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D. Zhekenov

ONE BELT AND ONE ROAD: WHAT IT WILL GIVE FOR
KAZAKHSTAN?

«We should increase Chinas soft power,
give a good Chinese narrative,

and better communicate China's message.»
Xi Jinping, Chinese President

Introduction

More than 2,000 years ago, China’s imperial envoy Zhang Qian helped to
establish the Silk Road, a network of trade routes that linked China to Central
Asia and the Arab world. The name came from one of China’s most important
exports—silk. Moreover, the road itself influenced the development of the
entire region for hundreds of years.

In 2013, China’s president, Xi Jinping, proposed establishing a modem
equivalent, creating a network of railways, roads, pipelines, and utility grids
that would link China and Central Asia, West Asia, and parts of South Asia.
This initiative, One Belt and One Road (OBOR), comprises more than physical
connections. It aims to create the world’s largest platform for economic
cooperation, including policy coordination, trade and financing collaboration,
and social and cultural cooperation. Through open discussion, OBOR can
create benefits for everyone.

The State Council authorized an OBOR action plan in 2015 with two main
components: the Silk Road Economic Belt and the 21st Century Maritime Silk
Road (exhibit). The Silk Road Economic Belt is envisioned as three routes
connecting China to Europe (via Central Asia), the Persian Gulf, the
Mediterranean (through West Asia), and the Indian Ocean (via South Asia).
The 21st Century Maritime Silk Road is planned to create connections among
regional waterways. More than 60 countries, with a combined GDP of $21
trillion, have expressed interest in participating in the OBOR action plan [1].

As you can see on the map, some of routes are proposed through the
Kazakhstan and what it will give to Kazakhstan. Is it a great possibility or is 1
a beginning of Chinese expansion...?
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Main theses ofXi Jinping's speech

May 15, 2017 in Beijing, the first international economic forum «One Belt
and One Way» was completed. lhis event gathered representatives of more
than 100 countries in the Chinese capital. The forum was dedicated to the
initiative to create the «The Silk Road Economic Belt» and the «Maritime Silk
Road of the XXI Century», which was subsequently announced in the fall of
2013, and was subsequently given the abbreviated name «One Belt, one Road».

We bring to your attention the key points of the speech of Chinese President Xi
Jinping, sounded at the opening of the forum.

New Silk Hoads | China is assembling new trade routes, binding other regions closer to it

Xi Jinping began his speech with an appeal to history. Two thousand years
ago, the ancient Silk Road opened a new page in the history of humanity. The
spirit of the Great Silk Road is the most valuable legacy of human civilization.
It includes concepts such as peace and cooperation, openness and
inclusiveness, mutual learning, mutual benefit and universal gain. Xi Jinping
not accidentally mentions this, because the concept of «One Belt - One Road»
took over the legacy of the Great Silk Road, and it is based on all of the above
principles. Xi Jinping emphasizes that history is the best teacher.

Now, the implementation of the project is gradually moving to real
actions. Xi Jinping presented the main results ofthe work done in four years in
five main areas of cooperation, the so-called «five connecting elements»:
political coordination, interconnection of infrastructures, unimpeded trade, and
free movement of capital and strengthening of ties between peoples.
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In the political sphere, it has already been possible to coordinate with
countries such as, Kazakhstan (linking with the Kazakhstan program «Nurlu
Zhol»), Russia (interfacing with the EAEC), as well as with ASEAN members
Turkey (interface with the Central Corridor project), Mongolia the «Way Of
Development» program), Vietnam (the «Two Corridors, One Circle» project)
Great Britain (the Northern Powerhouse strategy), Poland (the «Amber Road»
plan) and so on. There is also work to harmonize the politicians with Laos
Cambodia, Myanmar and Hungary. China signed a cooperation agreement with
more than 40 countries and international organizations, with more than 30
countries; cooperation in the field of production capacity is growing

Xi Jinping noted that the time for customs clearance for agricultural
products in Kazakhstan and other Central Asian countries was reduced by 90%.
From 2014 to 2016, China's trade with countries «along the way» exceeded $ 3
trillion. China's investment in the country «along the way» exceeded $ 50
billion. Chinese enterprises built 56 zones of economic cooperation in more
than 20 countries, and created 180,000 new jobs in these countries.

In his speech, Xi Jinping tried to imagine how China sees the «One Belt,
One Road». First, it is the path of peace. In other words, countries «along the
way» should respect sovereign rights, territorial integrity, and the path of
development, social structure and the most important interests of each other.
Between countries there should be a dialogue, not a confrontation; partnership,
not allied relations.

Secondly, this is the path of prosperity. Development is the universal key
to solving all problems. For universal development, it is necessary to deepen
cooperation in the sphere of industrial development. Finance is a modem
economic «blood», financial circulation must pass unchecked. The
interconnected infrastructure is the basis for the development of cooperation.

Third, it is a path of openness. Openness brings progress, and closeness
brings backwardness. Therefore, Xi Jinping emphasizes that China intends to
create an open platform for cooperation, to protect and develop an open world
economy, to jointly create an environment favorable for open development. At
the same time, trade is the most important engine of economic growth.
Therefore, it is important to protect multilateral trading systems, facilitate trade
and investment facilitation. China intends to conduct an open, inclusive,
balanced, win-win economic globalization.

Fourth, this is an innovative way. Therefore, innovations such as digital
economy, artificial intelligence, nanotechnologies, quantum computers, etc.
will be used in the process of creating the «One Belt - One Road». A new idea
of »green» development will be realized, by 2030 it is planned to achieve the
goal of universal sustainable development.

Fifth, it is a cultural way. In other words, intercultural exchange will be
actively strengthened between countries along the way [2].

What will change with the One Belt - One Road?

The economic activity that will arise with the launch of all corridors and
the implementation of investment plans will provide economic advantages to
the participating countries and, above all, will put an end to America’s
supremacy in the world economy. The world must be ready to change the
economic balance of forces.

Trade flows, which are now moving from west to east, will change
direction to the opposite, to «East-West». This situation can be perceived as an
economic breakthrough in the East.

The fact that the Silk Road project will connect more than 60 countries in
Europe and Asia with each other and from a demographic and economic point
of view will provide the basis for new forms of integration and cooperation.

| We are talking about an intercontinental scale relationship. When
onnecting roads, railways, sea and airports, power lines and fiber-optic lines -
hhich will bring together the Asian, European, African continents and the

iddle East region with each other - it will be the laying of an intercontinental
transport and communications network. This way, in which trade, transport,
and logistics are combined, obviously has a high economic potential.

Creation of high-speed trains, airports, power stations and pipelines within
the framework of the new Silk Road project will accelerate the emergence of
new economic institutions, banks and financial institutions. The map ofthe Silk
Road will be characterized by active dynamics of many economic processes.

I In this case, we want to give an interview of Theresa Fallon, a China
expert at the Centerfor Russia, Europe, Asia Studies, a Brussels-based research
group. She says: U.S. companies want to get in on this. It sounds great; the

I Chinese narrative is very powerful; it looks like all these building projects are
going to take place. U.S. companies want to get a piece of the pie.

Well, it is questionable, because it has designed actually to help the

; Chinese domestic economy. Therefore, some companies - for example,
General Electric has gotten some contracts and is focusing to get more

: contracts out ofthis.

Europe has not been as successful, but it remains to be seen how much the
tenders will be wide open, and if it is really packaged to help China instead.

The Donald Trump administration is interested in infrastructure building,
but it will remain to be seen how much they can actually compete with Chinese

prices.
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When the Chinese come in, they send in their workforce, everything, ft ¢
all one big package. Therefore, it is very difficult to compete with the Chinese
on these projects [3].

«Nurly Zhol - One Belt- One Road»: juxtaposition ofthe idea

On the one hand, these two projects have a unique opportunity. On the
other hand, it is a great challenge with invisible and unpredictable factors.

As the 9th largest state in the world, and the larges landlocked one
Kazakhstan has not benefitted as much from the rise of transcontinental trade
followed by the industrial revolution as other nations. The Soviet Union’s
political ideology and Southern borders also presented little opportunity for
commerce in the 20th century. The rapid revival of the Silk Road, and massive
infrastructure spending over the next decade, however, forebode there-
emergence of Kazakhstan as a trading hub in Central Asia. With trade between
China and Europe increasing yearly, and the distinct trend of smaller, high tech
goods increasing in value, the balance of trade seems to be shifting towards
faster, albeit costlier, railways. More than 90% of trade between China and
Europe occurs by ships, and only less than 5% passes by rail.

Continuing investment of political and financial capital can increase trade
by rail to 10% by 2025. Kazakhstan is set to gain significantly as the
geographic centerpiece of the land part ofthe New Silk Road. Opportunities for
trade and industry are countless as local businesses can benefit from cheaper
costs of exports and imports, and by providing services to freight forwarders
and railway carriers.

Kazakhstan is using China’s One Belt - One Road as a means to light a
firecracker under its own business and political class and really want to
combine with national program «Nurly Zhol» [4].

The «Nurly Zhol» program opens wide opportunities for the development
of transport potential, both in Kazakhstan and in the Central Asian region as a
whole. The implementation of the international strategy for building the
economic Belt of the Silk Road requires the creation of a modem transport and
logistics infrastructure, throughout its entire length. Kazakhstan, as a
participant of this project, thanks to the program «Nurly Zhol» increases its
transport capabilities and, including through international cooperation, has
every chance of becoming a major transport and logistics hub, which will
positively affect the country's economy. The strategy of building the economic
Belt ofthe Silk Road is supported by all countries involved in this project, as it
can create a powerful push for development and thousands of new jobs.

The OBOR is focused on transportation, supply chain, logistics, and
freight management through successfiil and profitable management of the

railroad. The faster KTZ can implement changes to its business model, the
sooner it can capitalize on the investments Chinese and international financing
Institutions have planned in Kazakhstan and beyond.

Asia-EU-Asia transit container traffic via Kazakhstan [5]

2012 2013 2014 2015 2016 2020

Conclusion

Unlike other OBOR countries, Kazakhstan is strategically positioned as a
portal of China to Europe - from the common border in Khorgos to the western
shores of the Caspian Sea in Aktau. Located on the western shore of the
Caspian Sea, Aktau started its activity as a uranium mine in the Soviet era and
today is the backbone of the Kazakh oil industry. A number of pipelines,
railways and cargo will not only connect Aktau with Khorgos, but also with
Russia in the north, Iran in the south, Azerbaijan, Turkey and Europe through
the Caspian in the west. As Aktau is modernized, taking containerization to
further reduce the cost of shipping through the port, OBOR countries will have
the opportunity to completely bypass Russia. However, it is necessary to take
into account the Kremlin's inclination to react to economic sanctions against
those who are on the list.

Nevertheless, the whole prospect is fraught with significant problems both
for Kazakhstan and for China. The decline in global oil demand led to a sharp
drop in prices, which is why Astana received less money to finance OBOR
projects and other modernization projects. In addition, many OBOR projects
have been criticized for their magnitude, while they have been directed to

I excessive capacity, far exceeding available supply and demand.
Nevertheless, despite these problems, participation in BRI is the perfect
alliance of Nazarbayev's and Xi Jinping's integration ambitions. From the
| eastern gate of Khorgos to the western gates of Aktau, Kazakhstan is located as
the center from which the spokes of OBOR go to the rest of the world. The
general vision of the presidents was even reflected in a group photo of foreign
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delegations at the forum, where Nazarbayev stood only a few centimeters fro”
Xi Jinping, second only to Indonesian President Joko Widodo.
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[.K. Otoccbaes

VHULIMATUBA «OJINH MOAC-OAVH MY Th»:
MEPCMNEKTVBbI A/19 KASAXCTAHA

Abstract.

This paper analyses China's Belt and Road Initiative (BRI) devoted to the
renovation of the Great Silk Road connecting China through Central Asia with
the Middle East and Europe, and the role of Kazakhstan in the global project of
nowadays. Author also notes great potential for mutual interaction between the
RK and the PRC owing to the complementarity of the state programs «Nurly
Zhob> and the «Economic Belt of the Silk Road» (EBSR). Attention is drawn
to the importance of finding an effective balance in cooperation between the
Republic of Kazakhstan and the People's Republic of China in construction of
EBSR in order to reduce the possible costs that it may entail and maximize
competitive advantages.

BBsegeHune

CerofHsa Bce 60/bllee BHUMMaHWE MWPOBOr0 COOGLLECTBA 0OpaLLeHO K
HOBOW reocTpaTermueckoii koHuenuum KuTas no Bo3poxzeHuo Benukoro
LLlenkoBOoro nmytM - «3KOHOMUYeckuii mosic LLlenkoBOro myTu M MOPCKOM
LLlenkoBbIi NyTb 21-ro BeKa», M3BECTHOW Nof 06LIMM HasBaHMEM «OAMH Mosic
- O4VH NyTb».

KoHuenuusi «OavH nosic - oAWH NyTb» - 3TO N06a/bHbIA NPOEKT,
HanpaB/ieHHbI Ha co3gaHue Hosoro LllenkoBoro nyTu, KpynHOMAaCLUTabHbINA
3aMbICeNl CO3A4aHWs1 TPAHCKOHTUHEHTA/IbHOro TPaHCMOPTHOrO Kopuaopa Ans
6onee 3PPeKTMBHOr0 TOProBO-3KOHOMWYECKOTO B3aWMOAENCTBUS MeXay
BocTokom 1 3anasfom.

Cpea  MMpOBbIX  3KCMEPTOB MOKa HET  eAWHOT0  MHeHust 06
«DKoHoMuYeckoM nosice LLienkosoro nytu». OfHU CUATAIOT, YTO rNoGabHas
UHMumatmea  Kutas NpeacTaBnsieT  yrposy  3KOHOMUYECKUM 7
reonofMTUYECKUM UHTepecaM OTAENbHbIX CTPaH, APYrue e BOCMpUHMMAKT
UAeH NOMOXNUTENbHO, NMPU3bIBas CTPaHbl U PEFMOHBLI K aKTUBHOMY AManory ro
JAHHOMY MPOeKTY, BWAS B HEM BO3MOXHbIA BbIXO4 W3 MUPOBOro
3KOHOMUYECKOTO KpU3uca.

Tak, HEKOTOpble 3KCMepTbl MofarakT, YTO UHMUMaTMBa «OAMH Mosic -
OAWH MyTb» CTAaHOBMTCA O0ObEAVHAIOWEA OCb0 ANS  ONpeAeNeHHbIX
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