Please Build a Naval Base”

CPEC has slowly come down to Earth. In October 2018, Pakistan declared that it would seek a bailout from the IMF, which has provided $27 billion in financial assistance to Pakistan over the past six decades.87 Facing criticism about unsustainable debt in other BRI-participating countries, especially Sri Lanka, Chinese officials have been eager to make CPEC appear safer by releasing more sober estimates. At the end of 2018, the Chinese government claimed that twenty-two projects were completed or under way, totaling $19 billion. The largest category was energy, totaling almost $13 billion, two-thirds of which was for coal power plants.88

Both sides set out to manage Pakistan’s debt risks, but long-term planning is no match for short-term political incentives.89 The CPEC long-term plan, according to Dawn’s reporting, recommended securing financial guarantees from Pakistan and noted that Pakistan’s economy could only absorb $2 billion a year in direct investment, $1 billion in preferential loans, and $1.5 billion in commercial loans.90 But when Sharif pushed for a $21 billion package of power projects before facing reelection in 2018, he was willing to give generous guarantees, reportedly as high as 34 percent in investment returns for some power plants.91 Those deals could squeeze Pakistan further in the coming years.

Gwadar Port continues to inch ahead. The project was briefly reenergized in 1997, when Sharif formed a task force that endorsed developing the port. But the following year, Pakistan held its first public test of nuclear weapons, triggering international sanctions and limiting outside investment for the port. During President Pervez Musharraf’s 2001 visit to Beijing, marking the fiftieth anniversary of Chinese-Pakistan relations, he signed an agreement to develop the port. The first phase of construction was completed in 2005, a year ahead of schedule, but due to security concerns, an opening ceremony was not held until 2007.92 When the port received its first commercial shipment in 2008, the ship was carrying too much wheat for the port to handle and needed to offload onto another vessel before docking.93

Official ceremonies have continued to outpace the port’s actual performance. In 2015, with Sharif back in office, a second phase of construction was announced as part of CPEC. Both sides were eager to declare victory, and in November 2016, Sharif hosted a ceremony that strained even the politician’s imagination for ribbon cutting. “This idea was conceived only two years ago, and this day marks the breaking of the dawn of a new era,” he told reporters. The ceremony was timed to coincide with the arrival of a convoy that had left Kashgar nearly two weeks earlier and traveled along the KKH. “The newly-constructed roads in Balochistan have opened up new areas that were inaccessible and deprived of development . . . and have brought peace to a volatile region,” Sharif claimed.94

Peace and prosperity have yet to dock at Gwadar. Little of anything has arrived. The port received its first container ship in October 2018, and it is equipped with only three berths for unloading cargo, hardly enough to make Gwadar the “next Dubai,” as its boosters have claimed.95 It is still largely disconnected from the rest of the country and has struggled to provide basic services, including reliable potable water and electricity. If large cargo ships suddenly began arriving, the port and its weak infrastructure reaching inland would not be able to handle them.

The port’s local benefits are questionable. If and when the port becomes profitable, China will receive the lion’s share of profits, 91 percent, and Pakistan’s federal government will receive 9 percent, leaving nothing for Baluchistan’s provincial government. Locals have expressed concerns about being excluded from construction jobs, forced relocation, fishing communities losing access to the water, and increased security checkpoints and surveillance.96 These concerns feed into a larger criticism that CPEC’s benefits run one-way.97

Baluchistan remains risky, especially for those who are working on CPEC projects. In September 2016, two months before Sharif’s declarations of peace, a spokesman for Pakistan’s Frontier Works Organization, the same group that was created to build the KKH, announced that militants had killed forty-four Pakistani workers since 2014. In November 2018, militants attacked the Chinese consulate in Karachi. The Baluchistan Liberation Army, which took responsibility for the attack, accused China of exploiting Pakistan’s resources.98

China has leaned on Pakistan to improve security. In 2004, following attacks on Chinese workers at the Gomal Zam Dam, in northern Pakistan, China put the project on hold.99 But the attention around CPEC has made it more difficult to pause projects or to send Chinese troops without attracting undue attention. At China’s urging, Pakistan created an army division of fifteen thousand troops to secure projects. Chinese firms also employ private security contractors, taking advantage of a gray area in Pakistan’s legal regime, where joint ventures between Pakistani and foreign security firms have thrived.100

Security risks, coupled with Gwadar’s weak commercial performance, have fueled speculation that the port will become a Chinese naval facility.101 “We have asked our Chinese brothers to please build a naval base at Gwadar,” Chaudhary Ahmed Mukhtar, Pakistan’s defense minister, told the Financial Times in 2011.102 Chinese and Pakistani officials have since denied that possibility.103 China does not need a standing naval presence at Gwadar, and it might settle for the ability to access the port. Indeed, the terms that Pakistan offered the United States decades ago provide one option. In 1972, Pakistan’s defense minister, acting on Bhutto’s direction, noted that Pakistan did not want large numbers of U.S. military personnel stationed at the port but that the United States might find it valuable to have access to facilities as needed.104

China and Pakistan’s most ambitious connectivity projects, a pipeline and railway, remain pipe dreams. The pipeline would be among the longest and highest in the world, stretching from Gwadar, across the Karakorum mountains, to Kashgar in western China.105 Pumping oil from sea level to fifteen thousand feet, across a distance of more than three thousand kilometers, would require powerful pumps, extra heating, and special insulation. Construction is estimated at $10 billion, which even appears conservative when compared to other high-rising pipelines.106 After construction, operations would add roughly eight dollars to the cost of each barrel pumped.107

The pipeline’s strategic value does not appear commensurate with its high price tag.108 Some observers have suggested that it could help reduce China’s reliance on oil shipped through the Strait of Malacca. But if the project’s main purpose is to provide an alternative oil supply in the event that the Strait of Malacca was closed, it would still remain vulnerable to sabotage from the ground or aerial bombing. It would be even easier to blockade or disable Gwadar Port than the Strait of Malacca. The prospect of a Strait of Malacca closure and conflict, presumably between the United States and China, now seems remote, but the pipeline would remain vulnerable to attacks from Baluch militants in the meantime.

The railway could allow commerce to continue overland all year, but it would come at an astronomical cost. Extending Pakistan’s railway network north to Khunjerab would require building an estimated two hundred kilometers of tunnel and seventy bridges. Building south to Gwadar would require upgrading an existing line, for which feasibility studies have only begun.109 Altogether, the two extensions are estimated to cost $16 billion, and each will take at least five years to build.110 Officially, the southern component is slated to begin construction in 2025, and the northern component will begin in 2030, close enough to allow officials to speak about the project with a straight face and far enough away to allow them to comfortably delay it.111

While the railway and pipeline have not moved forward, the Chinese telecom giant Huawei has laid a fiber-optic cable across the Khunjerab Pass. At $44 million, it is less expensive and more practical.112 Huawei representatives point out that it will allow Pakistanis to access Chinese content more quickly, and by avoiding undersea cables, the route makes espionage from neighboring countries other than China more difficult.113 Unlike the proposed pipeline, the fiber-optic cable is less vulnerable to attack and cheaper to repair. Unlike the proposed railway, it cannot carry people. It offers the type of connectivity that is most comfortable to both governments.

“Higher than the Himalayas”

Slowly, CPEC is beginning to echo Haqqani’s summary of U.S.-Pakistani relations. Expectations have been nothing if not exaggerated. Promises have been broken, as only a fraction of CPEC’s projects have materialized. Prime Minister Imran Khan, who assumed office in 2018, has put most of CPEC’s remaining projects on hold. “Perhaps we can stretch CPEC out over another five years or so,” Abdul Razak Dawood, Khan’s commerce and industry adviser, said in September 2018.114 Khan’s administration has blamed the previous government for negotiating bad deals that benefit Chinese companies at the expense of Pakistani companies. But it is hard to escape the unstated implication that China took advantage of Pakistan’s weakness.

China’s list of grievances is growing as well. Chinese firms have complained about corruption within the initiative, delays in procurement and licensing processes, and failures by Pakistan to make payments on time.115 Pakistani businesses have pressed their provincial governments to delay the creation of special economic zones, which the Chinese government is eager to set up. In 2017, China signaled its displeasure with Pakistan’s stewardship of CPEC by temporarily halting funding for multiple projects.116

So far, China and Pakistan have avoided dangerous misunderstandings. Even as expectations are not met, new promises are made that allow officials on both sides to maintain optimism. Pakistan has few alternatives, and with nearly two-thirds of its population below the age of thirty, its demographic clock is ticking. Without tangible results, enthusiasm for Chinese investment and tolerance for Chinese workers could turn into resentment.

China faces many of the same challenges that plagued U.S. efforts in Pakistan, but its interests are more direct and enduring. U.S. involvement in Pakistan has never really been first and foremost about Pakistan but about some larger battle in which Pakistan’s cooperation was needed. For China, CPEC is more direct. It lives there and does not enjoy the United States’ geography of splendid isolation. Even if China wanted to, it cannot leave entirely.

The balance of power is in China’s favor, but in the struggle to define CPEC on the ground, Pakistan has more experience. During the twentieth century, China was never as heavily involved with foreign development as the United States was during its high points. Pakistan has been working with, and against, outside partners since it became independent. Its leaders are adept at attracting outside support without bending too much to outside pressure, for better or, quite often, for worse. In the basic contest between development and independence, they have favored the latter at the expense of the former. They have resisted change, often to protect the interests of elites. On its home turf, Pakistan has a long streak of winning without winning.

CPEC has been advertised as a “game changer,” but it has allowed old games to continue. The tragedy is that the policies to develop Pakistan have been known for some time. Despite decades of advice and billions of dollars in assistance from international donors, for example, Pakistan has been unable to fix its energy sector. Distortions to the sector, caused by bad policies, cost 6.5 percent of the country’s GDP each year.117 Khan’s election signals more continuity than change. His coalition was backed by Pakistan’s army, which is the strongest defender of the status quo.118

The parallels with Pakistan’s early days are even personal. In October 2018, Khan’s minister of power, Omar Ayub Khan, traveled to Suzhou, China, for a Belt and Road conference. “One of the most important countries in the One Belt One Road Project is Pakistan. The Karakoram Highway that connects Pakistan and China is one of the pivots of CPEC,” he told the conference.119 He did not mention that his grandfather, General Ayub Khan, presided over the chaotic construction of the KKH. Like General Khan, who pressed the U.S. Congress for support in 1961 before turning to China, he was there to reassure his foreign sponsors and, of course, to ask for more investment.

China, for its part, has been repeating the mistakes of the powers that came before it. It has failed to make its investments contingent on difficult reforms. Rather than encouraging Pakistan to set stricter priorities, it has been willing to pick from expansive wish lists of projects. China’s approach to projects in Pakistan has been based far too much on its own experience. Like the Western economists who advised Pakistan, Chinese officials have overestimated their abilities. Chinese officials have been surprised when projects in Pakistan have been halted for reasons that would not stop projects in China.120 These mistakes are all the more remarkable because China has chosen to make CPEC the BRI’s flagship.

China has entered a contest from which it will be even more difficult to withdraw. Proximity is an asset when things are going well, but it makes cutting losses in Pakistan more difficult. China’s lighter engagement in the past allowed it to maintain a steadier course in its relations with Pakistan, inspiring officials to declare that their friendship “is higher than the Himalayas and deeper than the deepest sea in the world, and sweeter than honey.”121 But with deeper engagement comes greater turbulence, and that saying also carries a warning. Honey is sweet, but like spending on megaprojects, it provides a temporary boost that soon wears off. Mountains are high, and oceans are deep; but like large amounts of debt, they are dangerous.
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CHAPTER EIGHT

Game of Loans

Sri Lanka

OVERLOOKING SRI LANKA’S SOUTHERN coast, Hambantota’s Martello Tower is a monument to a violent past and a witness to a struggle still unfolding. Round and stout, at only twenty-five feet tall the tower gets its height from the quiet hill on which it is perched. It was built by British soldiers in the early 1800s, a tactical outpost and statement of their intentions to stay. Their arrival brought an end to the Kandy Kingdom, which had ruled the area for nearly four centuries. In the 1990s, four decades after the British left, the tower was rebuilt, incongruously, as part of a fisheries museum. Inside, light leaks through the gun holes that British soldiers once peered out of and streams down from the ceiling, where a hatch opens to the roof.

There are two views from the top of the tower. Look south, into the Indian Ocean, and hulking ships move smoothly and slowly. Each plots its own course, but all are locked in the same larger dance. Tankers filled with oil are heading east toward China. Massive container ships, their decks stacked and colored with Lego-like precision, carry goods toward Europe. The largest of them are more than half a football field wide and longer than the Empire State Building is tall. Altogether, some sixty thousand ships pass by each year. The mantra for real estate is generally true for ports: location, location, location. Hambantota is a mere ten nautical miles away from one of the world’s busiest shipping lanes.

Look west, down the coastline, and gigantic state-of-the art shipping cranes, each costing $30 million, rise above a Chinese owned and operated port. Until construction started in 2008, the area was mostly jungle. Wild elephants still roam nearby, coming out of their protected areas and into contact with humans as new construction shrinks their habitat. Sri Lanka has some of the world’s best natural harbors, but curiously, this port was carved out of the coast. A logistics and industrial zone with refueling services, cargo transshipment, and ship repair was unveiled in 2017 with promises that it would create one hundred thousand jobs.1 Such prosperity would transform Hambantota, a fishing town of sixty thousand people.

The problem is that these two images—the world’s busiest shipping lanes and Sri Lanka’s gamble to tap into them—remain miles apart. In 2017, the port handled less than 1 percent of Sri Lanka’s total traffic. To create activity, shipments of cars are diverted from Colombo, Sri Lanka’s capital and the home of its busiest port, which is thriving and has plans to expand further in the coming years. When Hambantota’s modest cargo is unloaded, much of it is driven north toward Colombo and other urban areas, where most Sri Lan-kans live. It is a classic example of poorly targeted government intervention, increasing inefficiency rather than addressing its root causes.

Rather than fueling local development, Hambantota Port has become the poster child for the dangers of Chinese lending. The port was never intended to be Chinese owned and operated, but it was Chinese financed and built, adding to Sri Lanka’s crippling debt. U.S. officials have seized on the example to illustrate the perils of borrowing from China. As U.S. Vice President Mike Pence said in October 2018, “China uses so-called ‘debt diplomacy’ to expand its influence. . . . Just ask Sri Lanka, which took on massive debt to let Chinese state companies build a port of questionable commercial value.”2

As a former speechwriter, I can appreciate the chest-thumping appeal of those lines, particularly for an American audience. But as an analyst, thinking about how they sound to a global audience, I wish that someone had cut them. Sri Lanka’s complexities have been turned into a cheap spy novel, reframed as a simple zero-sum competition between outside powers rather than a messy, and mostly domestic, human drama.

The Merchant of Hambantota

Behind Hambantota Port is a tale of reckless ambition that Shakespeare would recognize. In the opening scene of The Merchant of Venice, Bassanio, an ambitious and spendthrift nobleman, is broke and desperate to secure a loan for his courtship of Portia, a rich heiress. “How much I have disabled mine estate / By something showing a more swelling port / Than my faint means would grant continuance,” he says. Even more than the nautical similarities, it is the relationship between Bassanio’s drive and dangerous debt that Hambantota evokes. Bassanio is driven less by love than by ego, and Portia is his shortcut to the top of society. His friend Antonio, a wealthy merchant, agrees to guarantee the loan. The deal comes with a famous condition: if Antonio cannot repay the loan, the lender may take a pound of his flesh.

In Sri Lanka’s case, the ambitious nobleman was Mahinda Rajapaksa, and the ending was not as kind to the people of Sri Lanka, who continue to pay for his unchecked drive. Rajapaksa was born to a well-known political family in Hambantota, and his father served in the Sri Lankan parliament for nearly two decades. When the elder Rajapaksa died in 1967, it fell to Mahinda to carry on the family tradition. In 1970, at only twenty-four years old, he campaigned for his father’s seat in parliament and won, becoming the youngest member of parliament in Sri Lanka’s history. He served for seven years before losing his seat and joining a law practice in Tangalle, a large fishing town in Hambantota District. In 1983, he married Shiranthi Wickramasinghe, a former beauty queen whose connections would help his quest for higher office.

No one can accuse Rajapaksa of forgetting where he came from because he never misses an opportunity to remind everyone. Draped over traditional white garb, his trademark maroon shawl is supposedly inspired by his uncle, who as a public attorney for Hambantota wore a brown shawl that represented finger millet, a local crop. Rajapaksa has cast himself as a savior of Sri Lankan farmers.3 It is a savvy move for a politician with a rural base, and somehow, the act continued even while his wealth grew in the public eye. He loves jewelry and has been called “Lord of the Rings” for wearing up to eight rings at once.

Rajapaksa reentered politics in 1989, winning a seat in parliament and later serving as minister of labor and minister of fisheries. As a cabinet member, he funneled state money to pet projects, including turning Hambantota’s Martello Tower into a fisheries museum. He also promised to bring big ships to Hambantota.4 In 2002, Rajapaksa became leader of the main opposition party, a challenger in waiting for the nation’s highest office.

Later that year, the ruling coalition government, led by Chandrika Kumaratunga and Ranil Wickremesinghe, unveiled a sweeping development plan. Released in December 2002, “Regaining Sri Lanka” has clues for the chaos that would later unfold.5 It reads more like a wish list than a coherent plan or strategy. One part of the document notes that developing Hambantota Port is a “longer-term” priority, while another says it is a “medium-term” priority. Part of the confusion might have stemmed from the fact that the port had not been studied yet in any great detail.

Feasibility studies are essential for planning large projects, but they are a mix of art and science, allowing for honest mistakes as well as manipulation. Reasonable people can disagree about which assumptions to use and how to interpret results. Less objectively, these studies can be massaged to support a preferred course of action, and the sponsor always has the option of seeking a different study. “Regaining Sri Lanka” noted that SNC Lavalin, a Canadian engineering firm, would complete a feasibility study for the port.

Evaluating projects that are intended to develop rural areas is especially hazardous. Like Khorgos Gateway and Gwadar Port, examined in Chapters 3 and 7, Hambantota was conceived as a game-changing engine for growth. The appeal of bringing economic opportunities to disadvantaged areas is so powerful that it can mask related costs. A new port in an underdeveloped area often needs better local and national roads, power generation and distribution, and water services. Many of these expenses are not captured in the cost of the port itself and normally would be viewed as disadvantages when comparing sites for the port. But when rural development is a primary goal, these challenges become justifications for the project.

Initially, the Sri Lankan government made the right call. In 2003, a government-appointed task force reviewed and ultimately rejected the SNC study, faulting it for ignoring the port’s potential impact on Colombo Port.6 A natural trade hub for centuries, Colombo’s port was developed under British rule and then modernized to accommodate shipping containers in the 1970s. In 2016, it was ranked among the top twenty-five busiest ports in the world.7 It has the capacity to handle even more cargo, and if that runs out, it has space and plans to expand.8 The biggest threat to the success of Hambantota Port has always come from within Sri Lanka.

Ideas for megaprojects come and go, but they rarely die. Before the Suez Canal became a reality, it was dreamt up, studied, and abandoned by a succession of leaders from Egypt’s pharaohs to Napoleon. Proposals for an extensive U.S. highway system emerged in the early 1800s, but it took the threat of the Soviet Union for Eisenhower to sell the U.S. Congress on supporting it. Projects can resurface with a new urgency when technology opens new possibilities, when greater financial resources emerge, or because domestic politics demand it. Every big project needs a strong political patron, and in 2003, Hambantota Port did not have enough support. The idea was studied and declined but not buried.

When Rajapaksa ran for the presidency in 2005, he capitalized on two disasters, one natural and one manmade. A tsunami in December 2004 killed more than thirty-five thousand Sri Lankans, including many in Rajapaksa’s base of support. In the north, the country was mired in a civil war between Tamil Tigers and the Sri Lanka government. On election day, Rajapaksa emerged from a polling booth and made two promises. First, he would “bring about an honourable peace” to Sri Lanka.9 Second, he would “build a new Sri Lanka.”10 When the votes were tallied, Rajapaksa narrowly won, capturing just over half the vote. After decades of climbing, Hambantota’s man had reached the top.

“Helping Hambantota”

As president, Rajapaksa was as generous to his family and friends as he was merciless to his enemies and adversaries. He appointed fifty-two cabinet ministers, setting a world record for the largest cabinet.11 Among those were three of his five brothers, giving the Rajapaksa family control over 80 percent of the national budget.12 As defense secretary, his brother Gotabaya oversaw a military campaign to end the Tamil conflict. More than one hundred thousand people died, including forty thousand Tamil civilians killed by government forces, according to the UN.13 Rajapaksa was a villain in the eyes of the minority Tamils but a hero to many Sinhalese citizens, who make up three-quarters of the population.14

While conflict raged in the north, Rajapaksa wasted little time building, especially in the south. An investigation by a journalist, Sonali Samarasinghe, alleged that Rajapaksa and his aides embezzled $1 million from international donations designated for the tsunami relief efforts by moving funds into a private account labeled “Helping Hambantota.”15 The government launched an investigation, but the Supreme Court ordered an end to it, a decision that the chief justice publicly regretted.16 Samarasinghe and her husband, Lasantha Wickrematunge, endured harassment from the government until 2009, when Lasantha was killed, forcing her to leave the country.17

Rajapaksa continued to help Hambantota by helping himself. Hambantota Port is the best known of his projects, but its hand-over to Chinese owners would not have occurred without the pursuit of other dubious projects at the same time. Each new project added to Sri Lanka’s growing debt, and many did not produce enough economic activity to cover the loans. The worst of these big-ticket projects had three things in common: they used Chinese financing, Chinese contractors, and Rajapaksa’s name. Years later, they have a fourth thing in common: they are barely used.

Enough people believed these projects could succeed, or were willing to say so, before they failed. In 2006, the Danish consulting firm Ramboll completed a second feasibility study on Hambantota Port. It took a relatively optimistic view of the port’s potential, basing traffic projections on Sri Lanka’s future growth and overflow from existing ports at Colombo, Galle, and Trincomalee.18 By 2040, it estimated, the port would handle nearly six and a half times as many containers as the Port of Colombo did in 2006.19

Even with the optimistic assessment, Rajapaksa struggled to find the money to pay for the port. India, Sri Lanka’s largest trading partner at the time, declined to finance it. The Asian Development Bank (ADB) declined. That left China, which was willing not only to finance the project but to pursue an even more ambitious version of it. Early plans for Hambantota focused on offering fuel services, but under Rajapaksa, it was scaled up to include other activities, many of them already carried out at Colombo. This duplication would have been difficult for Chinese authorities to miss, let alone Sri Lankan authorities, given that they were also helping to expand Colombo and later began operating one of its container terminals.

During a tour of Colombo Port, I noticed subtler signs of Chinese influence as well. The port’s equipment tells a story of China’s rise in manufacturing and maritime commerce. The oldest cranes were European made. There was some Japanese and South Korean equipment. But the newest machinery was almost entirely Chinese, and the shipping containers were dominated by Chinese firms. Nearly two-thirds of the world’s top fifty ports have received Chinese investment.20

Adjacent to the port, Sri Lanka is developing Port City, a financial center on reclaimed land that will eventually be as large as central London, nearly doubling the size of Colombo. Proposals for expansion date back to 2004, but the grand plan that emerged has China’s fingerprints all over it. In 2011, the China Communications Construction Company (CCCC) proposed the project and offered to invest $1.4 billion in financing.21 It will lease two-fifths of the new land for ninety-nine years. The blueprints look like a Dubai-inspired magic trick, creating a mini-metropolis out of nothing. Dredging machines run at all hours, sucking up sand from the ocean floor and coughing it out. Cubic foot by cubic foot of sand, an island is slowly emerging and expanding. It could be a vision taking shape or a bubble expanding toward explosion.

Port City reflects the perils of unsolicited proposals. Most international donors craft their offers in response to proposals from recipient countries. Public solicitations can result in more offers, stiffer competition, and ultimately better deals for recipients. But for Port City, and several other projects in Sri Lanka, Chinese companies and officials effectively made the proposal. In these cases, China sets the table for discussions and greatly simplifies the process by offering the proposal, financing, and a contractor ready to get started. In the most egregious instances, Chinese firms even complete the feasibility study for the project they were proposing, effectively approving their own work and providing another opportunity to inflate costs.

From a purely commercial perspective, the best option for improving the trade competitiveness of Sri Lanka’s ports would have been a modest expansion of the Port of Colombo while improving operations there and at other existing ports. But Rajapaksa had bigger ambitions. He wanted to bring economic opportunities to his rural base of support and, in doing so, cement his own legacy.

The temptation to build transformative projects is universal. Politicians understand that technical and management improvements do not generate the same excitement as ribbon-cutting ceremonies. The scale is further tipped toward building new facilities, rather than upgrading existing ones, because of the lag between project announcement and completion. Successful projects can take years to complete and even longer before they become profitable. Officials who reap the political benefits of starting new projects are rarely around to be held accountable for their long performance.22

Colombo’s Lotus Tower is another Chinese megaproject with questionable utility. At $100 million, it is South Asia’s second-tallest building and, true to its name, looks like a metallic green stem and red flower. Pitched as a telecommunications hub, it can house up to 120 telecom companies.23 Yet there are only 115 licensed telecommunications operators and radio and television broadcasters in all of Sri Lanka.24 Even if the tower attracts tourists, it seems destined to join the list of vanity projects that have dangerously increased Sri Lanka’s debt.

To be sure, Chinese financing in Sri Lanka during Rajapaksa’s two terms was not entirely wasteful. Thanks in part to Chinese-built roads, I was able to drive a counterclockwise miniloop of the island over three days, touching the southern and western coasts before returning to Colombo. When highways gave way to rural roads, often when traveling from the coasts into the island, it felt like two different countries. Outside the cities, the coastal highways were smooth, fast, and comparatively safe. Inland, on the rural roads, there was deceleration, vibration, and chaos as trucks and tricars, three-wheeled motor carts, dodged potholes and each other. Near rural town centers, the sides of the roads were bustling with people on the move, children playing, and tiny shops. The roads are where life happens, and everyone seemed inches away from collision.

But Chinese loans have dangers of their own. In Sri Lanka, China was lending at relatively high rates, for comparatively short periods, and encouraging refinancing and additional borrowing. The first phase of the Hambantota Port project was a $307 million loan at 6.3 percent interest. Unlike these commercial rates, multilateral development banks typically offer loans at rates closer to 2 or 3 percent and sometimes even closer to zero. China gave Sri Lanka fifteen years to pay back the first Hambantota loan, while the ADB had provided a twenty-five-year loan for the Port of Colombo. As delays began to mount, the additional time would have been helpful. And of course, Chinese officials were happy to help Rajapaksa borrow extra and refinance at a higher rate.

Speed is China’s strongest appeal and its greatest risk. Chinese loans, while often requiring the partner to use Chinese contractors, are often not as stringent in their requirements for safeguards and reforms. In 2011, Sri Lanka’s official external financing strategy singled out the differences between Chinese loans, noting, “Loan processing time for these loans is very short, conditions required to be completed for obtaining these loans are much fewer compared with the other lending agencies.”25 The officials writing that report should have acknowledged the risks that came with a faster loan process, but in the moment, all they saw was upside.

All That Glistens

China was not the preferred lender but often Sri Lanka’s last or only resort. There were no competing offers for Hambantota’s port, suggesting that other potential lenders did not see rewards commensurate with the project’s risks. Sri Lankan officials should have interpreted that lack of interest as an important warning. Instead, with the project having been judged too risky by international lenders for a loan with a lower rate, they pushed ahead with loans at higher rates.

Rajapaksa was so eager to build that some feasibility studies became a box-checking exercise rather than a tool for risk mitigation. The most glaring example is a thirty-minute drive from Hambantota Port. Out of the jungle, past signs warning drivers about wild elephants, a $210 million airport emerges. China Export-Import Bank provided a concessional loan, and China Harbour Engineering Company, the same company behind Hambantota Port, built the facility. The government reportedly spent less than $6,000 on the feasibility study for the airport, ignoring previous work that examined options for a second international airport. At the time, Rajapaksa’s cousin Prasanna Wickramasuriya was chairman of the state agency that operated the airports.26

The Mattala Rajapaksa International Airport was intended to become a gateway for tourists but has become a destination itself since opening in 2013.27 For less than a dollar, people can visit the airport’s main hall, where a large Buddha statue greets visitors. At the airport’s peak, a handful of airlines used it, including a new state-owned airline called Mihin, the diminutive form of Mahinda. For a brief period of time, it was possible to buy tickets using currency with Rajapaksa’s image on it to fly Mihin to Rajapaksa Airport.28 After landing in Mattala, you could go to the Rajapaksa port, the Rajapaksa cricket stadium, or the Rajapaksa National Tele-Cinema Park.

As it turned out, not many people wanted to do any of those things. Mihin ceased operations in 2016, and without sufficient demand, even Sri Lanka’s largest national airline stopped operations at Mattala. In 2017, the airport averaged seven passengers a day, and in 2018, the last commercial airline, FlyDubai, announced it was canceling its service. Except for the occasional emergency landing, and a skeleton staff to perform essential tasks, the facility then sat unused.

While skimping on the airport feasibility study, Rajapaksa spent nearly $800,000 of public money for an opening ceremony for Hambantota Port, on November 18, 2010. It was his sixty-fifth birthday and the last day of his first term in office. Rajapaksa must have consulted his personal astrologer, Sumanadasa Abeygunawardena, who was trusted to select auspicious dates and times for state events. As Rajapaksa rose, so did Abeygunawardena. His horoscope text-message service expanded thanks to a deal with the state telecom company, and Rajapaksa appointed him to Sri Lanka’s National Savings Bank board despite his complete lack of banking experience.29

The Hambantota Port opening was an opportunity to celebrate with friends and, naturally, to reward loyalty. The Sri Lankan actor Jackson Anthony emceed the event and collected a $179,000 fee, ostensibly for helping to organize it. Anthony was another good friend, having claimed in 2011 that Rajapaksa was “related to Lord Buddha.”30 More than $80,000 was spent on dancers. “Five years ago . . . I promised the nation that I would bring an honourable peace to this country and also to build a new Sri Lanka. I am glad to state that I was able to fulfill both these promises within five years, even before the end of my term,” Rajapaksa told his audience.31 After his speech, Rajapaksa released water into the port.

The show hid the fact that the port was not yet functional. A sensationalist press release from the lead Chinese construction firm, China Harbour Engineering Company (CHEC), recounted, “The crowds immediately became excited and many employees of CHEC having participated in the port construction were so excited that they couldn’t hold their tears.” It claimed that CHEC “smoothly managed to make the port accessible by ships four months before the date required by the Owner.”32 In reality, a large rock was obstructing the entrance to the port and still needed to be removed. Rather than risk delaying the opening, CHEC had prematurely flooded the port. It charged $40 million over the next year to remove the rock.33

As Rajapaksa partied, Sri Lanka’s economy was developing a hangover. Doubts about his investments began to mount as their promised benefits—jobs, rural development, and transformative growth—failed to materialize. His response was to borrow more. In 2012, he secured an additional $757 million loan from China’s Export-Import Bank to further expand Hambantota Port, which was barely attracting traffic. By 2015, Rajapaksa had tripled Sri Lanka’s debt, and roughly 95 percent of Sri Lanka’s government revenue was going toward servicing it.

Rajapaksa’s spending became a prime target for the opposition party, led by his own health minister, Maithripala Sirisena, who left Rajapaksa’s cabinet to challenge him in the 2015 election. Accusing Rajapaksa of accumulating debts that “generations of our children and grandchildren would be unable to completely finish paying off,” Sirisena made Sri Lanka’s debt a centerpiece of his campaign and promised in his campaign platform to “expose to the country the true state of state loans,” take “urgent steps to lighten the state debt burden,” and “re-assess all mega projects undertaken recently.”34 In a surprise upset, he unseated Rajapaksa in January 2015.

Sirisena’s administration reexamined some deals and temporarily halted the second phase of construction at Hambantota’s port. Although well intentioned, this also delayed any revenue the port could generate, effectively making it even more difficult to service the loans.

But the new government’s options were limited, and it learned how large projects, once started, are difficult to kill. Even if cancellation makes economic sense, political and legal barriers stand in the way. Politically, it is always easier to give, announcing a new project, than to cancel and take away. India and some Western partners were willing to provide technical support, but even in aggregate, they could not match China’s financial largess. The administration discovered that existing contracts were difficult to terminate, and many included clauses requiring any disputes to be resolved in Chinese courts. Even despite an election mandate for change, Sirisena had little room to maneuver.

With Sri Lanka unable to repay its debt, its pound of flesh came due. In July 2017, Chinese and Sri Lankan officials agreed to a concession that granted China Merchants a controlling stake in Hambantota Port and a ninety-nine-year lease for $1.12 billion.35 The agreement sparked protests in Hambantota and accusations of neocolonialism. The project would not be as disappointing if its scope was not stretched and its supposed benefits were not spectacularly exaggerated.36 The windfall of one hundred thousand jobs has not materialized, and in November 2017, over four hundred port employees were let go.37 In December, on the day of the handover, Sri Lankans gathered in front of the port’s main gate to protest. Using an aerial picture of the port, rather than the people on the ground, Xinhua, China’s official news agency, tweeted triumphantly, “Another milestone along path of #BeltandRoad.”38

“Debt Diplomacy”

When I visited Hambantota a month after the handover, the signs of China’s growing influence were hard to miss.39 As the sun rose one Saturday morning, groups of Chinese workers in half-zipped blue jumpsuits made their way to the port. One of the few vessels anchored at the port was affiliated with China Shipping. The port’s headquarters, a triangular thirteen-story wedge built by a Chinese contractor, juts out of the flat green landscape like it was copied and pasted from a hotel resort catalogue. Nearby, seventy or so Sri Lan-kans staged a quiet protest. A small group stood behind a booth with signs that asked, “Authorities, what do we get, our job or death?” Most of the protesters were across the street, sitting at tables underneath the shade of trees. A few days earlier, the port’s employees’ union announced that former workers were starting a hunger strike.

Exactly how the Hambantota agreement came together remains a matter of some speculation, a result of the lack of transparency around it and other financing agreements. Sri Lanka’s parliament approved the revised Hambantota Port deal, but the text has not been made public, allowing suspicions to fester. The Sirisena administration claims that Chinese officials insisted on a Chinese firm taking a controlling stake in the port.40 After leaving office, Rajapaksa claimed that Chinese firms were never intended to have a controlling ownership stake and operational control of the entire port but should have operated an individual terminal, as they do in Colombo.

As Hambantota’s story has been told and retold, it has become Exhibit A for a growing case against China’s “debt diplomacy,” the term of art for loading up small economies with loans to extract strategic concessions.41

Without a doubt, lending risks along the BRI are high.42 In 2018, Christine Lagarde, then managing director of the International Monetary Fund, warned in a speech that “the first challenge is ensuring that Belt and Road only travels where it is needed.”43 She mentioned the risk of debt increases but stopped short of saying that China was using this leverage. In truth, the IMF wields the same basic power. Its loans are issued with requirements that recipient states undertake specific reforms.

The case against Chinese officials’ malpractice is strong. They had the means, motive, and opportunity. China was not Sri Lanka’s leading creditor, but it was willing to accept payment terms that more responsible lenders would not. At the time of the Hambantota deal, China only held 10 percent of Sri Lanka’s foreign debt. In comparison, the World Bank held 11 percent, Japan held 12 percent, and the ADB held 14 percent.44 Not all lenders behaved the same, however. For example, the ADB has three major financing guidelines: it seldom takes an equity stake larger than 25 percent of total share capital, it will seldom be the largest single investor in an enterprise, and it will not assume responsibility for managing an enterprise. In the case of Hambantota Port, China took an 80 percent share, became the largest investor, and assumed responsibility for managing the enterprise.45

China’s motive is allegedly strategic, and Beijing’s behavior leaves cause for concern. During 2014, two Chinese submarines and a warship docked at Colombo, Sri Lanka’s capital, setting off alarms about China’s expanding military footprint. In recent years, Chinese officials and defense experts have started to speak more openly about using Chinese-funded ports in the Indian Ocean with questionable commercial merits, including Gwadar Port in Pakistan, for peacekeeping and disaster-relief operations.46

But the port is not yet a Chinese naval facility, and Sri Lankan officials have tried to calm fears that it will become one. “Sri Lanka headed by President Maithripala Sirisena does not enter into military alliances with any country or make our bases available to foreign countries,” Prime Minister Ranil Wickremesinghe promised in August 2017.47 Early the following year, Sri Lanka’s highest-ranking military officer said, “There had been this widespread claim about the port being earmarked to be used as a military base. . . . No action, whatsoever will be taken in our harbor or in our waters that jeopardizes India’s security concerns.”48 In mid-2018, Sri Lanka announced that it was moving the southern command of its navy to Hambantota, underscoring its intent to control the port. Since then, U.S. Navy and Japanese Maritime Self-Defense Force ships have made port calls to Hambantota.49

In military terms, Hambantota could be useful for Beijing, but it is not a game changer. The port’s operations are still overseen by Sri Lankan authorities, and any visiting military vessels need their approval.50 That could change in the future, of course, and a country heavily indebted to China will be less likely to refuse requests to host Chinese military vessels. If China did gain unfettered access, the port’s location is a double-edged sword. It is located close to a major shipping lane, which is strategically valuable, but dangerously close to one of China’s major competitors, India, whose military is moments away.

Without a doubt, China’s irresponsibility helped create Hambantota Port. Sri Lanka’s overall debt levels were unsustainable, and it was looking for relief. China contributed significantly to that problem because of the speed at which it lent. Between 2008 and 2017, the beginning of its renegotiations over Hambantota Port, China lent $8 billion as other lenders were calling for caution.51 Chinese officials claim that other foreign creditors deserve their share of the blame. But pointing to shares of foreign debt is like saying debt is debt, regardless of where it comes from and how it is used. That would be true if China adhered to the same standards and safeguards as Western lenders do. It did not and should bear more responsibility.

Ironically, the debt-diplomacy narrative is actually too generous to China. Foreign-policy experts occasionally see strategy where it does not exist, viewing their competitor’s actions as more coordinated than they are in reality. The trope is that China is masterfully planning for decades, if not centuries, while Western politicians are struggling to survive tomorrow and next week. Too often, China’s governance style is viewed as a strength, the assumption being that its authoritarian government has lasting and superior control while democratic governments are thrown out every few years.

Behind the Hambantota fiasco is not a unitary China but a host of interest groups, each with its own parochial interests, most of which have nothing to do with long-term objectives in general and military aims in particular. In planning for a range of scenarios, Chinese officials must have considered the possibility that Sri Lanka would not be able to pay back its loans, but it is not clear that taking over Hambantota Port was their primary objective.

It is more likely that Hambantota is the result of an absence of strategy among both Chinese and Sri Lankan officials. Eager to support Xi’s signature vision, Chinese officials approved loans for projects without adequate due diligence. Chinese firms were eager to build the projects and would get paid regardless of their commercial viability. Sri Lankan officials took the loans without coordinating projects under a coherent development plan. They reaped the immediate political, and in some cases financial, benefits of building new projects. Everyone took something for themselves, eagerly and without much care for the longer-term repercussions. It was chaotic, not strategic.

Getting the story right matters. Preventing the next Hambantota could require greater, not less, oversight and coordination of Chinese lending. China has so far refused to join the world’s other major official creditors, which belong to the Paris Club and agree to cap their lending rates, share information, and coordinate debt relief. China is an observer and must be persuaded to become a member, so it is required to play by the same rules or, at the very least, to raise its lending standards.

The debt-diplomacy narrative also ignores the costs China incurs for troubled projects. The unstated, and inaccurate, assumption is that China wins even when its projects fail. The reality is that China will face financial and reputational costs as its projects fail. Hambantota, a fishing village, has become a global lighthouse, warning against getting too close to China. In taking the port, China tarnished its own major foreign-policy vision and will struggle to remove the stain.

It is difficult to imagine China changing its behavior, however, without incurring further losses. It derives a comparative advantage in staying outside the Paris Club, able to pursue a wider range of actions and make offers that other major lenders cannot. Likewise, it gains speed from not adhering to the same risk-assessment processes as the World Bank, ADB, and other multilateral development banks. But China also assumes greater risk, as history cautions. The world’s major creditors did not bind themselves out of philanthropy but out of self-interest, after suffering the reputational and financial consequences of going it alone. China may have to repeat more of their mistakes before adopting more of their solutions.

Critically, the debt-diplomacy narrative, and China’s rebuttal to it, minimizes Sri Lanka’s agency, which is where responsibility and solutions ultimately lie. Fixating on the port’s commercial failure and military value misses the mechanism that made it all possible: politics. There are interest groups that want to build projects, regardless of their commercial or strategic value, especially politicians looking to give back to their home bases of support. By far the largest share of Sri Lanka’s foreign debt is bond issuances and term loans, which are sold in auctions run by the state.52 In 2018, Sri Lanka’s auditor general even admitted that he could not say with certainty how much public debt the country owed.53 If there was a debt trap, Sri Lanka’s leaders laid it and walked into it.

“Grave Responsibilities”

The next test for Sri Lanka could be on its east coast. In July 2018, the government unveiled a master plan for turning the city of Trincomalee into an “eastern gateway” by 2050. On its face, it is an ambitious proposal that seeks to leverage Sri Lanka’s geography and tap into regional economic trends. Trincomalee has one of the world’s largest naturally protected harbors. By 2050, the Bay of Bengal region, which includes India, Sri Lanka, Bangladesh, and Myanmar, is expected to have nearly three billion people.

Tucked into the plan are some red flags. It includes a $1 billion port project that would take several years to complete.54 It would have two container terminals with additional capacity that Sri Lanka does not urgently need. It also proposes a $65 million airport that would be able to handle one million passengers a year.55 The problem is that Trincomalee already has a domestic airport that it wants to expand.

The political incentives are clearer than these economic projections. The proposal does not adequately take into account other developments in Sri Lanka, just as Hambantota Port was pursued without enough attention to the Port of Colombo. The plan is also too forward looking. When projections are stretched into decades, it is tempting to believe that an investment will pay off handsomely. It is sobering how many of those projections become outdated after five years.

The challenge for China’s competitors in Sri Lanka is to avoid throwing good money after bad. Indian and Japanese officials have expressed interest in developing Trincomalee’s port, which media already describe as a “counter” to Chinese influence. Japan has already made several investments to improve the existing airport.

India has considered turning the Mattala Rajapaksa International Airport into a flight school. Given the airport’s track record of incidents, including bird strikes and elephants attacking workers, it would be an unusually challenging proving ground for new pilots. Privately, Indian officials suggest that owning and operating the airport could serve as a deterrent, helping to check Chinese naval activities at Hambantota. India could even land military aircraft during training exercises, with the permission of Sri Lanka’s government, to reinforce that message.

But India’s interest in this failed project sends an odd signal. It is responding to military concerns around a commercially dubious project by potentially militarizing it. The prospect of turning around a failing project is tempting, and if it works, India could play the hero, rescuing its southern neighbor from a Chinese-built boondoggle. But if it fails, India risks assuming some of the reputational damage that China would otherwise suffer. India’s bailout might also contribute to a sort of moral hazard, providing future Sri Lankan officials with a false sense of security to pursue more risky projects. Rather than India playing China’s game and having its reputation dragged into the mud, it might be better served by focusing on economic fundamentals.

For China, Sri Lanka’s 2015 election was a leading indicator of trouble to come. During 2018, opposition candidates harnessed criticism of the BRI in Malaysia and Pakistan, as Chapters 6 and 7 recounted, as well as in the Maldives. All three governments, heavy supporters of the BRI, were replaced. After Mohamed Ibrahim Solih took office in the Maldives, he discovered that the country’s debt to China was twice as high as expected.56 This backlash is the natural result of a cycle of too much lending without adequate transparency and oversight. It was happening even in a global economy that was performing well, softening and concealing the extent of the BRI’s risky lending. As those conditions deteriorate, more problems will surely come to the surface.

Whether the BRI brand becomes toxic will depend not only on how China reacts but also on whether recipient countries are willing and able to exercise greater oversight and discipline over their project decisions. Sri Lanka’s experience suggests that will be difficult, demonstrating that it is not enough to warn against embarking on risky projects. When leaders weigh the short-term incentives of starting projects against the long-term risks of debt and subpar performance, the former often wins out. Better financing alternatives could limit recipient countries’ exposure to high interest rates and project terms that create dangerous dependencies. Capacity-building measures could help train governments to evaluate projects and negotiate terms.

But no source of alternative financing will solve the fundamental challenge of walking away from unviable projects, from declining to build the next Mattala airports and Hambantota ports. Better financing alternatives cannot and should not be made available for all proposed projects. Some projects simply should not be pursued. That responsibility falls to government officials and, in democracies, the citizens who elect them. As Sri Lanka’s first prime minster, D. S. Senanayake, told the nation upon its independence, “Freedom carries with it grave responsibilities.”57

Rajapaksa’s ambition is undiminished. In 2018, Sirisena fired Ranil Wickremesinghe and replaced him with Rajapaksa as prime minister, throwing Sri Lanka into a constitutional crisis after the new government was unable to form a majority and parliament was dissolved. After Sri Lanka’s Supreme Court intervened, Rajapaksa was forced to step down. He was prime minister for less than two months, but that was long enough to sign two deals worth more than $50 million with Chinese firms for port upgrades.58 “We will bring the forces opposed to the country down to their knees by organizing the people,” Rajapaksa said defiantly in his resignation speech.59 It was a setback for a political climber who had only moved up throughout his career, from member of parliament to fisheries minister, opposition leader, and prime minister.

But Rajapaksa has always found opportunity in chaos, and after Sri Lanka’s Easter Sunday bombings in 2019, the political winds turned again in his favor. Rajapaksa rushed to remind Sri Lankans of his strongman credentials, claiming, “the Easter Sunday attacks would have never taken place under our government.”60 Although Mahinda was ineligible to run for a third presidential term, his brother Gotabaya, the former defense secretary, ran and won in November 2019. Naturally, Gotabaya appointed Mahinda as prime minister. Sri Lanka’s financial future may be cloudy, but the forecast for Mahinda Rajapaksa and his family is improving.

Rajapaksa’s legacy will be felt in Sri Lanka for decades to come. The true cost of his personal ambition has yet to be tallied. The government plans to resume flights at Mattala Airport and restart other projects in Hambantota.61 It is impossible to go far in Hambantota without seeing something that elevates Rajapaksa at the country’s expense. In addition to the port, airport, and cricket stadium, there are smaller signs as well. When you climb down from Hambantota’s Martello Tower, the colonial fort that Rajapaksa turned into a national fisheries museum, there is a plaque and picture of him, smiling, at the bottom of the ladder.
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CHAPTER NINE

War and PEACE

East Africa

THEY WILL SHOOT IF we go closer,” my guide said, pointing toward China’s first military base on foreign soil, while his other hand gripped the fishing boat’s throttle. Old trawlers were anchored between us and the cluster of sand-colored buildings on shore, forming a rusty partial blockade that obstructed a closer approach and suggested there was nothing new to see. Under a nuclear sun, we bobbed up and down with the waves. It was eerily quiet along the coast of Djibouti, where commercial and military moves mix as easily as the Red Sea and the Indian Ocean.

Djibouti is a riddle that only geography can answer. It is deprived and small, and yet it commands the attention of the world’s most powerful countries. Its greatest natural endowment is salt, a supply that is believed to be limitless but is barely exported. It is roughly the size of New Jersey and has less than a million citizens, hardly a blip on Africa’s booming demographic landscape. Its ethnic divisions are old, its national identity still cohering. Its neighbors—Eritrea to the west, Somalia and self-declared Somaliland to the east, and Yemen to the north—all had greater economic advantages and have fared worse.

Their turmoil has been Djibouti’s opportunity. It is a landing point of relative stability amid turmoil, a desert that sells access to the ocean. “Here, beggars do not ask for money; they ask for water,” a French naval strategist once wrote.1 The same logic applies to great powers, which have come begging for access to Djibouti’s coastline. Roughly 20 percent of global trade travels through the Gulf of Aden and past Djibouti’s doorstep. On the Horn of Africa’s coastline, Djibouti is king. It hosts five foreign military bases, the most of any country in the world, and military rents make up almost a fifth of its GDP.2

You cannot be a real country without a beer and an airline, to steal a line from the American musician Frank Zappa, but it helps to have a military base in Djibouti. The United States sent troops to Djibouti in 2002, as part of its response to the 9/11 attacks, and never left. U.S. facilities have expanded to include nearly five hundred acres at Camp Lemonnier, which became part of U.S. Africa Command in 2008. Japan established its first long-term overseas base in Djibouti in 2009 and, after China’s arrival in 2017, announced that it would upgrade the facility and station at least one Japanese personnel for every ten Chinese military personnel.3 France and Italy have bases, too. Not to be left out, Russia and Saudi Arabia have expressed interest in setting up bases.

One of Djibouti’s greatest assets is beneath the waves. It is a major landing point for underseas fiber-optic cables and a critical stop on China’s “digital silk road.” Globally, there are about 380 active underseas cables, which carry the vast majority of international data. Data from cell phones, for example, is sent to a tower and then onward across terrestrial and submarine cables. These cables will only become more important with the arrival of 5G and other services that will increase the speed and volume of data that is transferred. Using the cloud, despite its name, often requires data to travel under the ocean.4

Western policy makers were slow to grasp the challenge that China’s dominance in global telecommunications could present. More recently, they have mainly focused on security risks at home. But as Western capitals debate whether to allow Chinese technology into their next-generation wireless networks, Chinese firms are rapidly connecting the world’s next-generation markets. Half of the world’s population growth through 2050 is expected in Africa, which is also home to the fastest-growing internet market.5 With generous financing, artificially low costs, and a knack for connecting rural areas, Chinese tech firms are positioning themselves to grow even if their Western presence withers.

China has set ambitious industrial targets for winning global market shares in high-tech sectors, and using the BRI as a primary avenue, it is marching toward them. In 2008, Chinese companies were involved with just a handful of cables, almost exclusively in China, Taiwan, and Hong Kong. A decade later, Huawei Marine, an offshoot of the Chinese tech giant Huawei, was involved with ninety submarine cables around the world. Under Made in China 2025, Xi Jinping’s signature policy for taking the commanding heights of high-tech manufacturing, Beijing aims to capture 60 percent of the global market for fiber-optic cables. Of all the BRI’s dimensions, its digital connections may ultimately prove the most consequential.

Beijing’s commercial and strategic motives in global communications are difficult to untangle, as one flagship project illustrates. Beginning with its name, the Pakistan and East Africa Connecting Europe, or PEACE, cable seems relatively benign. The underseas cable was originally named the Pakistan and East Africa Express but was rebranded after the addition of France as a landing point. It is slated to become the shortest route for high-speed internet traffic between Asia and Africa when it becomes operational in late 2020. The company behind the project estimates that it will pull in annual profits of $130 million.6

The project could also pay strategic dividends. A century and a half ago, British dominance of global telegraph networks was initially driven by commercial motives, as Chapter 2 recounted. British firms dominated the market with their innovative materials and cable-laying techniques and had a leading role in setting global standards. At the close of the nineteenth century, the British government began developing a smaller system of cables touching only Britain and its possessions. These cables were useful in peacetime for espionage, and when World War I erupted, the British were better prepared than anyone to maintain communications among their forces while monitoring and disrupting enemy communications.

The cable’s developer, Hengtong Group, is China’s largest producer of fiber-optic cables and a darling of the People’s Liberation Army (PLA).7 The Chinese government has praised Hengtong as a model of “civil-military integration” for developing military-grade cable technology.8 The PLA gave it an innovation award in 2015, and the following year, they formed a partnership to research underseas cables.9 A separate company was formed to oversee the PEACE cable, common practice in an industry that often relies on forming consortia-style partnerships for each project. Its chief operating officer spent nearly two decades as an employee of Hengtong Group, including as deputy general manager of the subsidiary that partnered with the PLA.10 Further strengthening these ties, in late 2019, Hengtong announced plans to acquire Huawei Marine.

In the spring of 2019, I set out to visit three of the PEACE cable’s proposed stops in East Africa. It will stretch from Gwadar, Pakistan, which could become a Chinese naval facility, as Chapter 7 described, to Djibouti, home to China’s first military base. Ethiopia, which is landlocked and connects to underseas cables landing in Djibouti, will access the cable as well. It will also land in Mombasa, Kenya, home to a major port that Kenya’s auditor general has warned China could take if Kenya defaults on its loans.11 In all three countries, China’s high-tech footprint is expanding along with the other signature BRI projects.

“China’s Strength Will Always Support You”

In East Africa, China is following in the footsteps of European powers, which competed during the late nineteenth and early twentieth centuries for territory in what is sometimes called the “scramble for Africa.” It was really the partition of Africa, and infrastructure was a favored tool for carving up territory. The Europeans arrived on Africa’s coasts and established ports as toeholds. Then they pushed inland, building railways and laying telegraph wires, redrawing Africa’s political map as they went. In 1870, only a tenth of Africa was under European control. But by the 1890s, France, Italy, Belgium, Portugal, Germany, and Britain were all pursuing railway projects in Africa as part of their colonial enterprises.12 By 1914, only a tenth of Africa was not under Europe’s notional control.

France was the first to plant its flag at modern-day Djibouti, and its interest was initially modest. Looking to establish a coaling station for ships heading to Madagascar and Indochina, French officials negotiated treaties with the Afars and Issas (a Somali subclan), Djibouti’s two main ethnic groups. But France’s interest grew as Europe’s competition for control intensified, and as the continent was being carved up, these measures seemed too temporary. In 1894, France declared the area French Somaliland, an answer to British Somaliland, which occupied a competing slice of coastline to the east.

More than a century later, in 2017, China established a base for antipiracy, peacekeeping, and relief operations. Over a million Chinese citizens live in Africa, according to Chinese state media, although the real number could be higher.13 China has also sent troops to South Sudan for UN peacekeeping operations. Counterintuitively, the presence of foreign militaries in Djibouti was a major selling point for Beijing. After all, how could they criticize China for joining them? But proximity has also created challenges, as Chinese troops learn how to operate in a foreign country.

China’s highest-grossing film, Wolf Warrior 2, is a window, or perhaps a fun-house mirror, into nationalist views of Africa and foreign competition. Playing up stereotypes, the plot focuses on a rescue mission in a war-torn and disease-ridden African country. The film’s hero, a retired elite Chinese soldier named Leng Feng, kicks and shoots his way through hundreds of enemies, Rambo style. Leng is also a man of the people. At one point, standing outside a Chinese embassy, he disarms an African militia simply by reminding them, “China and Africa are friends.”

The film builds toward a fight between its hero, Leng, and its villain, Big Daddy, an American mercenary played by Frank Grillo. “People like you will always be inferior to people like me. Get used to it,” Big Daddy tells Leng with a knife at his throat. But Leng gains the upper hand at the last moment, kills Big Daddy, and gets the last word. “That’s fucking history,” Leng says. Before the credits roll, the film delivers a message: “To citizens of China: When you find yourself in danger in a foreign country, never give up hope. China’s strength will always support you.”

Wolf Warrior 2 is not playing out on Djibouti’s streets, but Chinese forces have been aggressive. U.S. officials have accused China of attempting to gain access to Camp Lemonnier, using drones to interfere with U.S. aircraft, and using military-grade lasers from their base to distract U.S. pilots, two of whom sustained eye injuries.14 The Soviet Union was accused of similar tactics during the Cold War.15 Officially, China’s base housed 250 troops in 2018, but its footprint, including extensive underground facilities, could easily accommodate greater numbers.16

Local fishermen have learned to keep their distance. “Last month, a drone flew above our boat, and its speakers said in Somali, ‘Go away, Go away, Go away,’ ” one told me. A Chinese patrol boat had recently apprehended his friend and held him until the Djiboutian Coast Guard arrived. The Coast Guard did not bother to question the Chinese. “Our country takes their money, and [the Chinese] do whatever they want,” the fisherman said, his arms extended outward with palms up, hanging helplessly in the air. If the base signals China’s increased assertiveness under Xi, the behavior of its troops suggests inexperience and insecurity.

“It Scared the Death Out of Us”

Chinese officials may believe they have an insurance policy. Djibouti’s debt to China was 70 percent of its GDP in late 2019, and its borrowing has inspired warnings that it could become the “next Hambantota,” a reference to the Sri Lankan port discussed in Chapter 8.17 In Djibouti, the port that worries U.S. officials the most is the Doraleh Container Terminal, a star performer that has already ignited an international legal battle.

During my visit, the terminal was humming with activity, oblivious to the fact that its fate was being debated in courtrooms in London and Hong Kong. In 2006, the Dubai-based DP World, the same group that helps manage the Khorgos Gateway facility discussed in Chapter 3, signed a twenty-five-year concession agreement to develop the container terminal. During that period, the deal also gave DP World exclusive rights to all container-handling facilities in Djibouti. The arrangement worked well initially, establishing one of the most efficient ports in Africa.18

The dispute is captured on a two-mile stretch of Djibouti’s coastline. Sitting between China’s military base and the Doraleh Container Terminal is another port, the Doraleh Multipurpose Port. In 2012, Djibouti struck a deal with China Merchants, a Chinese state-owned enterprise, to develop a multipurpose port and free-trade zone.19 A red pipeline runs from an oil terminal on shore to a dock, and large cranes hang over a second dock. From the water, the facility nearly blends together with China’s base.

DP World objected to this deal, which undercut its exclusivity arrangement. In February 2018, following a protracted dispute, Djibouti unilaterally terminated its contract with DP World. A storm of accusations and litigation ensued, putting Djibouti on the defensive. In April 2019, a London tribunal ordered Djibouti to pay DP World over $500 million for breaching the contract. DP World is also seeking relief from a court in Hong Kong, where China Merchants is listed.20

By demonstrating the container terminal’s value, DP World may have become a victim of its own success. If the Djiboutian government intended to make that success its own, its actions have been self-defeating, alarming current and potential foreign investors. “It scared the death out of us,” one foreign investor with business operations in Djibouti told me.21

Djibouti’s competitive edge as a point of stability will not last forever, and it aspires to become more than the Horn of Africa’s gun rack. Its leaders believe they have a window, perhaps a decade or two, during which Djibouti could turn its current edge over its waterfront neighbors into a longer-lasting advantage. Ethiopia’s rise is the opportunity, while the stabilization of neighboring ports will present new challengers. Like so many other port cities, Djibouti is trying to become the next Hong Kong, Singapore, or Dubai. Lacking natural resources, it has turned to other countries for investment and, increasingly, toward China’s checkbook.

The nightmare scenario for U.S. officials is that China ends up controlling the Doraleh Container Terminal. John Bolton, then U.S. national security advisor, played up the stakes in a December 2018 speech unveiling the Trump administration’s new policy toward Africa: “Should this occur, the balance of power in the Horn of Africa—astride major arteries of maritime trade between Europe, the Middle East, and South Asia—would shift in favor of China. And, our U.S. military personnel at Camp Lemonnier, could face even further challenges in their efforts to protect the American people.”22 Bolton’s warning—that if the port falls into Chinese hands, so will the region—makes even the domino theory seem modest.

To be sure, the port is valuable, much more so than Sri Lanka’s Hambantota. About 90 percent of Ethiopia’s trade passes through Djibouti.23 As a result, its operations impact not only U.S. personnel in Djibouti but also the U.S. embassy in Ethiopia and the U.S. mission to the African Union, both based in Addis Ababa, Ethiopia’s capital. But the United States has other options for shifting its supply chains, including ports at Berbera, Somaliland.24 If Eritrea continues to normalize its foreign relations, its ports at Assab and Massawa may become more viable options in the future as well. Making these adjustments will not be cheap or convenient, but the entire Horn of Africa does not hang in the balance.

Fixating on Djibouti’s ports might miss the bigger prize. The Djiboutian government has invested heavily in positioning Djibouti as an emerging communications hub and would be hard-pressed to part with control of Djibouti Telecom, its state-owned telecommunications company. The company runs Djibouti’s cellular and internet networks as well as two underseas cable landing stations, where eleven international and regional fiber-optic cables converge and more are planned in the future.25 If China has a wish list of strategic assets, telecommunications should be near the top.

The United States is not alone in worrying about China’s intentions. Even despite Ethiopia’s growing loans from China, Ethiopian officials are not eager to allow any foreign power to control the container terminal. Ethiopia has even more leverage than the United States or China. It could threaten to divert trade to Somaliland or Eritrea, and it also has deep ties with the Djiboutian leadership. Djiboutian officials claim that the container terminal is so profitable that they would not hand it over to anyone. Of course, debt can make people, and countries, part with prized possessions. But if the United States wants to keep the port out of Chinese hands, it has international partners with common interests.

But Bolton’s remarks, delivered at a conservative think tank in Washington, DC, whistled past his international audience. “We want something more to show for Americans’ hard-earned taxpayer dollars,” he explained. “Under our new Africa strategy, we will target U.S. funding toward key countries and particular strategic objectives. All U.S. aid on the continent will advance U.S. interests, and help African nations move toward self-reliance.” Bizarrely, Bolton sounded like he was promoting the very approach to aid that U.S. officials have criticized China for pursuing, one that puts the donor’s strategic interests ahead of the recipient’s economic interests. Bolton attacked the recipients of U.S. aid: “From now on, the United States will not tolerate this longstanding pattern of aid without effect, assistance without accountability, and relief without reform.”26 What he offered, however, was a soliloquy without solutions. “America First” does not resonate well in Africa, especially when China is singing a sweeter tune.

“One by One, I Will Teach You”

China is already overshadowing France’s historic ties in Djibouti. In 1917, France completed Djibouti’s first railway, which tied Djibouti’s fate with Ethiopia, and cemented the location of their capitals, Djibouti City and Addis Ababa. The first passenger trains took sixty hours to travel across the route’s thirty-two stations, and freight services took twice as long.27 The railway was disrupted by Italy’s occupation of Ethiopia from 1935 to 1941, during which Italian engineers built a road from Addis Ababa to Assab, a port city on modern-day Eritrea’s coast. Its tracks were damaged during World War II, and the closure of the Suez Canal in 1956 choked activity through the ports.28

Having survived all of that, the railway eventually succumbed to something dull but deadly: routine maintenance. In the 1970s, after Djibouti became independent and Ethiopia’s government was replaced by a military coup, both sides neglected repairs, and the railway began falling apart. The full original line has not functioned since 2004. In Djibouti, the French railway station has been reclaimed by locals, who have moved in and set up ramshackle dwellings. Decrepit trains, emblazoned with silver “Alstom” badges of France’s largest railway manufacturer, sit rusting in the old railway yard.

France also views China’s growing foothold with suspicion. “I wouldn’t want a new generation of international investments to encroach on our historical partners’ sovereignty or weaken their economies,” France’s President Emmanuel Macron said during a visit to Djibouti in March 2019.29 As recently as the mid-1980s, spending by French military personnel and nationals made up a quarter of Djibouti’s GDP.30 Three decades later, France’s foreign direct-investment in Djibouti does not even register in most estimates, and Macron did not announce any new commitments.31 French influence can still be seen on street signs and on restaurant menus, but like the old train station, it no longer glimmers.

Three flags flew above Djibouti’s new train station when it opened in 2018. The project is a joint venture between Djibouti and Ethiopia, the countries it connects, but China’s colors were front and center as well. China provided $3.3 billion in loans, built the railway, and will operate it until 2023.32 The new railway was built to do essentially what the old line did. It carries passengers and freight and mostly runs parallel to the old line. The passenger line is single tracked, so it goes in one direction on odd-numbered days of the month and runs the other way on even-numbered days.

Riding the new train was like watching a chameleon change color. Empty of passengers, it began as a Chinese train with brown walls, red seats, and a dull gray floor. When it was time to board, elderly women wearing brightly colored dresses, shawls, and head wraps jolted into action. Passengers rushed their designated wagon, carrying suitcases and large plastic bags. A Chinese train official, dressed in a black three-piece suit, red tie, and black conductor’s hat, stood at the door to the train, trying to turn the wave into a river. When people began pushing, he extended his arm outward, blocking the entrance. “One by one, I will teach you,” he repeated in English. “One by one, I will teach you.” Boarding a train in China, of course, is rarely orderly.

Inside, Chinese staff asked everyone to place their bags on the overhead racks. An hour into the ride, passengers were reaching for their plastic bags and pulling out large bundles of khat, a plant that provides a strong buzz. Tables between seats facing each other became mini production lines, as people broke the stems off their branches and assembled smaller bundles of green leaves. With each snap, branches were discarded onto the ground. Tables turned green, and the floor turned brown. A hum filled the train as people chewed leaves, talked, and worked on their bundles.

Shortly after opening, the new railway literally ran into trouble. Local herders were filing claims after the train hit their goats, camels, and other livestock. In one incident, fifteen camels were plowed down. The railway company offered payments to the aggrieved herder, but it paid too generously, offering terms that were twice the market price. This incentivized more animal casualties, which was unfortunate but not unexpected.33 A century earlier, France confronted the same challenge. It doled out payments until discovering that herders were grazing their oldest and sickest livestock near the tracks.34

“Nations Must Advance or They Must Fall”

The French railway helped to cement Ethiopia’s capital, Addis Ababa, by forging communications links. The railway’s technicians installed Ethiopia’s first telephone line, between Addis Ababa and Harar, a trading hub to the north, in 1897. A decade later, its first international telegraph line was built from Dire Dawa to Djibouti. More telephone lines began to radiate outward from Addis Ababa into the Ethiopian countryside. By 1930, over 170 towns were part of a telephone network that stretched 4,350 miles.35 Like the Chinese fiber-optic cables that would follow in the twenty-first century, these new connections strengthened the Ethiopian government, which benefited from foreign funding and centralized access to information.

Ethiopia has been more successful than its neighbors in courting great powers while protecting its independence. During the partition of Africa, Ethiopia was the only country to avoid European colonization. Its rugged terrain, containing many of Africa’s tallest mountains, frustrated European attempts to push inward from the coast. Ethiopia’s diplomacy and military were even more decisive. After securing arms shipments from Russia, Ethiopia routed Italy’s invading forces at the Battle of Adwa in 1896. The victory blew a hole in narratives about the inevitability of European rule in Africa.36 Shortly after, Ethiopia’s ruler, King Menelik II, signed treaties with France and Britain, further securing Ethiopia’s independence.

Ethiopia’s Achilles’ heel is access to the sea, which it lost during the partition of Africa and regained when it formed a federation with Eritrea in 1952. But that access was lost again in 1993, when Eritrea became independent, and Ethiopia’s trade has suffered as a result. The labor costs of making a T-shirt in Ethiopia are one-third the costs of China, but after logistics expenses are added, they sell for the same price. With a surplus of inexpensive labor and energy, Ethiopia could become an export powerhouse in the coming decades.37

King Menelik II also looked beyond Europe for inspiration and assistance. “He has heard of Japan, and in his own way is trying to emulate that striking example,” reported Robert Skinner, who led the first U.S. mission to Ethiopia in 1903. “The new railroad, the new highways, the bridges, the telephones—all these things he probably cares very little for in themselves, but he realizes that nations must advance or they must fall.” Skinner believed the United States was outside the great-power fray. “America was the first country to establish diplomatic relations for the avowed purpose of protecting and extending commerce, and without a political issue of any character to discuss,” he wrote. For the European powers, by contrast, “the matter of frontiers, balance of power, and kindred questions, are so far in the foreground that the ultimate commercial ambition is entirely overshadowed.”38

But little U.S. assistance flowed to Ethiopia until the United States was competing with the Soviet Union during the Cold War. Italian forces had built roughly seven thousand kilometers of roads, which Ethiopia struggled to maintain. Galvanized by President Truman’s Point IV program, the United States trained Ethiopian engineers, geographers, and other technical experts and guaranteed loans for rebuilding its roads.39 In return for U.S. economic and political support, Ethiopia allowed the United States to continue using Kagnew Station, a listening post that the U.S. Army had established in Asmara during World War II.40

A rift opened between the United States and Ethiopia in 1974, when a military coup replaced Emperor Haile Selassie and installed the Derg, a military junta that embraced Marxist-Leninism and ruled with an iron first.41 The Soviet Union threw its support from Somalia to Ethiopia, and the United States threw its support from Ethiopia to Somalia. During this period, Ethiopia’s development plans were eclipsed by security priorities. Eritrean rebels demanded independence, and a civil war raged in the north for nearly three decades. While Ethiopia’s citizens starved and the railway to Djibouti deteriorated, the country amassed the largest army in sub-Saharan Africa. In return for military assistance, Ethiopia provided access to its airfield and coastline, allowing Soviet forces to establish a naval facility and listening post.42 These arrangements fell away by 1991, when Ethiopia’s government collapsed.

Ethiopia has enjoyed a special status among China’s partners since 1996, when China’s President Jiang Zemin visited six African countries and delivered a speech at the African Union headquarters in Addis Ababa.43 Jiang, who later encouraged Chinese firms to “go out,” also helped create the Forum on China-Africa Cooperation (FOCAC).44 China hosted the first forum in 2000, and Ethiopia was selected to host the second forum in 2003. While playing host may seem trivial, these forums have become major venues for Chinese investments, which increased from $5 billion at the 2006 forum to $60 billion in 2015 and 2018.45 Countries jockeying for investment shower Beijing with praise. In 2018, the Ghanaian president said the gathering left him “inspired by [China’s] model, and [Ghana is] trying to replicate it.”46

China’s push into Africa has been closely tied to resources. In the early days of Chinese development assistance, Beijing offered African countries “resource-credit swaps,” loans for access to natural resources. As the scholar Deborah Brautigam writes, African countries’ payment methods matched their natural endowments: “Angola would use oil; Congo would use minerals; Senegal, peanut oil; and Ghana, cocoa, to repay their loans.”47

But China’s immediate attraction to Ethiopia has more to do with politics and prestige. Ethiopia does not produce the raw materials that China has sourced from other African countries, but its history makes it a powerful symbol of African independence and pan-Africanism. It also hosts several regional institutions, including the African Union headquarters and the United Nations Economic Commission for Africa.

China’s engagement in Ethiopia may also preview its longer-term ambitions for the continent.48 As the journalist Howard French writes, “When most people think about China’s relationship with Africa they reduce it to a single proposition: securing access to natural resources, of which Africa is the world’s greatest storehouse. . . . But there is a more farsighted motive, one overlooked in almost all the speculation about China’s ambitions in Africa: to cultivate, or perhaps even create, future markets for China’s export-oriented industries, markets that could one day pick up the slack from the aging consumers and debt-ridden economies of the West and of Japan.”49 With the second-largest population in Africa, a strong growth outlook, and improving investment environment, Ethiopia is an increasingly desirable market.50

Chinese officials also see a kindred spirit. As China’s ambassador to Ethiopia, Tan Jian, said, “Both are age-old civilizations. Yet the sad truth is that we are ‘developing countries.’ But we are catching up.”51 Ethiopia traces its history to biblical times, and like China, its rise is also a return to the past. Ethiopia abandoned its experiment with communism, but the state retains a strong hand in its economy.52 Both governments take pride in deviating from Western policy prescriptions. Responding to criticism from the World Bank and IMF, Ethiopia’s Prime Minister Meles Zenawi said in 2011, “the country’s economic performance is being called into question by the two groups because Ethiopia refuses to let outsiders dictate to them what economic policies should be put in place.”53

“A License to Print Money”

Ethiopia’s fierce independence has also created commercial opportunities for China, particularly in its telecommunications sector. Until Prime Minister Abiy Ahmed began privatization efforts in 2019, Ethiopia was among the last countries in the world to maintain a monopoly of its national telecommunications.54

Before Abiy took office, the government had been reluctant to relinquish this power. As Ethiopia’s previous prime minister Hailemariam Desalegn said in 2013, “This sector is a cash cow, and that’s why the private sector wants to get in there, and they’re trying to tell us all kinds of stories . . . to get the license. . . . We want to use that money for infrastructure development.”55 His predecessor, Meles Zenawi, was even more forthcoming, calling telecommunications privatization “a license to print money.”56 Opponents of privatization have argued that the revenue is not only reinvested into the telecommunications sector but also subsidizes roads, railways, and other infrastructure.

Ethiopia’s telecom monopoly was also terribly inefficent.57 Despite large investments into the telecom sector, Ethiopia has one of the lowest telephone penetration rates in Africa, with two out of three citizens lacking cell-phone access in 2017.58 The IMF and other international donors were willing to provide loans, but only if Ethiopia liberalized the sector.

Instead, Ethiopia turned to China for its telecommunications needs. In 2006, it struck a massive deal with China’s ZTE that a World Bank study on corruption calls “highly unusual.”59 In return for $1.5 billion in financing from China Development Bank, Ethiopia granted ZTE an exclusive three-year contract to supply all of Ethiopia telecom’s equipment.60 The award even ignored Ethiopia’s own rulebook for procurement. No competitive bidding process took place, and specifications and price were decided only after the award was announced. ZTE did not try to hide its delight. “This is the world’s only project in which a national telecom network is built by a sole equipment supplier,” Zhang Yanmeng, chief of ZTE’s Ethiopia operations, said in 2009.61

The Ethiopian government, responding to criticism about its dependence on a single company, decided to work with two Chinese companies in 2012. China’s Export-Import Bank provided the second loan, for $1.6 billion, for work by ZTE and Huawei. Over the course of these two loans, the Chinese firms built a 2G network that was later expanded and upgraded to 3G and 4G. They installed six thousand kilometers of fiber-optic cable, helping to increase Ethiopia’s mobile penetration rate from 1 percent in 2006 to 41 percent in 2018.62 The growth was impressive, but Ethiopia’s network remained woefully inefficient, producing revenue that was two and a half times less per subscriber than networks in Kenya and Nigeria.63

Through these deals, Ethiopia’s monopoly effectively became China’s monopoly.64 Chinese firms sell fiber-optic cables and other network equipment, they provide installation and maintenance services, and they market phones and other devices.65 As a result, Ethiopia became dependent not only on Chinese hardware but also on the skills and expertise of Chinese technicians. Huawei trains roughly twelve thousand Africans each year, but two Ethiopian economists have found “extremely limited” evidence of Chinese firms providing meaningful skill or technology transfers.66 An Ethiopian technician summarized the situation: “The system is not ours—it’s Chinese. All the nitty-gritty: they know it, we don’t. So we always need their support.”67

The Ethiopian government was becoming reliant on China, but it had other reasons to feel secure. It not only retained a lucrative revenue source but also enhanced its ability to monitor Ethiopian citizens. Part of ZTE’s package was a system called “ZSmart,” which provided the Ethiopian government with access to customer account details as well as location information and content of text messages. ZTE also provided the ability to intercept emails and chat messages and to monitor web browsing. As Human Rights Watch detailed in 2014, the government faced little judicial or legislative oversight and used these capabilities to block opposition websites, to harass and threaten bloggers, and to cut telephone access during peaceful protests.68

Of course, the Ethiopian government could have looked to Western firms for its surveillance needs.69 But China’s telecommunications footprint has expanded, and overlapped with, its deepening security ties across Africa. As Michael Kovrig, an analyst at the International Crisis Group and former Canadian diplomat, wrote in October 2018, “Security sector cooperation risks transferring methods and technologies from Beijing’s authoritarian playbook, in which the law and its enforcers are instruments of party and state power rather than constraints on it. That might help African states impose order and control, but at the cost of progress on accountable governance and human rights.”70 This was Kovrig’s last publication for the International Crisis Group before Chinese security officers detained him in Beijing.

Kovrig did not mention that China’s partners face another risk: the watchers being watched. In January 2018, the French paper Le Monde reported that the African Union headquarters, located in Addis Ababa, was bugged.71 China provided $200 million to finance the building, which Chinese firms built, including its information technology (IT) system. Every night for five years, data from the building’s servers were transferred to Chinese servers in Shanghai. After the breach was discovered, a sweep of the building reportedly discovered microphones hidden in desks and walls. For spooks, the building is a target-rich environment, hosting twelve thousand to fifteen thousand officials and representatives for meetings every year.72

Huawei was the African Union’s IT services provider and proudly noted on its website, “The AU needed a robust solution to streamline their conference operations and protect their data from a variety of security threats. They chose Huawei’s FusionCloud Desktop Solution, which offers computing, storage sharing, and resource allocation through cloud data centers.”73 Huawei also trained African Union technical experts and signed a partnership to deepen cooperation on information and communications technology infrastructure in 2015.74

Huawei’s critics point to the incident as evidence that its systems cannot be trusted, along with other aspects of the firm’s history. Its founder, Ren Zhengfei, was an engineer in China’s PLA, and the company’s relationships with the Chinese military were important for developing its early capabilities. It benefited from partnerships with military-affiliated research institutes, provided equipment for the PLA’s first national communications network, and hosted military researchers.75 Researchers have also questioned whether Huawei is truly owned by its employees and not the state, while others caution that even if Huawei is not currently cooperating with the Chinese government, it could be compelled to in the future.76

Chinese authorities denied the Le Monde report’s allegations, but more tellingly, so did African officials. In one of the few official statements that hinted at regret, Paul Kagame, Rwanda’s president and chairman of the African Union at the time, admitted, “I would only have wished that in Africa we had got our act together earlier on. We should have been able to build our own building.”77 African Union officials discovered the breach a year before it became public, according to Le Monde. Although they continued to insist that nothing was wrong, the African Union issued a call for new IT equipment. “The African Union’s Data Center is a very critical asset,” it emphasized. “The data stored and systems hosted in this data center need to be protected from any form of internal or external threats and unauthorized access.”78

If African officials debated how to handle the breach in their home capitals, it is possible that China was listening. China has also helped finance, build, or renovate parliament buildings in Zimbabwe, Congo, Malawi, Guinea-Bissau, Lesotho, Gabon, and Sierra Leone—roughly one in every eight African countries.79 In April 2018, less than three months after the Le Monde story, China announced it was providing the Commission of the Economic Community of West African States (ECOWAS), a regional economic union of fifteen West African countries, with $31 million for a new headquarters building in Nigeria.

Government buildings have always been attractive targets for espionage.80 After spending $23 million to build an embassy in the Soviet Union during the 1970s and 1980s, the United States spent more than twice that trying to neutralize listening devices, including some that were so deeply planted that they could not be removed from the building’s structure. A U.S. Senate committee in 1987 called it “the most massive and skillfully executed bugging operation in history.”81 Ultimately, the building was scrapped, and a new one was built that finally opened in 2000. Offering extensive financing tied to its firms, China may be taking this game to a new level.

“As Big Brother Monitors”

China’s financing and flexibility have won its firms access to vastly different markets.82 While Western firms wait for governments like Ethiopia’s to liberalize their economy, Chinese firms work easily with state-owned monopolies. In countries that have liberalized their telecommunications sector, such as Kenya, Chinese firms undercut their competition on cost. Since 2007, Huawei has been building Kenya’s national fiber-optic system, a deal that China helped secure by offering $60 million in financing.83 With state subsidies and generous financing, Huawei routinely undercuts its Western competitors by offering discounts of 20–30 percent, according to an unpublished study by a European government.84

On top of these cost advantages, Chinese firms have excelled at connecting remote places. In Kenya and Ghana, Huawei has installed low-cost solar-powered units, called RuralStar, that bring mobile access to small communities with little existing infrastructure.85 Customer service also helped build market share. “We brought a Chinese attitude to both work ethic and relationship building in Africa. The result was that clients soon realized they could rely on Huawei 24 hours a day, seven days a week,” a former head of Huawei’s operations in Africa recounts.86 Ren Zhengfei claims to use military strategy to inform Huawei’s business operations, especially Mao’s focus on seizing the countryside before encircling and conquering cities.87 One of Mao’s ten principles of guerrilla warfare is, “Take small and medium cities and extensive rural areas first; take big cities later.”88

“First the countryside, then the smart cities” might be Huawei’s new mantra. In Nairobi, Huawei has installed eighteen hundred surveillance cameras that feed into central command centers for the local police. The system includes facial- and movement-recognition analysis and allows police officers to do real-time surveillance and browse recordings.89 Huawei has installed similar systems in Mombasa, and it has highlighted these cases as examples of its “Safe City” technology, a suite of products advertised as reducing crime in urban environments. The smart-city market is projected to grow to nearly $3.5 trillion by 2026 as cities grow and acquire new technologies.90 Smart cities, of course, are surveillance cities. It just depends on who is watching.

Huawei’s promotional materials can seem oblivious to concerns about technology eroding civil liberties. One video opens like an espionage thriller, using satellite photos to zoom into Nairobi from above. Then footage shows cameras installed in public places. “For some time now, Kenyans have been thinking that these CCTV cameras installed both in Nairobi and Mombasa counties are inactive,” a voice says. “However, this is far from the truth. Unbeknown to Kenyans, security agencies have already activated the new Safaricom security system.” The video claims that crime has been dramatically reduced and that police officers do not need to travel as far. “As big brother monitors, they aren’t going miles away,” it says.91

Huawei’s drive has occasionally put it at odds with its Chinese competitors, shattering the myth that Beijing carefully coordinates every move of China’s largest companies. After the Kenyan government gave ZTE an award for a national surveillance and police communications system in 2012, it was Huawei that pushed for a review. The Kenyan government subsequently found that ZTE’s prices were inflated to roughly twice the market cost. “It does not require rocket science in view of the evidence before the Board to establish that [ZTE’s] financial proposal was highly exaggerated,” the government explained.92 ZTE’s loss was Huawei’s gain.

After the Westgate shopping mall attacks in 2013, the Kenyan government pushed through a similar contract for surveillance and communication equipment, justifying it as a national emergency. It required that the contractor be a national telecom operator, essentially giving the award to Safaricom, which then subcontracted the work to Huawei. Safaricom’s deal with Huawei has also come under fire, with allegations raised that the companies followed improper procurement procedures and committed bribery.93 Meanwhile, Huawei is building Kenya’s national government cloud infrastructure, where government data, applications, and communications will be stored.94

“Where It Is Going to Nobody Knows”

In financial terms, Kenya’s biggest and riskiest undertaking with China is its $3.3 billion standard-gauge railway, or SGR, its most expensive project since independence. Before the project was approved, international experts urged the Kenyan government to upgrade the existing meter-gauge railway, which had decayed after years of neglect and could be fixed at one-fifteenth the cost of laying a new railway. “There is no economic or financial case for standard gauge,” a World Bank note concluded in 2013.95

But politics created the SGR. When President Uhuru Kenyatta took office in 2013, he promised that building the SGR would “greatly enhance [Kenya’s] competitiveness.”96 China Export-Import Bank provided two loans totaling $3.2 billion in financing, over fifteen and twenty years, despite most railways taking longer to become profitable.97 China Road and Bridge Corporation won the contract for building the railway despite a relatively thin track record outside China. The company is a subsidiary of CCCC, the same parent company that landed contracts for Malaysia’s East Coast Rail Link and Sri Lanka’s Hambantota Port after being blacklisted from the World Bank for fraud. Despite these red flags, no independent analysis of the railway’s cost appears to have been undertaken.

Impressively, the project was completed ahead of time, unlike most megaprojects globally. Environmental groups, which objected to the line cutting through Tsavo National Park, failed to stop it. Some design changes were made, such as elevating tracks in some areas, in response to their concerns. The decision to build a new line rather than use the existing railway also created disputes over land ownership, which is poorly documented in some areas of Kenya. Plenty of court cases remained unsettled, but the railway was completed and opened to the public on June 1, 2017.

Kenyatta’s reelection was just three weeks away, and the SGR’s opening ceremony was tailor-made for his campaign. Kenyatta boarded the train in Mombasa and stopped in seven counties along the way to Nairobi, pausing to address Kenyans at each stop. “Change is here,” he declared during the day-long event. “For over a century, Africans who gave birth to, and sustained a Pan-African dream of unity, have sought the free movement of African people and their goods.”98 The railway was opened to the public on Madaraka Day, a holiday celebrating Kenya’s self-rule, and was even named the Madaraka Express.

It was not the time to worry about whether Kenya’s debt could jeopardize its independence. Chinese officials were on board as well, but they understood that Kenyatta needed the spotlight. During the ceremony, Kenyan female drivers even appeared to take the train’s controls, reaffirming the railway as a symbol of progress. But when the cameras left, Chinese workers were back at the helm. “We just sit at the back and watch. There is no actual transfer of skills that is happening here,” an assistant locomotive driver said in July 2018.99

When I visited in April 2019, the atmosphere near the tracks felt like boarding a plane. Kenyan stewardesses, wearing red jackets, red hats, and black dresses, smiled and struck a pose next to the doors, cupping their hands with elbows outward. Male conductors, wearing dark-blue suits and hats, could have been mistaken for pilots. Dressed in simple white shirts, two Chinese supervisors milled about.

Chinese state media have publicized railway training efforts in Kenya, but the propaganda is also laced with paternalism. One article, for example, described a Chinese “station master” who “spends the bulk of his working hours monitoring the arrival and departure of the Mombasa-Nairobi train service while prodding Kenyan colleagues to be up to task.”100 Chinese staff will manage the railway until 2023.101

The SGR’s dependency on an outside power recalls the British railway it replaced. The British railway was a characteristically imperial adventure, motivated by a mishmash of geopolitics, commercial interests, and missionary zeal. Britain wanted to protect its control of the Suez Canal by expanding its claims near the source of the Nile River, which flows northward from present-day South Sudan. “Whatever Power holds the Upper Nile Valley must, by mere force of its geographical situation, dominate Egypt,” the British consul in Egypt warned in 1889.102 Steam and steel would carry raw materials from the Great Lakes region to the coastline and “modernity” to East Africa by demonstrating the appeal of superior technology and eventually settling more British citizens.

When Britain began building the railway in 1896, it was woefully underprepared. The rush to claim and map land in political terms far outpaced the mapping of its physical features. Political maps can be works of social engineering, none more so than those drawn by outside powers in Africa, but they are shallow compared to what is required for technical engineering. When Britain decided to build a railway from Mombasa to the shore of Lake Victoria in Uganda, relatively little was known about the challenge that lay ahead. Citing these concerns, Henry Laboucher, a British parliamentarian and writer, panned the proposal and one of its advocates with a poem:

What it will cost no words can express;

What is its object no brain can suppose;

Where it will start from no one can guess;

Where it is going to nobody knows;

What is the use of it none can conjecture;

What it will carry there’s none can define;

And in spite of George Curzon’s superior lecture,

It clearly is naught but a lunatic line.”103

At first glance, the new railway appears more futuristic than lunatic. Nairobi’s new station is a gray metallic structure that looks like it was teleported from another country, if not another galaxy. It stands out amid the brown brush and red soil outside the city, like a giant computer component that could be plugged into a colossal motherboard. Large red letters above the station—“NAIROBI TERMINUS”—announce that it is an origin and destination. No train service leads into the city center, requiring passengers to trek to and from the station.

The Mombasa terminal is similarly inconvenient and outsized, including a massive control tower that looks like it was stolen from an airport. After arriving, passengers heading into the city must pay for a taxi or bus that moves from the station’s new off-ramps onto crumbling roads choked with gridlock traffic and clouds of dirt.

Inside both stations, touch-screen machines dispense tickets, and turnstiles with ticket scanners provide access to the trains. On a Saturday morning in Nairobi, a large electronic board signaled that there were about thirty first-class tickets and four hundred second-class tickets still available half an hour before departure. Passengers can book their tickets in advance online and pay from their phones with M-Pesa, Kenya’s mobile payment system that has become an inspirational example of how local innovation can catapult African economies ahead of developed economies. When M-Pesa was launched in 2007, nearly three out of four Kenyans lacked access to formal financial services. A decade later, the ratio was reversed, with three out of four having access.104

M-Pesa also reflects Kenya’s shift toward China. A U.S. company, IBM, ran the system’s original servers, which were based in Germany. As demand increased, Safaricom decided to move the servers to Kenya, expanded them, and made Huawei its technical partner. Huawei not only provided the servers but also helped to design the M-Pesa platform, an app that was installed on twenty-one million phones as of 2019.105 In 2018, the equivalent of over 90 percent of Kenya’s GDP went through M-Pesa and, by design, through Huawei’s servers.106

The SGR’s embrace of new tools should have resulted in productivity gains, but whether out of cautious planning or pressure to create jobs, the Nairobi station did not appear to have reaped those rewards. Attendants and police are stationed throughout the building, in numbers that suggest they are ready, like the cavernous building itself, for much-larger crowds. In 2018, Kenyan authorities discovered that China Road and Bridge Corporation employees were siphoning ticket revenue from the railway. Seven employees, including three senior Chinese employees, were arrested in connection with the scandal.

The SGR has big challenges to overcome, but that is not stopping both sides from using it as a symbol of closer ties. Kenyan and Chinese flags sit side by side above the doors in the first-class wagons. The side of the train, painted white with orange stripes, carries a lofty and unproven slogan: “connecting nations, prospering people.” The SGR was intended to link Kenya with Rwanda and Uganda, a route that was projected to be responsible for over a third of the railway’s traffic, but those connections have not materialized.107

The SGR’s commercial future hinges on freight traffic, which is growing but not nearly fast enough. To increase freight activity, the Kenyan government mandated that container cargo arriving at the Port of Mombasa be transported to the Nairobi terminus, effectively requiring shippers to use the SGR.108 The requirement dealt a heavy blow to the trucking industry that previously carried that cargo, and while the SGR’s freight activities are increasing, it would need to move four to eleven times its 2018 levels to become profitable.109 In the meantime, the clock is ticking on Kenya’s payments for the railway, which begin in 2023.110

In December 2018, a leaked report from Kenya’s auditor general warned that China could take control of the Port of Mombasa if Kenya defaulted on its loans.111 The auditor general refused to confirm its authenticity, and President Kenyatta called it “pure propaganda.”112 Warnings about China’s “debt-trap diplomacy” and Mombasa becoming the next Hambantota are politically potent but somewhat misleading. Because the “trap” for taking control of the port is being laid by a separate project, the railway, the comparison assumes that Beijing has an even greater degree of centralized control and strategic motivation than it did in Sri Lanka.

The stakes are even higher. Unlike Hambantota, Mombasa is an established regional hub, with an estimated 80 percent of East Africa’s trade flowing through it.113 It can more easily attract outside investment and does not need to rely on Chinese support alone. Indeed, just feet away from the new SGR railway connection into the Port of Mombasa is a terminal that Japan financed, a reminder that even competing visions for connectivity can overlap in complementary ways. The presence of other international investors in Mombasa also means the stakes are higher. Taking over Mombasa would be like taking over Sri Lanka’s thriving Port of Colombo.

The Coming Collision

In the meantime, China is already building Kenya’s next major port. Kenya’s national development plan, Vision 2030, includes a $25 billion series of projects intended to connect South Sudan and Ethiopia with Kenya’s coast, called the Lamu Port–South Sudan–Ethiopia Transport Corridor, or LAPSSET Corridor, for short. Among those projects is a new thirty-two-berth port that China Communications Construction Company (CCCC) is building. Under these plans, Lamu will have eight times Mombasa’s capacity.114

Lamu brings China’s engagement with Africa full circle. Zheng He, the Chinese Ming dynasty explorer, is believed to have landed there, as well as at Mombasa, with his fleet during the fifteenth century.115 As Chinese officials are fond of reminding their Kenyan counterparts, their relations predated the Portuguese, and unlike the Portuguese, they claim to have arrived offering gifts rather than firing guns—an appealing message, even if embellished. But He’s visit was temporary, and the bar for establishing an enduring presence has always been higher and much messier.

When I visited Manda Bay, in Lamu, a massive dredging machine, the Tian Jing Hao, was pumping sand onto the shore. Stretching over four hundred feet and built at a cost of $130 million, it can extract enough sand every hour to nearly fill two Olympic swimming pools.116 It was Asia’s largest dredging machine until 2018, and before it arrived in Lamu, China used it extensively to build artificial islands in the South China Sea. Dredging is one of the many concerns about Lamu Port raised by Kenyan activists, who claim that the activity is damaging the environment and livelihoods of local fishermen.117

As our boat weaved between newly installed piers, Kenyan workers in blue jackets, orange life vests, and yellow hard hats walked the partially finished dock closer to shore. “They have shifts going 24/7,” a local fisherman explained. Underneath one section of the dock, and out of the hot sun, two security guards were taking a break on a small floating platform. On the way back to town, a speed boat raced by with piles of large brown sacks and three armed men. They were taking khat, grown in the Kenyan highlands, to sell in Somalia, just one hundred kilometers up the coast.

Lamu’s proximity to Somalia is why it also hosts a U.S. military facility, which is located just miles from the new port. The facility, Camp Simba, is used for training East African security forces as well as supporting drone strikes and other counterterrorism missions into Somalia and Yemen. Since the base was established in 2004, it has expanded to become one of the largest U.S. facilities in Africa. The facility includes a long runway, expanded over the years, that can accommodate C-130s and other large aircraft.118

In January 2020, Somalia’s al-Shabaab militant group attacked the facility, killing three Americans and destroying several aircraft and military vehicles before being repelled. After the attack, CCCC temporarily suspended construction at the port. Workers were asking for hazard pay, and CCCC was asking the Kenyan government for security guarantees.119 This reality flips the Wolf Warrior 2 script: rather than rescuing their African hosts from harm’s way, the Chinese were looking to them for help and, indirectly, to the U.S. forces that support them.

Help may take longer to arrive in the future. When fully operational, the port may not be able to operate efficiently unless Camp Simba is relocated. Port cranes will compromise the flight path of the runway, according to a 2011 study prepared for the Kenyan government.120 If Camp Simba remains, the study concluded, the port would need to be broken into two parts, one on either side of the military facility. That would be a losing proposition for everyone, compromising Camp Simba’s security and making the port and inland transport inefficient.

These tensions at Lamu and Djibouti are likely to play out elsewhere around the world and especially in the Indian Ocean. U.S. security forces and Chinese state-owned enterprises are not simply operating in closer proximity but, increasingly, competing for strategic space. For their hosts, this contest is not zero-sum. But geography is finite, and there is only so much coastline and even fewer stretches of it that balance access to the ocean with proximity to other priorities. No country wants to choose between the world’s leading military power and its rising economic power. But as their competition for access intensifies, so does the risk of collision.
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CHAPTER TEN

Refining the Blueprint

XI LOOKED OUT FROM the podium and into the cavernous, red-carpeted hall. Below him, nearly forty heads of state sat in high-backed chairs in a long single line. Behind them stretched rows and rows of representatives hailing from 150 countries. They applauded as orchestra music came to a crescendo, cymbals ringing out. They clapped for him. The world clapped for him.

But as Xi prepared to address the second Belt and Road Forum in April 2019, he knew that not all was well. Australia, Canada, India, and the United States did not send high-level delegates. More conspicuously, missing among his friends in the front row was Recep Tayyip Erdogan, the Turkish president. At the first Belt and Road Forum, Erdogan had said, “This initiative, particularly in the face of the rising terrorism in the world, will be an initiative that will virtually eradicate terrorism. We, as Turkey, are ready to give all kinds of support for it.”1 Two years later, he may have been having all kinds of regret. Officially, Erdogan’s absence at the second forum was unexplained, but China’s detention of one to two million ethnic Uighurs, Kazakhs, and other minorities was becoming harder to ignore.2

If seats were Xi’s scorecard, however, he was still winning. Even more of the world’s most powerful people had assembled in Beijing. Despite China’s mass internment of Muslims, leaders from Egypt, Saudi Arabia, and the United Arab Emirates made the trek.3 Plenty of old friends remained faithful. Vladimir Putin was ready to take the podium next and would pitch his “Greater Eurasian Partnership,” trying to stitch a frayed idea onto China’s coattails. António Guterres, secretary general of the United Nations, spoke next. He failed to mention the two million missing people.

There were new faces, too. Italy’s Prime Minister Giuseppe Conte and Switzerland’s President Ueli Maurer wore wide grins in official photographs with Xi. A few weeks earlier, Italy and Switzerland became the first major European economies to sign BRI MOUs. Neither document was legally binding, but the approval of European governments carried symbolic value. Eager for British firms to finance projects and provide advisory services along the BRI, Phillip Hammond, head of the British Treasury, took the stage and gushed about a “Golden Era” of UK-China relations.4

Even leaders who shook their fists at the BRI while campaigning for office now took the stage to applaud it. “BRI marks a new and distinct phase in the onward march of nations of the world along the path of globalization,” Pakistan’s Prime Minister Imran Khan declared. “Pakistan is proud to have partnered and pioneered with China in this transformational endeavor.”5 Malaysia’s Prime Minister Mahathir Mohamad pledged, “I am fully in support of the Belt and Road initiative. I am sure my country, Malaysia, will benefit from the project.”6

Their praise did not come free. Less than two weeks before the forum, China and Malaysia announced a new deal for the East Coast Rail Link. The cost was cut by a third, but the loan terms were not yet finalized.7 One month before the forum, Pakistan announced it received a $2.1 billion loan from China to help alleviate its balance-of-payments crisis.8 Along with endorsing Xi’s vision, his former critics also came with ideas for improving it. To green the effort, Khan called for planting one hundred billion trees in two years. To supercharge east-west trade, Mahathir called again for building bigger trains.

Naturally, Xi agreed that the world needed more, not less, of the BRI. Cooperation, he emphasized, was the key. “Going ahead, we should focus on priorities and project execution, . . . just like an architect refining the blueprint, and jointly promote high-quality Belt and Road cooperation.” He called for “multilateral cooperation.” He called for “open, green, and clean cooperation.” He called for “high standard cooperation.” He called for everything that the BRI was not.9

Xi was doing his best to repair the Belt and Road brand, and these buzzwords were echoed in a mountain of announcements at the gathering. Among the “multilateral” accomplishments, Chinese officials noted the Network of Silk Road Arts Festivals, the Silk Road International League of Theatres, and the International Alliance of Museums of the Silk Road. To burnish their anticorruption and environmental credentials, they unveiled the Beijing Initiative for the Clean Silk Road and the Green Development International Alliance. Altogether, nearly three hundred deliverables were announced, as well as deals totaling some $64 billion.

It was savvy political theater, but each new effort further complicated a set of activities that was already unmanageable. Even an official BRI advisory group, composed mainly of former heads of state and other international officials, observed, “unlike many international platforms for economic cooperation, the [Belt and Road Forum] currently has neither a centralized coordinating mechanism . . . nor a clear set of underpinning work streams.”10 Beneath the diplomatic couching, the point was brutally honest. What happened between the forums, of course, was the BRI itself.

All Aboard

Even as Xi’s vision gained support in foreign capitals, it was being skewed on the ground. “Thanks to the joint efforts of all of us involved in this initiative, a general connectivity framework consisting of six corridors, six connectivity routes and multiple countries and ports has been put in place,” Xi said.11 Corridors are economically valuable when transportation infrastructure connects cities and industrial hubs, helping facilitate the flow of people and goods.12 In the BRI’s case, there is also advertising value because the corridors lend credibility and a semblance of structure to an otherwise amorphous undertaking. The only problem is that they remain more myth than reality.

As China is learning, international corridors are as easy to imagine as they are difficult to implement. With the exception of the China-Pakistan Economic Corridor (CPEC), Xi’s corridors remained mostly broad brushstrokes on an aspirational map. Unlike the corridors managed by the Asian Development Bank and other multilateral banks, the BRI’s corridors were not defined below the national level to include specific cities and roadways. Around the BRI’s five-year anniversary in 2018, as much Chinese-financed project activity was happening outside the corridors as inside them.13 Either Chinese officials were not following these priorities, or they were struggling to bring them about.

Having never provided a detailed blueprint, Xi’s initiative became a Rorschach blot. Everywhere, inside and outside China, interest groups have gazed upon it and seen different things. What they see often reveals more about themselves than anything else. Naturally, most interpret the BRI to suit their own interests.

China’s massive state-owned enterprises grabbed the BRI banner but have not marched lockstep to Beijing’s tune. Outside China, they often have more influence on the ground than Chinese officials. They have deeper local connections, more technical expertise, and more staff in recipient countries. They lobby local politicians and Chinese ministries to propose and approve projects. They bid on projects even when the Chinese embassy instructs them not to. Pushing back can be risky for Chinese officials who aspire to climb higher up the party ladder. The heads of China’s biggest national champions are vice ministers, an administrative rank that few active Chinese ambassadors achieve.14 With savvy and standing, they exploit fissures among Chinese ministries.

China’s own government is far from united on the BRI’s priorities, and its aid process is fragmented.15 Among the main agencies, the Ministry of Commerce usually wields the most power and places a higher priority on profitability, resource extraction, and other economic considerations. The Chinese Ministry of Foreign Affairs is often the second most influential and more inclined to view projects as political tools to strengthen bilateral ties. The Ministry of Finance is charged with evaluating lending risks. China’s largest lenders, China Development Bank and China Export-Import Bank, are dedicated to promoting exports and strengthening China’s national champions. The PLA and other parts of the party-state bureaucracy have their own interests, as does every province. Rarely do projects check all these boxes. In the BRI’s initial years, the universe of projects has been wide enough to give something to everyone. Competition among these perspectives will intensify if the pipeline shrinks.

Since the BRI left the station, it has become a gravy train without a conductor or adequate crew. The National Development and Reform Commission was initially tasked with coordinating the BRI. Its performance is self-evident. The Ministry of Commerce’s Department of Foreign Aid, or DFA, has roughly seventy staff to oversee all aid.16 To improve coordination, Chinese ministries and provinces have created working groups.17 It is unclear whether these efforts are improving project outcomes or simply another reflection of political incentives for visibly supporting Xi’s vision. None of these entities have adequate staff and expertise, particularly outside China, for managing the project of the century.

In 2018, China announced a new aid organization, the China International Development Cooperation Agency (CIDCA), that is unlikely to resolve these challenges.18 It is intended to play a greater role in planning and oversight but sits uncomfortably in the shadow of more powerful agencies. The Ministry of Commerce’s DFA makes up two-thirds of the new agency. The Ministries of Commerce and Foreign Affairs still control project implementation. When things go wrong, CIDCA could struggle to challenge either of them, since it is a more junior agency. More effective oversight would be costly, politically and financially. It would require shifting power away from those who currently hold it. It would also require raising a small army of management staff and technical advisers and deploying them across the world.

Recipient countries have their own priorities. Their participation should not be confused with consenting to Xi’s version of the BRI. They face risks, of course, especially when China’s offer is the only one on the table. Even those with forward-looking development plans can fall victim to politicians’ universal impulses to build projects for personal gain. But China’s checkbook is not the barrel of a gun, and every project is a negotiation. With greater technical capacity, planning, and oversight, recipient countries can incorporate responsible amounts of Chinese investment into their overall development plans while safeguarding their independence. More than anyone else, they hold the future of Xi’s signature effort in their hands.

The Connectivity Conundrum

Of the BRI’s six corridors, CPEC is the exception that proves the rule. Despite being called a corridor, its connectivity is weak, as Chapter 8 explained, and transportation is entirely cut off for several winter months each year. It is also the only corridor of the six that involves China and a single country. The others include as many as seven countries, making coordination even more difficult. Held up as the BRI’s flagship corridor, CPEC showcases the limits of Chinese power.

The Chinese side of CPEC, which is rarely discussed, reveals what is perhaps the BRI’s biggest contradiction. There is a fundamental tension between the connectivity that China says it seeks through the BRI and the control it is unwilling to give up. Even as China claims to be championing globalization and broadening ties, it is clamping down in areas that BRI routes are intended to pass through, potentially crippling its own projects.19

China’s connectivity conundrum was painfully evident when I visited Kashgar, a historic city in southwestern China. Marco Polo once described it as “the biggest city, and the most splendid” in Turkestan.20 It is now ground zero for Beijing’s repression of ethnic minorities. Police stations, with lights flashing as if to convince the public of a constant state of emergency, were as common as Starbucks are in New York City. Cameras were everywhere. The Id Kah Mosque, the largest in China, seemed designed to catalogue those who are practicing Islam rather than to provide them a space to worship in peace. It can accommodate 20,000 people but was deserted.

Beijing has been ramping up security measures since July 2009, when ethnic riots in Urumqi, the capital of Xinjiang, resulted in at least two hundred deaths. The aftermath of the riots saw the internet cut off in the region for over a year. Thousands of police stations were built, and police recruitment has risen dramatically. By 2017, Xinjiang’s police force was more than five times the size it had been a decade earlier, and the province’s spending on surveillance technology skyrocketed to $3.5 billion.21 That year, Xi called for building a “Great Wall of Iron” around the province.22 While promoting a vision for connecting the world, Xi was raising a fortress at home.

Leaving Kashgar, I drove six hours to Tashkurgan, the last major town before China’s border with Pakistan and a stop along ancient trading routes. It is perched at more than ten thousand feet in the Pamirs, a range where the Himalayas, Tian Shan, and other mountains meet. The places between these mountains are distinct worlds, connected only by a thread of pavement. The monotony of the dunes and desert was broken by switchbacks and long climbs. When the road levels, verdant pasture stretches to the horizon. Roaming freely, shaggy-haired yaks drank from a glacial blue river. Weighing over one thousand pounds, these beasts are so well adapted that Chinese security forces still use them to patrol the area’s rugged terrain.

The beauty of the great open spaces outside Tashkurgan collides with a harsher reality inside it. The city felt like a remote outpost preparing for a siege that will never come. An armored vehicle cruised slowly along a main street. Walls, gates, and barbed wire surrounded hulking government buildings and a handful of hotels. Security guards sat inside buildings, halfheartedly patting down visitors after they passed through metal detectors. Shields, batons, and other riot gear were stashed near entrances.

Within this security bubble, commerce was sluggish and mostly local. There was no sign of activity at the Khunjerab Port, which aspires to become a logistics hub and is named after the three-mile-high mountain pass that links China and Pakistan. Economic activity ebbs and flows according to the seasons, holidays, and other factors, but Tashkurgan was undoubtedly sleepy.

One sector was thriving. Stern and oversized, local police and security buildings looked like foreign embassies. Spending on security-related construction in Xinjiang tripled in 2017, inflating the region’s official growth rate.23 The police themselves were busy at the local gas station, where a long line of cars and trucks were waiting for their approval to refuel. Words and handshakes allowed some vehicles to cut the line. The police seemed to be not only providing order but profiting from the demand to get in.

Dangerously, Xinjiang’s GDP figures do not measure what matters. China’s security-industrial complex artificially boosts growth while destroying value. It overbuilds, enlarging the scope of projects and delivering others that serve little purpose. But even worse are the projects that are used. After all, what is their purpose? Physical capital is erasing human capital. China does all of this in the name of security and growth. It may end up with less of both.

In addition to the monumental human cost of this security crackdown, domination of daily life by security forces stands in the way of greater economic activity. Intrusive security personnel and ubiquitous checkpoints make it difficult to send and receive packages. Local laws require citizens to participate in “antiterror” drills as often as three times a day, weekly flag-raising ceremonies, impromptu identification and appearance inspections (beards and hijabs are prohibited), and other intrusions that distract from running a business. The BRI is designed to enable trade, but Beijing’s paranoia constrains commerce at every turn.

This is not a flaw limited to Xinjiang but one that runs to the very core of Xi’s vision. He promises that the BRI will increase international financial flows, but its capital controls stand in the way. Hardest to reconcile may be Xi’s promise to speed the flow of information and ideas. As he said at the first Belt and Road Forum, “The ancient silk routes were not for trade only, they boosted flow of knowledge as well.”24 But Chinese censorship and cybersecurity laws have become more intrusive. China is also offering to help other countries learn from its “Great Firewall”—in effect sharing knowledge to limit knowledge sharing.

Of course, greater connectivity of all kinds brings disruption as well as benefits. China’s leaders, valuing their continued rule above all else, may have a high tolerance for forgoing economic gains from connectivity in the name of political stability. They would do well to recall, however, that the very “Silk Road” images they promote represent an improvement in connectivity: camels, caravans, and merchants. If the BRI’s most powerful images are symbols of stasis—police checkpoints, long lines of trucks, and barbed wire—there will not be much to remember.

All empires have grappled with the challenge of balancing connectivity while maintaining control, and they have responded to it in different ways, from direct means such as colonies to indirect means such as proxies and treaty ports. Strikingly, China faces these challenges not merely in distant lands, and in its immediate neighborhood, but also at home.

Incremental Imperialism

China’s BRI is clearest when measured against the imperial projects that came before it. It is a product of China’s rise as well as a tool for exercising and increasing its power. Many of China’s activities—seeking access to markets, cultivating influence in foreign capitals, and expanding its military footprint—are classic rising-power behaviors. There are historical parallels with the technology that China is using, the places it is going, and its advantages over weaker partners. Acknowledging that these activities are not entirely unique, however, does not mean writing them off as harmless. On the contrary, these imperial echoes should urge caution.

The longer China’s rise continues, the more likely its overseas activities will take on a sharper military edge. Even more than providing a means for expanding Chinese military activities, the BRI provides a motive by placing Chinese workers and investments in dangerous environments. In the absence of adequate security, China could assume a greater role in protecting its workers and investments, if partner countries allow it. China’s first official military base on foreign soil, in Djibouti, will not be its last. From ancient Rome to the Mongol Empire to the British Empire, trade has never traveled far, for long, without the flag.

“Imperialism” is so loaded, so heavy a term, that it can be distracting. It may be easier to think objectively about China’s BRI purely in terms of power without the historical baggage. There have been different forms of imperialism, of course, and there is a rich debate about defining it.25 The Oxford English Dictionary, which appropriately was created during imperial Britain’s reign, offers one definition of “imperialism” that feels timeless: “the extension and maintenance of a country’s power or influence through trade, diplomacy, military or cultural dominance, etc.”26 That “etc.” demands more attention from scholars, particularly how new technologies provide avenues of influence, but China is, quite obviously, extending its power and influence through these means. The BRI’s ambitions are imperial, even if they may not succeed.

Equally important is understanding how Chinese power and influence, extended through the BRI, are different. As Howard French observes when considering China’s activities in Africa, “What one must grant is that every imperial project throughout history is distinctive.”27 Even more than its predecessors, China’s imperialism is economic and incremental. This stems from China’s capabilities as well as the constraints that it faces. The BRI is tailored to deploy China’s comparative advantages, especially its massive state-owned firms. The world’s needs for infrastructure and investment are insatiable, but China faces a much higher bar in its pursuit of influence beyond its borders.

Compared to the European powers that partitioned Africa, China’s actions are more constrained by international norms. International law has developed, particularly after World War II, to protect the sovereignty of states and the rights of individuals. Taking territory by force, a preferred method of great powers past, is prohibited. These laws can be ignored, of course, as Russia seems to remind the world every few years, but doing so comes with a steeper cost. Instead, China relies on means short of force to advance its aims. It can co-opt, coerce, and gradually undermine the status quo, one artificial island at a time. But for the most part, foreign leaders must choose to participate in China’s activities.

Unlike Truman’s Point IV program, the BRI is often found wanting because it is measured against well-developed multilateral standards. When U.S. companies built massive dams in Pakistan during the 1960s that displaced large populations, environmental- and social-impact studies were comparatively underdeveloped. Corruption was treated more as a cost of doing business. Modern safeguards at the World Bank and other multilateral development banks may have become too cautious, overly expensive, and slow. But they also reflect an attempt to learn, perhaps overlearning, from decades of mistakes.28 When China ignores international best practices, its errors look worse.

The world is watching even more closely. Imagine the British building a railway from Mombasa to Nairobi under the glare of cell-phone cameras and social media. Labor abuses, while still underreported, are easier to document with mobile communications. Satellite imagery, once accessible only to a handful of governments, is widely available to the public at low cost. Environmental groups can monitor changes in land from their desks. Journalists benefit from all these tools and larger document leaks. In the coming years, more efforts will throw light onto China’s opaque practices.

Compared to Japan’s infrastructure push in the 1980s, Chinese leaders are more insulated from internal and external pressure. Recent corruption scandals in Malaysia, unlike Japan’s missteps in the Philippines during the 1980s, have generated comparatively little public outcry within China. Chinese state media are dedicated to amplifying BRI success stories and countering negative publicity. Publicly and privately, the United States pressed Japan to improve its foreign-aid practices, helping to strengthen reformers within the Japanese government.29 China does not have a partner to provide that pressure, and its relations with the United States are only deteriorating.

Japan’s experience suggests that Xi’s assurances will not persuade Western skeptics. The fear that Japan inspired in the United States, a fellow democracy and ally, only subsided after Japan’s economy tanked. At the peak of U.S. anxiety, some experts foresaw a coming war with Japan.30 Their alarm blinded them to the pressures building within Japan’s economy. In the early 1990s, a severe financial crisis halted Japan’s three-decade-long “economic miracle” and began its “lost decade.” In marveling at China’s expanding global footprint, it is easy to overlook the challenges it faces. The BRI’s risks run both ways, and recognizing it as an imperial project does not imply that it will succeed.

“When the Tide Goes Out”

China is likely to remain its own worst enemy. Its competitors are waking up but face coordination challenges. In 2018, the U.S. Congress passed the BUILD Act, which consolidates development-finance activities into a new agency, the U.S. International Development Finance Corporation (USDFC), with twice the resources and expanded authorities. The same year, the European Union announced its “EU-China Connectivity Platform.”31 Australia, India, and Japan have been active as well, and several bilateral and multilateral cooperation agreements have been signed. But even if these comparatively modest efforts are made into something greater than the sum of their parts, particularly for mobilizing private investment, the sheer demand for infrastructure globally guarantees that China will have ample opportunities.

Meanwhile, China is repeating the mistakes, and learning the lessons, of powers that came before it, especially the costs of going it alone. Xi’s emphasis on multilateralism at the second forum could be strongly self-interested, just it was for Western powers to create multilateral development banks. Since the BRI has been mostly a cover for bilateral deal making, China bears the financial and reputational costs when things go wrong. Pulling in more partners would allow China to share the risks of hugely complex projects in risky business environments, but it is unclear how much China is willing to relinquish for those benefits.

China’s interest in large projects beyond its borders will not end with Xi. Just as the “going out” policy preceded the BRI, someone could fashion yet another tagline to make Chinese power, projected through infrastructure and investment, appear more palatable. Like the great powers that have come before it, as long as China’s rise continues, its companies will seek more market opportunities, and its leaders will crave the access and influence that large projects provide. These projects also take years to complete and decades to repay. If the BRI was magically paused and no more projects were announced, its current footprint would still take years to unfold.

Ultimately, China’s economy will determine how long the BRI continues and in what form. China’s foreign reserves have dropped substantially since the BRI was launched, and it faces rising costs and shrinking revenues at home. Even before the coronavirus pandemic, there were indications of a pullback on BRI-related projects, suggesting that project announcements could be slimmed down in the coming years. That is bad news for China’s massive state-owned firms, but scarcity may also make oversight easier and encourage Beijing to increase the quality of its projects.

These headwinds may also lift China’s “digital silk road.” Compared to ports, railways, and other megaprojects, digital infrastructure is often less risky financially while offering distinct strategic benefits. Even in friendly Pakistan, it is much easier for China to lay a fiber-optic line than a pipeline across difficult terrain. Building and operating telecommunications networks offers commercial gains, intelligence, and the ability to disrupt enemy communications while protecting your own. Facing increased scrutiny in Western markets, China’s tech champions may double down in developing and emerging markets.

Ironically, if the BRI is updated to genuinely reflect Xi’s buzzwords and address his critics—adopting high standards in its projects, emphasizing multilateral deals, and so on—Western policy makers might eventually regret that Chinese officials took their advice.32 A more focused, higher-quality BRI could turn China from a lender of last resort to a preferred partner. It could spread Chinese influence in more targeted areas, from setting technology standards to swaying foreign capitals. It could signal that China is succeeding where others have failed. Because of what that implies about China’s ability to wield power, nothing would be more alarming than success.

In the coming years, it is even more likely that China’s mistakes will shake the world. Its partners are counting on sustaining high growth to pay their debts, setting ambitious targets that leave little room for error or unexpected events. Early mistakes along the BRI occurred in a relatively forgiving global economy, and as Warren Buffet is fond of saying, “you only find out who is swimming naked when the tide goes out.”33 The risks are probably greater than Chinese officials appreciate. Most infrastructure booms have gone bust.

The coronavirus pandemic is laying bare the BRI’s flaws, even as it creates new needs that China could exploit. Developing and emerging economies that borrowed heavily are being pushed beyond the brink. The same instinct for secrecy that hides the terms of China’s deals along the BRI concealed the outbreak. Most troubling for Xi’s vision, China shared the virus with the world through the very connections the BRI aims to strengthen. It lost control.

Without a doubt, putting forward a decades-long vision for global connectivity takes courage. On the world stage, nothing approaches the BRI’s scale and ambition. But avoiding failure will require much greater skill, lower expectations, and a heavy dose of modesty. Otherwise, China’s boldness will eventually look like hubris. The difference between the two will be determined not in grand halls but on the ground.
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