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ABSTRACT

POLITICS OF STATE-OWNED ENTERPRISES:
THE CASE OF CHINA

DURDU, Jessica
M.S., The Department of Political Science and Public Administration
Supervisor: Assoc. Prof. Dr. Mustafa Kemal BAYIRBAG

August 2023, 109 pages

With the Belt and Road Initiative released by Chinese President Xi Jinping in 2013,
China has become a significant power with great potential to influence the global
system. The foundational basis established by Mao and the Going Out policy of
Deng both prepared China for the next step of being a global leader in the
international system. BRI, in this regard, is the most concrete step taken in this way.
It has been observed that with BRI, Chinese diplomacy has been decentralized and
that the non-state actors are started to be used as active diplomacy tools. As
institutions that were abolished by most countries due to the loss of influence of
developmentalism, State-owned enterprises have turned out to be effective
diplomacy tools and started to be de facto ambassadors abroad. This thesis will
explore the unique case of Chinese SOEs, which were transformed from loss-making
economic agencies into profit-making political agencies. It has been seen that the
SOE reforms have been shaped by the core principles of Chinese politics of the
primacy of the Communist Party, integration of the Party with the state, and
developmentalism with Chinese characteristics. It has been observed that the reform

process of Chinese SOEs has balanced economic liberalization with political



authority, turning them into effective institutions for Chinese developmentalism.
This thesis argues that the political influence over SOEs, which was strengthened
through the reforms, turns out to be two-way directional with BRI and that SOEs can

turn into politically influential institutions over the government.

Keywords: State-Owned Enterprises, Belt and Road, Chinese Developmentalism
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DEVLET IKTISADI TESEBBUSLERININ SIYASETI:
CIN ORNEGI

DURDU, Jessica
Yiiksek Lisans, Siyaset Bilimi ve Kamu Y 6netimi Boliimii

Tez Yoneticisi: Dog. Dr. Mustafa Kemal BAYIRBAG

Agustos 2023, 109 sayfa

2013 yilinda Cin Devlet Bagkan1 Xi Jinping tarafindan aciklanan Kusak ve Yol
Girisimi (KYG) ile Cin, kiiresel sistemi onemli 6l¢iide etkileyebilecek bir gii¢ haline
gelmistir. Mao tarafindan kurulan giiglii sistemin, Deng tarafindan kiiresele agilmasi
ile daha da giiclii hale gelmesi Cin’i kiiresel ¢apta bir sonraki adim olan kiiresel
liderlige hazirlamig ve KYG ile bu liderligin ilk somut adim1 atilmigtir. KYG ile Cin
diplomasinin merkeziyetsizlestigi ve kamu dis1 aktorlerin de etkin diplomasi araglari
olarak kullanilmaya baslandigr gozlenmistir. Kalkinmaciligin etkisini yitirmesi ile
cogu iilke tarafindan kaldirilan kurumlar olarak Devlet Iktisadi Tesebbiislerinin
(DIT) ise Cin igin etkili bir diplomasi araci haline geldigi ve yurtdisinda de facto
elgiler olmaya bagladigi goriilmektedir. Bu tez, Cin’in DIT’lerinin zarar eden
ekonomik kurumlar olmaktan ¢ikartilip kar eden siyasi kurumlara doniismesinin
essiz Ornegini inceleyecektir. Yapilan reformlarin Cin politikasinin ana ilkelerini
olusturan Komiinist Parti {istiinliigii, devlet ve partinin biitiinlesmesi ve Cin’e 6zgii
kalkinmacilik ile sekillendirildigi goriilmektedir. DIT’lerin reform siireglerinin
ekonomik liberallesme ve politik otoriteyi dengeledigi ve boylece Cin kalkinmaciligi
icin etkili kurumlar haline geldigi gézlenmektedir. Bu tez, hiikiimetin bu reformlari

takriben DIT ler iistiindeki artan siyasi giiciiniin KYG ile iki yonlii bir hal aldigim ve
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DiT’lerin de hiikiimet iizerinde etkili siyasi kurumlara doniisebilecegini

savunmaktadir.

Anahtar Kelimeler: Devlet iktisadi Tesebbiisleri, Kusak ve Yol, Cin Kalkinmacili
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This thesis is dedicated to those who contributed to the development of

Turkish-Chinese friendship.
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CHAPTER 1

INTRODUCTION

This thesis explores the unique case of Chinese State-owned Enterprises (SOEs) and
their transformation from loss-making economic agencies into profit-making
political agencies. Although many countries around the world have abolished SOEs
due to the decreasing popularity of developmentalism, the Chinese case presents a
different story with the effective usage of SOEs. In fact, Chinese SOEs are of crucial
importance to Chinese developmentalism thanks to their immense economic and
political power. However, as the SOE understanding in the literature mostly depends
on the classical experiences of Western-oriented developmentalism with only
economic calculations, the question of how and why Chinese SOEs play such an
effective role in today’s China remains unanswered. Additionally, as China is going
global more and more every day thanks to their economic diplomacy and massive
initiative of Belt and Road (BRI), SOEs are becoming even stronger institutions with
both economic and political power, making them significant elements to understand

China’s diplomacy movements on the world stage.

This thesis will argue that China turned its loss-making economic agencies into profit
making political agencies through their decades-long reforms process and made them
de facto ambassadors abroad. Especially taking party primacy of the Chinese
Communist Party (CCP), integration of the party with the state and
developmentalism with Chinese characteristics as the core principles of this process,

Chinese SOEs are now stronger economic and political powers than they have ever
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been before. Having such an important position, SOEs turned out to be political tools
in the hand of the government. With BRI entering the picture, the role of SOEs in
Chinese developmentalism starts to be outward rather than just used within the
country. In fact, the simultaneous existence of the economic liberalization and
political authority allowed the Chinese Communist Party to use SOEs as non-CCP
diplomacy tools abroad via the projects of BRI. Therefore, this thesis will provide the
process in which Chinese SOEs are politicized. This politicization will be taken as
two-sided. While the first side of the government's political influence over SOEs has
already started to be discussed in the literature, the second way of politicization from
SOEs over the government will constitute the unique contribution of this thesis. The
second side of SOEs being politicized will refer to the scenario in which SOEs are
becoming agencies to influence and even manipulate political dynamics. To
demonstrate this argument of the existence of two-way politicization, this thesis will
cover the case study of BRI and expand the argument with the BRI framework. This,
however, does not mean that all SOEs in every BRI project are politicized. In fact,
the following chapters will enlighten the conditions and scenarios in which they have

the alternative to politicize.

Throughout the thesis, the discussions will be mainly shaped around the concepts of
(Chinese) developmentalism and SOEs to provide a theoretical framework, whereas
the practical implementation flow of BRI projects will be further focused to analyze
the reflection of this theoretical background into actual policy flow in which SOEs
start to have their own political powers. Throughout the thesis, Chinese
developmentalism will refer to transitioning from an underdeveloped socialist
economy into a developed industrial economy while not giving up on its political
principle of party primacy. This thesis will also take the politicization of SOEs as the
scenario in which SOEs have more than one path to follow government orders and
choose one of them based on the non-economic interests they will get in the end. In

fact, throughout the research of this thesis, it has been noted that they have their own
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political power to decide which state department’s principles to prioritize. For
instance, the rivalry between the Ministry of Foreign Affairs (MFA) and the Ministry
of Commerce (MOFCOM) will stand out as the most important one. These rivalry
conditions create an environment for SOEs to choose one of them above the other by
taking non-economic outputs into account. In other words, politicization does not
mean they choose MOFCOM over MFA necessarily but rather, they can choose
either of them to prioritize instead of just putting the exact government order into

action.

This thesis concludes that the importance attributed to the economic development of
China led China to develop its own developmentalism model, taking SOEs at the
center of it. However, with the launch of BRI, this use of SOEs in developmentalism
transformed its power into an outward diplomacy tool and therefore, politicized
SOEs. This politicization also allowed SOEs to grab certain political powers during
the implementation process of BRI projects abroad and therefore allowed them to

have a political influence over the government as well.

In order to provide a comprehensive understanding of this de facto ambassadorship
and politicization, one should first go back to the first moment all these started. In
October 2013, just after taking Office of the General Secretary, Chinese President Xi
Jinping announced the re-establishment of the ancient Silk Road with his speech in
Kazakhstan’s Nazarbayev University. Just a month later, he introduced the
establishment of the Maritime Silk Road in his address to the Indonesian Parliament.
While at first scholars thought that Xi was planning to awaken the ancient Silk Road
to maintain China’s dominant position in global trade, it was shortly understood that
Xi had a bigger plan in his mind. Later named as the Belt and Road Initiative (—77
— ¥ yi dai yi lu- BRI), the initiative covered more than 140 countries on several
continents and involved the active participation of countries making up almost 40%

of the global trade and 1/3 of the global population. From Mao’s foundational era to
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Deng Xiaoping’s going-out diplomacy, China has been gradually appearing on the
world stage, but releasing such a huge project grabbed the attention of many around
the world. The release of BRI proved the enthusiasm of China to be a major player
on the world stage and in fact, to provide an alternative to Western development.
Covering more than 140 countries worldwide, China needed to set the base by going
global in every field of diplomacy and business. In fact, the involvement of non-state
actors started to shape the way Chinese diplomacy is going towards. As one of the
core players of the BRI, Chinese State-Owned Enterprises have come to a point
where they are becoming the de facto ambassadors of China outside. Yet, the use of
SOEs for BRI, i.e., the spatial and upgraded version of China’s going-out policy and
as the new foreign policy, grabbed the attention of the scholars whose experiences
proved the inefficiency of SOEs in many countries. On the other hand, China's
uniqueness appears at this exact point as China uses its SOEs quite effectively both
in domestic politics and its foreign affairs. Therefore, this thesis focuses on the
uniqueness of Chinese SOEs. In fact, thanks to the reforms throughout their history,
Chinese SOEs are now both politically and economically powerful agents abroad.
Therefore, this thesis argues that China could successfully transform its loss-making
economic agencies of SOEs into profit-making political agencies. In fact, Chinese
SOEs present a unique case to examine the politicization of SOEs through BRI. By
going abroad with BRI, Chinese SOEs become political agencies and de facto
ambassadors of China abroad. This politicization not only involves the government's
political influence over the SOEs but also creates a suitable environment for the
SOEs to have their own political choices and therefore have political power over the
government. In other words, contrary to the claim that “state ownership defines a
form, but not necessarily content” (Medeiros & Majerowicz, 2022, p.220), this thesis
argues that state ownership defines both the form and the content of SOEs.
Moreover, the existing literature focuses on the unification of the CCP’s political
power with SOESs' economic power. Yet, this approach lacks the understanding of

SOEs' own political powers, which appears as significant as the CCP’s, especially
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during the BRI implementation outside of China. Therefore, this thesis aims to fill

the gap in the politicization of Chinese SOEs in the literature.

To analyze the politicization of Chinese SOEs, the first chapter focuses on providing
a background regarding the unique Chinese political structure and the general
understanding of SOEs in the literature. In fact, as the core of Chinese politics, the
concepts of CCP’s party primacy and its integration with the state will be analyzed in
more detail. Opening the label of socialism, the role of economic development and
its importance for the CCP’s survival will be further discussed. In fact, economic
development will be a matter of life and death for maintaining a stable regime in the
country. While the historical aspect of China’s economic development will be
briefly mentioned, the discussion will bring the core concept of developmentalism
with Chinese characteristics. In fact, referring mainly to the transition from an
underdeveloped socialist economy into a developed industrial economy, Chinese
developmentalism balances the political ideology of socialism with the liberalization
of markets to a certain extent. In order to emphasize the role of SOEs in Chinese
developmentalism, the overall understanding of SOEs in the existing literature and
the Western experiences will also be covered in the last section of the first chapter.
In fact, providing a typical circle of SOEs, the Turkish experience of SOEs will be
briefly covered. The Turkish SOEs case also matters for this thesis to demonstrate
the main argument because the Chinese SOEs were at a similar stage to the Turkish

ones but evolved into a completely new phrase at the end.

Following the background information regarding the Chinese political structure of
party primacy and economic development, the second chapter will focus on the
importance and the characteristics of the Chinese SOEs. Therefore, the reasons of
why such a developed huge economy still needs SOEs and the way they were
transformed from loss-making economic agencies into profit-making political

agencies will be further discussed. In fact, the establishment of the State-Owned
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Assets Supervision and Administration Commission (SASAC) in 2003 and the
mechanisms of party intervention in SOEs will be the main concepts especially
important to analyze the following chapters. The second chapter will also provide the
unique networking structure of ownership, supervision, and decision-making

processes of SOEs and their connections with other state actors.

After the discussion regarding the political control of SOEs, the third chapter will
then provide the international aspect of Chinese economic diplomacy, in which SOEs
will act as the de facto ambassadors. This chapter will first show how China shaped
its economic diplomacy by steeping every stone in the river while crossing by
showing the differences between Mao, Deng and Xi’s era of diplomacy. The
concepts of decentralization and transprofessionalization of diplomacy will be
especially important to analyze the role of SOEs in BRI implementation. The chapter
will then continue to understand the nature of BRI both from domestic and
international perspectives. Taking BRI as a new foreign policy as a spatial version of
going out, the implementation process and the network map will be the main sections
to discuss SOE’s role as de facto ambassadors. The rivalries between state agencies
under the implementation process will further enlighten the discussion by opening a
new field for SOEs to be politicized. Therefore, the differences between political and
non-political role SOEs play in BRI will also be stated. The last discussion of this
chapter will be shaped across the two sides of the influence, the political influence of
the government over SOEs and of the SOEs over the government. By taking Nie’s
three models of interaction between SOE and the government in BRI projects, the
former one will be demonstrated in Nie’s first model of government + SOE while the
second aspect will be demonstrated in his second and third models of independent
SOE and SOE+ Government. The last section of this chapter will discuss how SOEs
are politicized when they go abroad for BRI and how SOEs and government become

each other’s political tools.



As China stands out as a major political actor on the world stage more and more
every day, understanding its methods to go global further comes into prominence.
With a unique characteristic diplomacy structure, China benefits from the soft
powers of non-state actors. Therefore, to understand global China, the role of its
most effective diplomacy tool, i.e., SOEs, should be understood. However, as
becoming de facto political agents outside, it should be noted that SOEs can also act
in a political way. Therefore, this thesis will fill the gap in the literature by

understanding SOEs' political powers in BRI implementation.



CHAPTER 2

CHINESE DEVELOPMENTALISM AND STATE-OWNED ENTERPRISES

This chapter will first focus on the most important concept of understanding Chinese
politics, i.e., the party primacy of the CCP. When the role of SOEs in Chinese
development is analyzed, the strict loyalty of SOEs to the government grabs
attention. Contrary to most countries' desire to make agencies independent in
decision-making or make them technocrats, every agency in China is noticed to have
a party-related connection, which leads our discussion to start with this core concept.
In fact, analyzing them to be the diplomatic tools of the government requires
understanding the principle of party primacy in China. As established from a
revolutionary background, every action in the Chinese bureaucracy is designed to
ensure the continuity of this core principle. After explaining the legitimizing
background of the vital party tie with any agencies in China, the second principle of
developmentalism will be explained in this chapter as it will present the main
framework SOEs will perform within. In fact, the balancing feature of Chinese
developmentalism and its evolution from Mao era to Xi era will present an unstable
but an effective guidance for SOE actions. Lastly, analyzing the uniqueness of
Chinese SOEs requires us first to understand what a non-Chinese SOE looks like and
what role they play in modern economies. Therefore, this chapter will provide the

general analysis of SOEs throughout their history.



2.1. Party Primacy in China

Understanding the Chinese Communist Party’s role in politics and bureaucracy
requires opening the label of “socialist” and having a deeper analysis. In fact,
focusing only on the ideological background does not provide a comprehensive
understanding of today’s Chinese politics, and labeling them as socialists means just
being blind to the changing internal dynamics as well as lacking the understanding of
internal mechanisms maintaining the party dominance (Su, 2011). Three aspects of
CCP could be used to shed light on the future discussions of this thesis. First, the
most critical key to understanding Chinese politics is to understand the Chinese
Communist Party’s prior objective, i.e., regime security. It should be noted that CCP
transformed itself from a revolutionary party with short-term plans into a governing
party with long-term plans. Therefore, it should establish its basis in the eyes of the
citizens based on this goal and plan to maintain its supremacy over all aspects of life.
That is also why Su argues that the CCP’s naturalization of ideology “provides the
rightful source of party’s authority and serves as a stimulus to mobilize popular
consent for the state legitimacy” (2011, p.309). Party primacy’s reflection on the
concept of socialism with Chinese characteristics also reflects the internal factor of
party primacy. In fact, although it requires a much more comprehensive discussion,
socialism with Chinese characteristics can be defined generally as the socialist
principles defined by the party’s ruling committee. In other words, what should be
understood from socialism with Chinese characteristics lies in the explanations and
promotion of the leader of the CCP at that time. Second, for the Chinese, the
meaning of economic growth passes beyond its traditional understanding of what
Western countries would mean by it. In fact, economic growth is a matter of life and
death for the CCP, i.e., “a survival strategy”, to maintain their legitimacy in the eyes
of the people and to maintain the consent of the masses for their rule (Dickson, 2017,
p.33). The ancient belief that the three evils of separatism, terrorism, and extremism

can be prevented by economic growth further cause the government to prioritize
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economic development over other issues on their agenda. Therefore, economic
development is not just about numbers for the Chinese, it is the strategic way CCP
maintains its legitimacy, the essence of socialism for the basis of prosperity,
civilization, and power and an internal security issue for political stabilization. Third,
although there is a difference between CCP and the state, it is almost impossible to
differentiate between them in real life. The party superiority has been set up in a
highly complex and multidimensional way in that CCP has a supervisory body over
each horizontal line of the government. In other words, while most countries in the
world set up hierarchical supervisory and command structures, the Chinese
integrated both vertical and horizontal lines with each other. Moreover, the CCP is a
vital part of the state. CCP, in China, does not perform like a typical political party
controlling the government but instead acts as an inseparable part of the state itself.
This also puts CCP in a unique position to literally have a word for every decision in
the country. One might argue that CCP’s domination might only influence the state
agencies, mainly state departments or SOEs. However, the CCP integrates well
enough mechanisms to have a word in private actors’ decision-making processes as
well. In fact, every company in China has to have a government department, in
which CCP supervises the company. Therefore, the structure of political power
formed by the party-state provides a significant degree of political autonomy to CCP

and a strong economic penetration in both private and public actors.

The core principle of CCP’s party dominance shapes the political and economic
structure in order to maintain the power of the party in every corner of the country at
all levels. Yet the most influential survival strategy lies at the core of socialism,
providing sufficient living conditions for every citizen. The belief that they can
“create a harmonious society through welfare policies” made economic development
and therefore developmentalism the most essential part of their agenda (Medeiros &
Majerowicz, 2022, p.219). However, the Chinese have a habit of not taking any

concept as it is from the West. The unique features of their development way bring
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the discussion to what scholars refer to as developmentalism with Chinese
characteristics. While at the broadest sense, it refers to the “transition from a
relatively underdeveloped socialist economy to an industrialized economy integrated
into the world economy (Medeiros & Majerowicz, 2022, p.209), it shed lights to a
broader discussion of developmentalism, which will be presented in the following

section.

2.2.  Developmentalism with Chinese Characteristics

When developmentalism is analyzed, one can argue that it is the core of the political
and economic discussions, especially after the destructing Second World War
between 1939-1945. Scholars’ perceptions from Western experiences provide a
common understanding that markets are social constructs and that “capitalism has
historically established itself because it created both market institutions and
counterbalancing forces to the process of commodification of social relations
production and the anarchy of competition” (Medeiros & Majerowicz, 2022, p.211).
The post-war era of regulated capitalism, built upon the war experiences and threats
of USSR, provided space for the Keynesian welfare state. Yet, the golden age
focused on the government planning and the large corporations, shifting the power
from financers to production engineering of ‘“technostructure” (Medeiros &
Majerowicz, 2022). With the Bretton Woods and the disintegration of USSR, the
characteristics of the developmental approach has been dismantled, which brought

the decline of developmental states in the Western hemisphere.

The traditional understanding of developmentalism emphasizes the fact that the state
can play an active role in the economy and developmental process of their countries.
Especially with the economy malfunctioning in the 1940s-1960s, the feeling of
necessity for the state to intervene in the economy gradually increased. In fact, this

intervention covers the direct interference of the governments in the markets, such as
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the manipulation of prices or providing incentives for private companies to enter into
a specific sector. This also allows the government to choose or decide who will be
the winner in the market and who will be eliminated. Although it was in conflict with
the liberal understanding of minimal state, states started to increase their intervention
and became a producer, an investor, and a regulator at the same time. It can be said
that their development attitude is still shaped by liberal and democratic perspectives,
both economically and politically while their discussions of developmentalism is
shaped within the framework of the Keynesian scheme. Another characteristic of
developmentalism lies in its desire to assign related bureaucrats as merit-based on
their qualifications. In fact, the assumption that the more politicalized development
tools are, the less effective the overall process will be, is mostly agreed upon by the
authorities. Therefore, they tried to provide a merit-based assignment of bureaucrats
that would perform developmentalism. Lastly, as countries with desire of minimum
intervention, their bureaucratic structure was established based on the minimum
existence of the state. Yet, the need to intervene in markets required them to have a

restructuring of this flow by adding a coordinating body to deal with this.

In addition to the threat of USSR dissolving, economic challenges like problems of
capital accumulation started to become visible. In fact, the capital accumulation
problems in 1970s tried to be overcomed via giving up from the Fordist production
and welfare state principles and via transition to minimal state with the hope of
deepening the markets (Zengin, 2009). The Washington Consensus and international
organizations guiding role to convince states to turn to neoliberal principles should
also be noted here to further demonstrate the decline of developmentalism. In fact, to
decide the new role of the government of being just a regulator, multinational
companies, developed countries and international organizations, ruled by the
guidance of the former two actors, played a significant role (Zengin, 2005). In fact,
World Bank, IMF and OECD all prepared guidelines for states to transform from

state-oriented development to that of market oriented. Therefore, understanding of
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developmentalism remained mainly limited due to the unsuccessful experiences of

the Western countries.

China, on the other hand, adopts a completely unique perspective of
developmentalism. In fact, this uniqueness is demonstrated by the optimum balance
between the controlled capitalization by the CCP and maintaining the existing

political structure despite the socio-economic changes (Sezen, 2021).

Table 1: Comparison of Developmentalism with Chinese Developmentalism

Developmentalism Chinese Developmentalism
Role of the State Producer, Investor, Regulator Investor, Regulator, Decision-Maker
Main Perspective Ideology oriented Downgrading Ideology
(ideology of priorities)
Economically Liberal Liberal'
Politically Democratic, Liberal Authoritarian
Main Scheme Keynesian Beijing Consensus, Socialist
Main Direct intervention in the market ~ Both direct and indirect intervention
Mechanisms Merit-based assignment of Party-based assignment of
bureaucrats bureaucrats
Deciding who will win Allowing internal rivalry between
SOEs

Require internal Yes (As they had to create a No (As the country already had party
bureaucratic coordinating body) primacy integrated into their system)

re-structuring

Source: Prepared by the author.

! Although they are both labeled as economically liberal, it should be noted that the mainstream liberal
understanding and the Chinese understanding differs. The main reason of this situation lies in the idea
that the political and economic aspects of policies cannot be differentiated clearly in such a socialist
country and all of them can be considered under the framework of socialism with Chinese
characteristics. Yet, certain steps, such as creating a market economy with intense competition among
them, overlap with the core principles of mainstream understanding of liberalism. Therefore, in order
to demonstrate this economic aspect of Chinese developmentalism, the understanding was labelled as
liberal both for mainstream and Chinese versions in the table.
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While the uniqueness comes from three main sources of a command economy,
geopolitical position, and the “relation between political power exercised by CCP
and economic power” (Medeiros & Majerowicz, 2022, p.210), understanding the
developmentalism from the Chinese view requires analyzing the historical evolution
of the idea itself through the unstable political era of Chinese history, i.e., starting
from the Chinese Revolution. It can be argued that throughout their history, the fight
was not between the outcomes of the ideas but rather between the ideologies of
priorities. In other words, when we analyze the foundational era under the rule of
Mao, the ideology of revolution was at the core, shaping all the other factors around
it. From the Chinese Revolution to the Cultural Revolution, the focus was on the
development of productive forces similar to those in the West. After the Cultural
Revolution, on the other hand, developmentalism was replaced by ideological
struggles until the death of Mao, the founder of Chinese socialism. When Deng
Xiaoping came to power, the ideology of reforms started to shape the understanding
of developmentalism in Chinese eyes. In fact, Deng Xiaoping’s famous quote
explains how the ideology was pushed back backstage and how the prioritized
objective of economic development has been adopted; It does not matter whether a
cat is white or black. As long as it catches mice, it is a good cat. Deng’s ideology of
economic reform and his economic pragmatism required downgrading the
ideological fight between socialism and capitalism. Contrary to Mao’s path, Deng
adopted the critical principle of using market mechanisms to improve productivity
but also followed the ensuring path of maintaining the party’s political power in the
socialist path. The economic liberalization and authoritarian politics are, therefore,
two key features of Chinese developmentalism. In fact, in almost every economy
and ideology-related speech he made, Deng clearly states that for him, the existence
of markets is not something defining capitalism, just like the lack of it also does not
define socialism. Insisting on socialism and shared outcomes for all also does not
mean socialism sees poverty as inevitable and that poverty is something to be shared.

On the contrary, Chinese developmentalism highlights Deng’s perfect balance
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between the market economy and socialist ideology. In fact, he believes that the
existence of markets does not contradict the objectives of socialism unless the power
of means of production disperses social relations and creates a new bourgeoisie with

political power.

Downgrading the ideological conflict and focusing on the practical balance of
capitalist and socialist mechanisms allowed the state to be direct enough to maintain
its political supremacy while being indirect enough to allow the developmental-
oriented agencies to have internal rivalries at the same time. Especially with adopting
the Beijing Consensus, i.e., the Chinese way of developing, the state played the roles
of an investor, a regulator, and a decision-maker. Despite the classical understanding
of developmentalism and World Banks’s insistence of making development agencies
as independent and non-political as possible, China followed a party-based
assignment model for its development related bureaucrats. In fact, as it will further
detailed in following chapters, cadre management system and cross-appointments

ensured the political loyalty of agencies.

The overall discussion in the literature regarding developmentalism with Chinese
characteristics signals one crucial agency type that has been used as a tool both in a
political and economic way; the state-owned enterprises. Although the ideologies,
methods, and actors all changed throughout the recent history of the country, SOESs'
importance has never been dismantled even in today’s current dynamics. Answering
the questions of how SOEs played their role in Chinese developmentalism and why
they are still relevant in such a strong economic power, necessitates catching the
overall academic discussions of SOEs and emphasizing the characteristics of the
Chinese ones, which will all be provided in the next sections. The next section will
also provide the background information to emphasize how SOEs are politicized and
how they gained their own political power to be used for or against the central

politics of the country, especially when they operate abroad. In other words, SOEs
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turn out to be political tools of the government as well as creating their own political
power. In fact, it will be argued that they politicize themselves when they are in a
position where they are not a tool for CCP domination and perform exactly as it was
ordered by the top but, instead, they interpret the order and at a position to have
alternative paths with their own political preferences prioritized. But in order to
explain the process of them being both political tools and political agencies, the

SOEs should be discussed at a broader level with relevant evolution processes.

2.3. Understanding SOEs

State-owned enterprises are directly or indirectly owned by the government and are
usually established to provide economic, political, and social contributions to
national policies. Because of the variety of the tasks assigned to them, the differences
between the national policies and structures between countries, and the evolution
processes they have been experiencing, there has been no clear agreement on the
definition of SOEs. However, the most common definitions of SOEs shaping

academic discussions can be listed as follows:

- The wide range of organizations owned by the state that produce goods or
services (as cited by Altunbag & Tiirkoglu, 2015)

- Companies whose assets are owned by the state, which enjoy the rights of a
shareholder (Zhang, 2008)

- Institutions that are established by the state to produce a variety of goods and
services and that are wholly or partially owned by the state, and therefore “a
reflection of the state in economic life” (Oktay et al., 2021, p.75)

- Kind of enterprise owned and controlled by the government (Nie, 2022)

Although no agreement can be made regarding setting a clear definition applicable to

all countries, the definitions above emphasize the role of the government, as a
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shareholder, controller, or both, and the feature of an SOE to be a company. For this
thesis, SOE will be defined as any entity with direct or indirect legal shareholder ties
with the government that has private company status before the law, conducting

economic activities of goods or services.

Although they were not at the same legal status as understood today, the first
appearance of SOEs appeared as early as the ancient empires. The oldest examples
are the state-led economic entities during the Ming Dynasty in China or the Crown
corporations of the monarchies in Western regions. For instance, the monopolization
of salt and iron production during the Han-ruled Dynasties of China can be given as

the oldest forms of SOEs in history.

SOEs, as we understand them today, on the other hand, appeared especially during
the early years of the 20th century. The transition from old forms of government,
such as the monarchy and the sultanate, to the forms of new governments, such as the
democracy-oriented republics, also required the establishment of institutions,
remaining from the old administrations and engaged in economic activities on behalf
of the state, in a legal framework with new reforms. The disintegration of the
Ottoman Empire necessitated the official definition of economic production
institutions belonging to the empire before in the newly established Turkish
Republic. In addition to the already established ones, the centrally planned economic
model of the Soviet Union and the economic challenges in the Western economies of
the era caused many governments worldwide to feel the need of interfering to the
economy to ensure stability and growth. In that sense, more SOEs are established and
used as economic tools in the hands of the government to overcome economic
challenges. In developed countries, SOEs were used to overcome long economic
stagnations and fill the strategic and high-cost capital-required sectors’ improvement
gap, which the private sector hesitated to enter. The fact that these strategic sectors

usually overlap with the national political development goals of the government also
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made them more enthusiastic about underlining the role of SOEs in the country's
economies. The employment opportunities, social welfare, and ensuring the supply
chain of necessary goods and services for the everyday life of the citizens also
underline the importance of SOEs. Therefore, the social aspect of the SOEs can also
be listed among the reasons for establishing SOEs in developed countries. While
SOEs played a more supportive role for the developed countries, the developing
countries used them to create a new private sector, which lacked competition and
efficiency either due to the economic conditions or lack of know-how knowledge,
and a tool for implementing regional development priorities (Altunbag & Tiirkoglu,

2015).

When State Economic Enterprises were evaluated as an economic tool in the hands
of the government, they were seen as an important development tool, especially
when the understanding of the private sector worldwide was not yet rooted and could
not progress sufficiently. In particular, the data from various countries provide
important demonstrations to show the contribution of SOEs to the economy. For
example, in Tiirkiye, one of the countries that attaches the most importance to SOEs
as a starting point, SOEs accounted for 16.6% of GDP in 1986 (Altunbag &
Tiirkoglu, 2015).

The undeniable contribution of SOEs to the economy has caused existing academic
studies to be shaped within the framework of either purely the economics discipline
or, a combination with political science, the political economy. On the other hand,
the research regarding the political analysis of SOEs has been quite limited.
However, there has been a clear relationship between the SOEs and the government’s

political power in countries with SOEs.

Although SOEs made significant contributions to the economic development and

growth of countries in the beginning, the shift to capitalist and liberal economic

18



systems due to different reasons in the global order has begun to strengthen the view
that the state should intervene less in the economy. The strong political incentives
started to shape the economic and political system similarly to the Western
idealization of liberalism and capitalism, in which privatization has been seen as the
pioneer economic element to develop the economy and therefore strengthen the
liberal governments and especially with the liberal-origin international organizations
such as IMF, World Bank, and World Trade Organization’s guidelines to urge
countries to fasten the privatization and their lobbying to first limit the investments to
SOEs and then to support private enterprises over SOEs caused the transition from
SOE-oriented policies to turn and become privatization-oriented policies sharply.
World Bank had always chased private enterprises as the locomotive of economic
growth. Although scholars also discuss the theoretical background of this shift in
political science and economics disciplines, the SOE’s decreasing profits,
inefficiency, and lack of competitiveness with the private sector further accelerated
the privatization needs of the governments. While strong economies could privatize
SOEs relatively easily, developing countries, the economies of which are heavily
dependent on publicly controlled activities, had to experience a longer time of
transition. Throughout the 20™ century, SOEs have been in an unstable position in
the eyes of the government. While at first, they were used as economic tools to
ensure national policy goals and economic growth, by the end of the century, they

started to be seen as unwanted child or a burden (Oktay et al., 2021).

During the 20th century, in addition to many crises and political changes and the
encouragement of international institutions such as the World Bank to the liberal
economic order, certain problems experienced by SOEs strengthened the
government’s view towards privatization and caused them to disown SOEs. First, the
rapidly growing number of private companies accessed resources that SOEs did not
have and excelled in the market, both in terms of financial and information capital. In

particular, the decrease in the support given to SOEs by the state and the limited
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maneuvering area of SOEs also worsened this situation. Second, SOEs, which
already have a limited share, could no longer maintain their former productivity.
Considering the efficiency as the ratio of outputs to inputs, Aharoni points out that
SOEs stayed less efficient than they actually could be (2000). This also caused SOEs
to put financial pressure on governments and forced them to deal with the increasing
financial losses of SOEs. Considering the fact that SOEs were supporting the
country’s GDP to a great extent at the beginning also means that when they do not
function well, their financial losses also put as great threats as they posed benefits
before. In fact, by 1989, SOE losses reached up to 9% of the GDP in Argentina and
Poland (as cited by Aharoni, 2000). In other words, the governments of Argentina
and Poland had to tolerate and replace the 9% of GDP loss by using non-SOE
sources, the biggest one being the private sector. Another explanation of this
decrease in SOE efficiency lies in the common assumption that the more SOEs are
tools of politics, the less effective they will be. Third, as the attitude towards SOEs
changed, so did SOEs' productivity and the segments of the society they served. With
the privatization attempts and with the strengthening capitalist structure of the
economic dynamics, SOEs started to serve people experiencing poverty. They were
seen as a way to create employment for them by the government. Lastly, among the
strongest arguments of anti-SOEs groups lies the example of the Soviet Union. In
fact, for them, the problems experienced during the Soviet era and the disintegration
of it prove that centrally planned economies with government intervention cannot
work for today’s globalized world. Considering all the above, many countries around
the world started to implement new privatization reforms and limited the role of

SOEs in their political and economic system.

Tirkiye, in that sense, can provide a stereotypical but slower Western path to abolish
SOEs. In other words, the fact that Tiirkiye started and ended its SOE reform at very
similar points with other countries but has done so in a longer run allows us to see all

stages between the start and the endpoint clearly. While the country had SOEs since
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the beginning of the modern Republic, inherited from the Ottoman Empire’s state-led
economic activities, they have been seen as interference tools of the government in
the market. At the end of the izmir Economy Congress held in 1923, it was decided
to carry out economic development in a more liberal line and under the leadership of
the private sector. In other words, the government decided to follow the path of the
capitalist economic model to support national (economic) independence further

(Oktay et al., 2021).

On the other hand, state intervention was pushed back to be used only in areas where
the private sector was insufficient. In addition to SOEs that were officially
established in 1938 with Law No. 3460, the fact that the economic conditions at that
time were not strong enough to realize development by the private sector brought the
active performance of the SOEs at least until the 1980s. Thus, the government of the
time, the Democratic Party, continued state intervention in the market. In fact, SOEs
were active in production of industry products needed in the internal market of the
country (Kepenek, 2013). In this context, it can be said that Tiirkiye did not deviate
from the line of statism until the 1980s. Particularly between 1950 and 1980, it is
observed that SOEs developed significantly both in terms of quantity and quality.
The use of an official definition for SOEs in Article 119 of the 1961 constitution also
underlined the institutional importance attached to SOEs. However, reasons such as
the Oil Crisis shock in 1977 and the decrease in the effectiveness of SOEs, due to the
importance given to privatization, forced the government to change the economic
strategy. After 1980, due to the desire to fulfill the market's needs and demands and
the transformation of SOEs into increasingly loss-making institutions, the transition
from the import substitution industrialization model to foreign-oriented
industrialization and free market conditions was conducted. The importance of the
Washington Consensus in this transition should be noticed. In addition to the
resources spent by the government to support privatization, especially between 1980

and 2000, it was aimed to carry out the process in a more coordinated manner with
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the establishment of the Privatization Administration. Between 2000 and 2003, the
period also constituted external pressure to implement privatization further.
Tiirkiye’s desire to join European Union, therefore trying to adopt EU policies, and
IMF’s pressures accelerated the new period of reforms for SOEs in Turkey.
However, the reform process of SOEs did not mean actually reforming them. On the
contrary, reforming meant privatizing them (Oktay et al., 2021). While the policies
weakened the central control over SOEs between 2003 and 2011, the principle of
ruling based on profit-loss financial calculation came into effect for those that could
not be privatized. This only criterion of profit-seeking and deciding purely based on
financial expectations ensured that SOEs would play the game based on free-market
economic principles. The contribution of SOEs to the national GDP gradually
decreased as their importance in the eyes of the government. In fact, they generated
up to 16.6 % of GDP in 1986, 13% in 1990, and 13.4% in 2002, but only 4% in 2006
(Altunbag & Tiirkoglu, 2015). By 2014, many SOEs in critical national security
sectors, such as electricity, telecommunication, and sugar production have been
completely privatized. On the other hand, another strategic sector of port
management was partially privatized. By 2015, they continued to be ruled based on
profit-seeking mechanisms with purely commercial objectives and were also
influenced by the international standardization of norms. With Tiirkiye transitioning
from a parliamentary system to its unique presidential system under the rule of
Erdogan in 2018, the authority to control SOEs was given to the president himself

but was kept as a passive element by then.

In sum, the fall of SOEs has been as quick as their rise in many countries. By 2010,
many countries around the world abolished the SOE method to develop the economy
and spend enormous sources to support their private sector. On the other hand, some
developed and developing countries like Tiirkiye did not abolish the whole idea but
kept their share in the market at a minimum level, trying to balance the free market

economy with limited SOEs. These SOEs were not, however assigned the same
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duties as they were before and their share in the market has been gradually decreased
by related policies. Moreover, there has been almost no country left that had a
political agenda regarding the use of SOEs either in domestic or foreign affairs.
However, there has been one specific country that followed almost the exact opposite
direction of what many countries have done and what the OECD, IMF, and World
Bank suggested: China. In fact, as of 2021, there are a total of 150,000 SOEs in the
country, 98 of which are at the central nationwide level (CGTN, 2021; SASAC,
2022). With a total assets value of 259.3 trillion RMB (equivalent to 39 trillion
USD), Chinese SOEs constitute a greater share of the economy. As many of the
central SOEs are also on the list of Fortune Global 500, they also constitute a
national pride abroad. Because of their strong economic standing, they also receive
prestigious respect abroad and as seen as the representatives of China. Yet, how
come the same style of SOEs is seen as a burden in the rest of the world but seen as a
source of national pride in China? The answer to this question lies in the
evolutionary reform process China followed, which transformed SOEs from loss-
making economic agencies to profit-making political agencies. In other words,
contrary to many other countries with only an economic perspective, China also had
a political perspective of SOEs. The Chinese case, in that sense, proves that contrary
to what economists from World Bank assume, government intervention in SOE
control does not necessarily mean getting an inefficient and “burden” SOE in the
end. What China understands from the word efficiency, therefore, is hidden both in
economic and political science disciplines. Throughout their reports and guidelines,
the most famous one being the Corporate Governance? of State-Owned Enterprises,

the World Bank has been insisting on freeing the markets, and if any SOE is

21t should be noted here that the understanding of corporate governance does not necessarily reflect
the understanding as the term has been used in the discipline of Business Administration. Despite this
situation, the term corporate governance has been used on purpose both by the Chinese government
and the author of this thesis in order to reflect the strategy of China playing the game based on World
Bank’s rules. In other words, the corporate governance structure has been implied by China to show
its adaptability to international standards whereas it also ensures the rules will be set up by the
government based on their own values on the other side of the spectrum of political governance.
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necessary and impossible to abolish, then it should be ruled with no political
influence so that the SOE can perform like a private company, making the market
dynamics more efficient. To support this argument Aharoni provides examples from
Africa and argues that the economic patronage political leaders get from SOEs
personally and seeing SOEs as a wealth source for their personal financial conditions
proves that the political interference to SOEs is making them inefficient (2000).
Contrary to African countries, countries like Brazil, Chile, Peru, and Thailand could
partially remove political pressures over SOEs and increased their performance. In
contrast, Germany and Austria reformed them as wholly independent from political
agenda and therefore hosted the most effective SOEs (Aharoni, 2000). From this
view, it is possible to argue that Chinese SOEs were expected to perform poorly.
However, thanks to the reforms implemented throughout the last decades, the
Chinese system allows neither any politician to seek personal financial gains from
SOEs nor SOE managers to see SOEs as a source of wealth. Especially since the
current leader Xi Jinping came to power in 2013, the anti-corruption campaign of
China has been considered as an important step. But China’s SOE reforms’ perfect
balancing between the economic independence of SOEs and political ties turned

them into effective profit-making political agencies.

This chapter provided the general understanding of the core principles of Chinese
politics and the traditional understanding of developmentalism and SOEs. It has been
seen that maintaining party primacy has been seen as the most important objective
and that desire for regime security has either a direct or indirect effect on every
decision taken. Additionally, the meaning of economic development appears to be a
matter of life and death for the CCP and serves as a survival strategy as their core
ideological background of socialism necessitates sufficient living conditions for each
citizen. This obsessiveness of party primacy and economic development also
explained the solid integration between the party and state and how CCP became an

inseparable part of the state. As economic development means more for China than
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any other country, the discussion continued with understanding the classical and
Chinese versions of developmentalism. While the former was shaped based on the
experiences from WW?2 and under the conditions of the USSR threat, it created itself
in a Keynesian scheme. However, with Bretton Woods and the collapse of the USSR,
the popularity of developmentalism has decreased. On the other hand, the latter one
of Chinese developmentalism provided a completely different framework with
ideologies of priorities taken in the core. While Mao’s era focused on ideological
conflicts, Deng downgraded ideological fights and focused on practical use.
Therefore, Chinese developmentalism is concluded to be unique in the sense that it
balances economic liberalization with the political authority of the CCP. This
balancing attitude showed up most in the transition of SOEs. Therefore, the chapter
lastly focused on the understanding of the SOEs. It has been seen that SOEs appeared
mostly when governments felt the need to intervene in the economy to fix it,
especially after WW2. However, together with the decrease of developmentalism and
IMF and World Bank’s enthusiasm to transform economies into private-led ones,
SOEs were gradually abolished. Moreover, as detailed in the Turkish case, the belief
that the more politicized SOEs, the less effective they will be continued and shaped
the general understanding of the ineffectiveness of developmentalism. Yet, as this
thesis argues, the Chinese case provides a different story to analyze. Their successful
transition from loss-making economic agencies into profit-making political agencies
is based on the core features of the reforms Chinese SOEs were undergone.
Therefore, this aspect takes our discussion into analyzing the Chinese SOE structure

and history in more detail in the following chapter.
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CHAPTER 3

CHINA’S STATE-OWNED ENTERPRISES

To differentiate them from the traditional understanding of SOEs in other countries,
this chapter will focus on the unique characteristics of the Chinese SOEs. The fact
that they were as inefficient as they were in other countries leads us to ask the
question of which reforms have been implied to transform them into effective
agencies. Therefore, the reform process of Chinese SOEs appears as a crucial field to
discover in this chapter. While the evolution of them throughout the last decades will
serve as a guiding source to shape the discussion, it has been noted that new agencies
are established and involved in the reform mechanism. Therefore, the agencies and
mechanisms in the SOE system will also allow us to understand the political and
non-political governance role government plays. Therefore, the government's role
will be taken from a broader concept and analyzed beyond being a shareholder. The
chapter will first provide reasons for the existence of SOEs in such a modern
economic system and then will follow the chronological order of reforms made since

the Mao era.

3.1. Reasons for Chinese SOEs to Exist

When considering the fact that state-owned entities have been active enough even in
the imperial times in many regions around the world, the question of why such a
modern economic system like China needs them in modern times appears. The

biggest actors in the private sector of China are seen as among the most successful
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companies worldwide in many sectors ranging from technology to construction.
However, despite having a stable and strong private sector, China presents a unique
understanding of SOEs and makes them needed in the country by assigning them
crucial and even strategic roles in the long run. These roles are also crucial to
understand the potential SOEs might have in implementing the BRI and how SOEs
can be used by the government in the same process. In other words, the overall image
SOEs have in the eyes of the government also signals their role in government
policies and initiatives like the BRI. The four classical reasons of SOES' existence in
other countries, which are generalized under the categories of economic, political,
fiscal, and social reasons, do not fit into the Chinese case. In other countries, the
political reasons refer to the political economy aspect, again in line with the
economic desires of that country but in China the political reasons present the purely
political aspect. Regardless of how well the private sector will do to support China’s
economic growth as well as its national political goals, the four main reasons for
SOEs to exist can be said to be putting them in an indispensable position in the
Chinese economic and political system. First, the Constitution of the People’s
Republic of China clearly states in the first article that “the People’s Republic of
China is a socialist state” and that “the socialist system is the fundamental system of
the People’s Republic of China” (National People’s Congress, 2023). Besides its
political implications in how the country is ruled and how the executive, judiciary,
and legislative bodies are shaped, being a socialist state brings strict economic
policies and strong ties between the government and the economic agencies, which
are supposed to be all public. Although China experienced a transition from a wholly
socialist idea of economic structure, i.e., a centrally planned economy, to a market
economy and currently has a huge private sector, SOESs' role is still applicable and
seen as the base of economic structure. In other words, the existence of SOEs, even
in the sectors where there is no need for them, proves that China is a socialist state
and has control over every corner of the economy. In that sense, it would not be

wrong to say that even if SOEs would have no practical function and would not
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contribute to the economy, they will continue to exist and have a crucial symbolic
role both within and outside China. However, the fact that they are also assigned an
economic role signals the second reason for their existence. As one of the most
significant national objectives of China is to maintain stable economic growth. Yet,
in such a dynamic world where there can be a sudden military conflict, or a sudden
pandemic shrinking the economic, political, and social structures of many countries,
the goal of maintaining stable growth in the economy needs a backup plan and
resources. In that sense, SOEs are also the financial resources for the Chinese
Communist Party and constitute Plan B to consult if any economic scarcity occurs in
the forefront economic institutions. Moreover, should there be any market failure in
the system caused either by the state or private actors, SOEs act as the remedy and
easily hide the problems of the market, helping the government to maintain economic
growth on paper. Especially before the SOE reforms, this has been used many times
by the government as they were allowed to transfer the resources between agencies
and as SOEs did not have a separate profit or a budget. Third, SOEs are the main
drivers of strategic industrialization for government-decided sectors. In fact, after
2003, SOEs have been mainly active in the seven key industries, which are mostly
the sectors related to the country's national security both geographically and
practically, declared by the SASAC. As a socialist state hosting a partial market
economy, the government still has the right to decide which sectors will be
developed, and which will be eliminated to access government resources. Regarding
industrialization goals, SOEs allow the government to have an enthusiastic company
in the sectors that some private companies are unwilling to enter but that the
government sees as crucial to improve. The fact that the key sectors driven by SOEs
are decided by the government also overlaps the economic and political objectives,
showing SOEs' direct contribution to the political agenda. Lastly, SOEs under
government control of various levels create small societies for the citizens. Providing
employment to over 70 million citizens and constituting at least 9% of the country's

employment rate, SOEs are crucial to fulfilling the socialist goal of providing
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sufficient life conditions for every citizen (World Bank, 2019). In fact, they serve the
people and have a social meaning. The housing, health, pension, education, and other
types of facilities provided to SOE employees allow them to feel in an SOE society
that many would like to become part of. Especially during Mao’s time, SOEs were
supposed to provide a workshop of the big national factory with danwei units which
brought social welfare to the workers (Li & Brodsgaard, 2013). These four main
reasons are at the core of the existence of SOEs. However, as this thesis also argues,
SOEs are not just effective within the borders of China but also outside of it.

Therefore, new core functions of SOEs will also be discussed in the next sections.

3.2.  Evolution of SOEs

The four main reasons for SOE's existence puts them in a unique position in the eyes
of the government and therefore, make them a unique policy tool as well.
Nevertheless, as the policy objectives differed, so did the main structures of SOEs,
allowing them to adopt the new conditions more effectively. When their evolutions
are analyzed, three main phases can be agreed upon by scholars: enterprization
(1979-1992), corporatization (1992-2003), and concentration (2003 and so on).
Although, at first, their evolution draws a picture of an unstable process, their change
is in parallel with how the government’s view towards them changes, i.e., how they
are used as a tool for the government. The first transition phase of enterprization
started when the low efficiency of SOEs was noticed by the ruling government under
Deng Xiaoping. As dependent entities with no separate budget and profit, SOEs were
under the direct control of top-level politicians, making them government-affiliated
organizations serving a centrally planned economy. However, the low motivation of
SOE leaders, malfunctioning, and lower productivity rates signaled a problem in the
SOE system, starting the process of enterpritization. Although they were inspired by
the Japanese business group's model of keiretsu in which a large commercial bank is

a central actor of the group and provides financial resources and government
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monitoring, the Chinese preferred to draw a clearer line between financial and non-
financial, i.e., industrial, SOEs (Lin, 2017). Therefore, instead of creating business
groups by taking a bank in the center, they had a non-bank finance company and
shaped the reforms based on that. The phase’s main objective was to transform them
into autonomous economic productive entities functioning again under a planned
economy. Law of Industrial Enterprises Owned by the Whole People, in that sense,
allowed SOE managers to take more power and responsibility. The experiments of
fang quan rang li from 1979 to 1986 and the contract management responsibility
system from 1987 to 1992 also enhanced the practice of the law. While the first
allowed government to choose the SOEs with the bigger potential in the future, the
latter specified the distribution of power, profits and obligations between the
government and the SOE manager (Jin et al, 2022). At first, SOEs’ production
increased, signaling a positive outcome of the new law. Because while the first
practice made managers motivated to give more revenue to the state, the latter
allowed them to bargain with the state to protect their own interests. However, the
fiscal revenue the state was getting, in the end, remained the same, which Li and
Brodsgaard argue to be due to the information asymmetry and principle-agent
problem (2013). After SOEs were getting more and more enterprized, the second
stage of corporatization was put into effect under the leadership of Jiang Zemin,
aiming to turn them into stockholding companies with crystal clear duties and
authorities. While the border between government and SOE functions was blurred
before this reform’s law of Company Law, released in 1993, the new reform allowed
them to be more like an individual corporation. However, Company law also gave
incentives to other types of companies as well, causing some SOEs to decrease their
productivity. In fact, more than 60% of the largest SOEs were lossmaking, causing
the government to implement their zhua da fang xiao policy of keeping big and
letting go of the small SOEs (as cited by Li & Brodsgaard, 2013). The main
evolution step for SOEs to become a crucial element of BRI implementation, on the

other hand, starts with the third phrase of concentration. The establishment of the
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State-Owned Assets Supervision and Administration Commission (SASAC), in that
sense, is a crucial characteristic of this phase and allows the control of government to
increase over SOEs because all the SOEs then became under the direct control of
SASAC. In fact, it is redefining the relationship between SOEs and the state. The
advantage of this phrase is the fact that it both increased the party effect over SOEs
and also made them commercially capable of competing in the market not just within
China but also outside of it. The organizational advantages SASAC brings also
further accelerated the government favoritism towards SOEs. With SASAC’s
leadership as the central control body of all the central SOEs, the loss-making burden
of the government turned out to be profit-making enterprises, which then increased
their significance for the government. This dual advantageous relationship also
created a vicious cycle for them to strengthen each other further. The SASAC
structure and its effects on SOEs will be further analyzed in the next sections, but it
is also crucial to note here that SASAC has all the legal powers as a shareholder but
initiate more than shareholder control over them. In fact, Lin argues that it plays the
roles of a “regulator, shareholder and sometimes manager” (2017, p.596). Some
supportive mechanisms like rotating top executives, managerial rights over different
levels of execution, and overlapping positions with the CCP through a cross-
appointment system also tightened the centralization of control mechanisms in the
hands of one unified agent of SASAC. This centralization will be important in the
further analysis of this thesis as it allows the political agenda to be implemented
more effectively in areas where CCP cannot access as a political party. The SOEs, at
this exact point, will represent CCP and the government initiatives in a de facto way
through the control of SASAC. In 2013, the government deepened the reforms and
its control over SOEs through classified management system, capital-based
management and mixed ownership reforms, all of which carried the party leadership
to a higher extent. The Guiding Opinions on Deepening the SOE Reform, released in
2015, on the other hand, required SOEs to incorporate Party-building work into their

corporative governance (CCCPC State Department, 2015). The same reform also
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redesigns the governance bodies as three boards and one management team; Party
Committee, Board of Directors, Board of Supervisors, and one management team at
corporate level. In fact, the constitution of the Communist Party of China Article 33
clearly states the duties of the Party Committee over SOEs as tracking the SOE and
ensuring that each of their activities are in accordance with the party principles and
strategies (CCP Constitution, 2022). The overall picture of the reforms of SOEs
presents that the government addressed economic concerns when economy is more
of a important statue nationally at that time and addressed political and social

objectives when non-economic factors are on the agenda (Jin et al., 2022).

Throughout the reform process, China followed several unique steps to reshape its
SOEs and turn them into effective political tools. These steps were designed to
address various challenges seen in the former SOE management. Turning them into
financially independent agencies further accelerated the profits they made and
allowed the government to eliminate the loss-making ones. While cutting the
financial dependence of SOEs and providing them the independent ones, they
ensured the political dependence of SOEs by implementing the ex-ante system, i.e.,
giving the power of veto to the party committee in each SOE and appointing the
managers from the Party committee directly. The government also did not ignore the
problem of the lack of motivations of SOE executives back then and increased the
motivations of them via responsibility contract management system, which
recognizes the efforts made by the executives to fulfill government desired
outcomes. China actually followed most of the World Bank’s suggestions that SOEs
should have a private company style of bodies such as board of directors. In parallel
with this suggestion of the World Bank, government restructured the management
systems of SOEs into “3 teams and 1 management” structure but it also protected its
Chinese characteristics of party dominance and played the game based on World
Bank rules. As its core to every activity in public life, the government ensured the

parallelism of each action of SOE with the general principles and strategies of CCP.
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Intra-party supervision, in that sense, also ensured the appropriateness of all SOE

actions from top to bottom based on the party principles.

3.3.  Mapping the SOE Networks

The mechanism SOEs are ruled and controlled is of crucial importance to
understanding the further analysis of this thesis. Before the establishment of SASAC
in 2003, the SOE networks and control was in a complex, multidimensional, and
party-led structure under various state department and ministries. The lack of
coordination between these departments, on the other hand, was also seen as a
challenge for SOEs to become successfully ruled and produce efficient outcomes.
Whereas with the SASAC being the main controlling agent over all industrial SOEs,
the coordination problem was largely solved. Understanding the SOE network within
the SASAC framework is also important to specify the specific effect mechanisms
the party has over the SOE and to clearly identify the actors and types of
relationships those actors have between them. While SOEs, SASAC, government
agents from various administration levels, and financial institutions are among the
core actors in the network map; ownerships, alliances, human capital resource
exchanges, and supervisory affairs shape the relationships between them. These
actors and relationship types are also the main prior dynamics when SOEs are
turning out to be the de facto ambassadors of the government for BRI

implementation overseas.

As Chinese policies draw a crystal-clear line between financial and non-financial
sectors in every field of business, it is not surprising to see that the Company Law
also differentiates between them. Whereas financial SOEs are assigned under the
control of the Ministry of Finance, non-financial and industrial SOEs, which will be
the focus of this thesis, are assigned under the control of SASAC. Yet, both Ministry

of Finance and SASAC are under the direct control of the State Council, a strong
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element of the CCP, signaling the party-state-centric model of SOE management
design. SASAC controls the core company of SOEs, whereas each core company has
various sub-divisions in different fields, such as the listed company, finance
company, and research institutions. The core company decides the group’s
development strategy and is the bridge between the state and the company’s lower
levels. It transfers the information from below, commands of the above and gives
advice to the upper level of SASAC. The listed company is the most apparent one
due to being the image or the symbol of the group for the outsiders although their
subsidiaries are among the most effective ones. When the group will be listed in
other countries' stock exchanges, for instance, the listed company represents the
group and gets listed. Despite the strong hierarchical control of SASAC over the
below levels, SASAC’s control over subsidiaries is the most indirect and the weakest
one. This vertical and multi-layered structure can be understood as institutional

bridging and the system outcome as a network hierarchy (Lin, 2017).

Most of the BRI projects require financing of BRI directly from either financial
SOEs or Chinese-led international organizations like Asian Infrastructure Investment
Bank (AIIB). This also requires coordination between two separate types of SOEs,
financial and non-financial ones. The key coordination in the current model is
conducted through the State Council directly, ensuring the control of the party and

the availability of the proposed project for the political agenda.

Although such a mechanism provides the best system for SOEs to effectively control
their own interests and contribute to the national objectives of the CCP at the same
time, not every agent in the network seeks the same priorities. In other words, it is
possible to have conflicting interests of different state organs, both of which have
control over SOEs. Even though the conflicting agents performing within the borders
of the country might be bigger in number and more intense in terms of the desires

they have, for the purpose of this thesis, the most important conflict of interest
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appears between those of the Ministry of Commerce (MOFCOM) and those of
Ministry of Foreign Affairs (MFA). Moreover, the fact that SOEs’ partially
independent structure allows them to be separate companies and therefore gives them
the ability to interpret the national policies to follow abroad makes SOEs strategic
decision-makers between the interests of MFA and MOFCOM. Chinese leaders
mainly steer SOE activity through broad targets and principles, which gives SOEs a
possibility to understand those targets and principles in a way that will also overlap

with SOE’s own interests.
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Figure 1: Ownership Structure of Chinese SOEs
Source: Designed by the author.

3.4. Relationship between the Government and SOEs

Besides the vertical relationships between SASAC and SOEs, scholars also analyze
the cooperation or command relation between the government and the SOEs. It is
important to emphasize the fact that, as was discussed in the first chapter of this

thesis, the government exactly refers to the Chinese Communist Party and that the
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Chinese Communist Party exactly refers to the government of China. In that sense,
due to the natural structure of the Chinese political system, throughout this chapter,
two words will be used interchangeably. When it comes to analyzing the
government's relationship with SOEs, two sides shaping most of the literature appear
as the negative approach and the positive approach. The negative approach takes
SOEs purely as independent entities. From this perspective, an SOE decides which
projects to enter, which to avoid, or based on what criteria they will choose a target
country to go global. While the main objective of this approach argues that an SOE
takes only the commercial benefit they will gain at the end and therefore acts with no
difference than a private company, it totally ignores any possible effect the
government may have over the decision-making or implementing process of SOEs.
On the other side of the spectrum, the positive view, on the other hand, turns the
scenario upside down, by arguing that the government is the ultimate decision maker
and the SOEs are just the tools in the hands of the government with no preference or
desire. However, by analyzing the framework SOEs are conducting their activities in,
one can clearly argue that both sides have strong proofs to be supported but neither
the positive nor the negative approach can explain the SOE activity alone. To
provide an alternative to this dilemma, Nie offers 3 theoretical models to differentiate
the types of relationships between the government, in a general sense, and SOEs: The
instrumental approach, cooperation approach, and weak connection approach (2022).
The instrumental view suggests that the Chinese SOEs are state agencies and
therefore they are as concerned as other state agencies to support and achieve the
national objectives of the central government. In other words, they are the “proxies
of the government or the designated executors of China’s national strategies” (Nie,
2022, p.385). With the economic terms, the government turns out to be a grabbing
hand to control SOEs. This approach also explains why SOEs prefer the interests of
the state in scenarios where the state’s and shareholder’s interests clash with each
other. Top executive officers of key SOEs, who are all appointed by the party and

also are CCP members, always seek the best outcome for the government, even if
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they know that it will hurt the shareholder’s financial or non-financial interests. The
second approach of cooperation can be described with again the economic term of
the government’s helping hand. This approach is especially applicable to the foreign
activities of SOEs, such as the projects under BRI, and refers to the situation that
government takes the responsibility to prepare the appropriate conditions for SOES to
enter the specific market/project, coordinates all high-level meetings with other
countries’ authorities and make the other country ready to welcome Chinese SOES
while also motivating its SOEs to conduct such a project, bringing the win-win. In
other words, the cooperation argument suggests that “the government setting up the
stage and SOEs performing” (Nie, 2022, p.386). The third approach of weak
connection argues that the de jure independence of SOEs allows them to adapt,
modify or subvert government policies and argues that there is no significant
relationship between these two agents causing any specific outcome. However, this
last approach has been provided just as a possible scenario while the strong ties

between them are agreed upon by scholars around the world (Nie, 2022).

3.5. Political Governance of Chinese SOEs

SOEs are unique agencies not just in terms of their ownership structures but also in
terms of their governance mechanisms. In other words, SOEs have combination of
both corporate governance mechanisms and also political governance mechanisms.
Corporate mechanism refers to the classical private enterprise followed design of the
governance with related managerial bodies like the board of directors or supervisors
etc. As might be expected, in corporate governance structures the managerial bodies
of the companies work solely to provide optimum outcomes for the shareholders,
which are usually defined as the maximum financial wealth the owner might get
from the economic activities of the company. In the case of China, the corporate
governance structure of SOEs also requires them to be legally bound by the

Company Law of China released in 1993. The political governance mechanism, on
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the other hand, brings special objectives to SOEs decided by the government. In that
sense, 4 main pillars of SOEs to fulfill political governance can be listed as follows:
state ownership, cadre management system of the party, participation in decision
making and intra-party supervision (Jin et al, 2022). As discussed in previous
sections, the ownership structure of SOEs differs. From those private enterprises and
make them legally owned by the state, which then shows every action by any
political agency over SOEs legitimate because at the end of the day they are the
owners of that company. However, it might be crucial to note here that official
document and speeches from Chinese authorities clearly states that SOEs, just like
every other government asset, are wholly owned by the whole people. Yet, the idea of
government are given control of the will of the people puts them in a legitimate
position. Therefore, ownership relations between the SOE and the government can be
seen as a crucial one to legitimize the next three pillars further. The second pillar of
the party’s cadre management system is, on the other hand, where the actual political
influence appears in the rule of SOEs. The general principle of this system indicates
that the top executives of key SOEs, which are again decided by the government, are
appointed by the central committee of CCP, whereas executives of non-key SOEs are
assigned by SASAC, which is under the direct rule of the State Council. The SOE
executives appointed by the cadre system are both managers and also quasi-officials
with certain political titles within the party. While the system ensures that executives
are chosen among the people who are all acting in line with the party’s political
ideology and fully understand the principles and necessities it brings, the executive
officials appointed to top managerial levels are aware of the fact that they are
bounded by both the party rules and by the Company Law and that they have to
balance both. However, appointing the executives does not guarantee that execution
will be smooth and bring the pro-party agenda to the table. To be able to take
measures, when necessary, the government also implements the ex-ante and cross-
appointment systems as the third pillar and actively involves in the decision-making

processes of each SOE. The ex-ante system is designed to ensure the party is
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informed and approve all the decisions made by SOEs. If any unwanted decision is
put in the agenda, the party committee has a right to veto and therefore suspend the
execution of that decision. In that sense, the ex-ante system stands out as the most
concrete and strong tool to influence and redirect any SOE decision. However, the
veto power is supposed to be a rarely used tool in the hands of the government
because the cross-appointment system already ensures that the decision makers are
all in line with the party and has no agenda in their mind but the party’s one. The
cross appointment, then, refers to the appointment of the official party members into
decision making bodies and they continuously rotate among similar committees of
different SOEs. The last pillar of intra-party supervision, monitors and reports the
general performance of SOEs and is directed under the discipline inspection

committee.

The market-oriented recruitment system is also among the crucial elements of SOE
employee selection, which also ensures a strong political overlap with the party.
While the fact that they are chosen from the labor market implies that they have an
intense internal competition between them, it has been used many times as a
common criterion to choose SOE employees. In fact, by 2012, 141 positions at
various levels were required to be chosen via this system and the committee chose
600,000 managers, all of whom could maintain their political identity and the

benefits it brings (Jin et al, 2022).

Hosting more than 150,000 SOEs in its territory, controlling SOEs also requires the
government to categorize them to make them more manageable. This categorization
significantly effects the dynamics between different levels and types of SOEs and
also the nature of the relationship between the government and the SOE. The local
level SOEs for instance are considered among the most competitive ones as they
compete with the same levels of SOEs from different regions with similar success

stories. The central level ones, on the other hand, are those seen as the most
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successful ones worldwide and therefore have a better chance to be the monopoly in
their specific field of work. While the levels an SOE affect the possibility to be the
de facto ambassador of China abroad considerably, it will be discussed in detail in
the third chapter of this thesis. Yet, the types of SOEs should be mentioned here as it
also decides how much the government will intervene in a specific SOE with which
tools and how likely the government will see a specific SOE type appropriate for

going global.
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Figure 2:Ownership, Supervision and Decision Making Processes of SOEs

Source: Adopted from Jin et. al. (2022), ownership structure detailed by the author.
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The Guiding Opinions on Functional Definition and Classification of State-Owned
Enterprises, released in 2015, provides clear guidelines to differentiate different
types of SOEs and categorizes them into 3 types: commercial SOEs, commercial
SOEs in strategic industries, and SOEs in utility industries. The commercial SOEs
draws a picture of the most independent SOE type. Their activities are mostly
directed by the commercial interests and because of the high competition rate in the
sectors they operate, they adopt the idea of the survival of the fittest and act based on
that. Although it is impossible to think any SOE totally independent of the party, it
can be argued that commercial SOEs are the least influenced by party interference
and political agenda. The main objectives of them include improving the vitality of
the state economy and increase the value of the state assets (Jin et al, 2022). The
second type of commercial SOEs in strategic industries, on the other hand, are
scrutinized by the party at a considerable level as they operate in key sectors like
infrastructure, telecommunication military equipment or artificial intelligence, all of
which are seen as a matter of national security and economy. In fact, the Made in
China 2030 initiative declared by the CCP declares China’s national goals of being
the leader of such industries in the world by 2030. Therefore, commercial SOEs in
strategic industries are the most influenced one by the party and the political agenda
but this also brings them the unique prestigious advantage to be the one going global.
The last type of SOEs as those in utility industries works almost with a non-profit
principle as they serve for the people and public good usually within China. They are
also considerably affected by the political agenda but in a more domestic politics

level.

This chapter provided the unique transformation process of SOEs and analyzed how
the government maintains its political control over them. Starting from the main
reasons why the Chinese government still keeps SOEs in its system, it has been seen
that SOEs have economic, political, and symbolic functions. Transforming them

from loss-making economic agencies to profit-making political agencies became
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possible thanks to the three-folded evolution processes of enterprization,
corporatization, and concentration. While the discussion on the characteristics of
these phases deepened the understanding, the map of the SOE network provided the
list of agencies involved in the typical anatomy of SOE functioning. The solid
presence of SASAC and Party Committees emphasized that SOES' state relations go
well beyond the state just being a shareholder. This strong existence leads the
discussion to differentiate political and non-political governance of the government
over SOEs. In fact, while SOEs have to follow Company Law due to their official
status of being a private company, mechanisms of political governance such as cadre
management system, ex-ante veto system, and intra-party supervision allow the
government to perform its political governance over them. The clear-cut distinction
between financial and non-financial SOEs governance also pointed out a significant
hint that will be further important to note in the following sections. It has been seen
that the party is quite active in every stage, from ownership to internal decision-
making. As this chapter concludes, the way political governance over SOEs reflects

itself abroad stands out as a new field to discover in the following chapter.
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CHAPTER 4

BRI AND CHINA’S ECONOMIC DIPLOMACY THROUGH SOEs

The discussion in the previous chapters allowed us to see the internal dynamics of
Chinese SOEs and their importance for the domestic approach. However, as this
thesis argues, the developmentalism of China also has a different phase of focusing
on outward performance. In fact, this outward performance is mostly done by
Chinese economic diplomacy. This fact brings our discussion to the next step of
analyzing the core aspects of Chinese economic diplomacy. Although a brief
historical aspect should also be covered to understand the background, the BRI will
constitute an active case study to observe such diplomatic effects with a huge
geographical coverage around the world. The BRI will also constitute a new phase in
Chinese developmentalism, shifting focus from internal to external activities.
Therefore, the need of understanding BRI’s domestic and international meaning also
appears to be discovered in this chapter. After providing the general dynamics and
approaches of BRI, the role of SOEs in practical implementation will be analyzed. In
fact, Nie’s three models (independent SOE, SOE +Government, and Government +
SOE) will provide a robust theoretical model to categorize implementation flows,
each of which assigns different roles to SOEs with different powers. While the first
model will provide the most political SOE profile and therefore have the most power
over the government, the third model will draw the picture of SOEs purely as
government tools. However, at this point, the differentiation between political and
non-political roles needs further explanation. In that sense, the political scenario will

be taken as when SOE has more than one path to follow to achieve the same
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objective of the government but with different non-economic priorities taken into
account. In other words, it will present a case where SOEs have the ability to
interpret government principles and become agencies to influence and manipulate
the political dynamics. Lastly, to demonstrate the main argument of this thesis, the
practical powers of the government and SOEs over each other will be explained one

by one and provide proof that they have turned out to be each other's political tools.

4.1.  Chinese Economic Diplomacy

Since the opening-up policies of China under Deng Xiaoping starting in 1978, the
country has gradually increased its economic and political power on the world stage.
The sharp increase in foreign direct investments in the country, saving 800 million
people out of poverty, quick industrialization making China the factory of the world,
and doing all these under a non-Western development path grabbed significant
attention from scholars from many disciplines. Yet, in addition to statistical numbers
proving the successful development of China, the key feature, Chinese economic
diplomacy, making all these happen should also be analyzed. Throughout the
diplomacy analysis of the country, Deng’s principle of feeling every stone while
crossing a river can be seen clearly. In other words, each leader is supposed to make
their own shift in diplomacy preparing the system for the next move under the rule of

the next leader.

As discussed earlier, Mao established the ideological and political structure of
today’s China. His revolutionary characteristics did not just reflect in domestic
politics but also carried this revolutionary perspective to external affairs. In fact, his
revolutionary diplomacy focused mostly on networking with the external groups that
would support and strengthen the revolution both at home and abroad. Deng
Xiaoping on the other hand, further enhanced revolutionary diplomacy by adding the

elements of developmentalism for China. Deng’s development diplomacy, in that
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sense, ensured domestic reforms and economic developments to create a base for
global China, i.e., a major country, under the rule of the next leader. As he refers, by
hiding their capacity and biding their time, they developed their external affairs in a
quiet way to ensure the external support they will get when they appear on the global
stage. Contrary to Deng’s patience, Xi draws a more assertive picture of Chinese
diplomacy with more ambitious and concrete objectives. Thanks to his major country
diplomacy with Chinese characteristics, China is apparent at the global stage more
than it has ever been. Especially with his brand initiative of Belt and Road, the
Chinese way of seeking interdependence between countries and win-win cooperation

has been the main focus of Chinese diplomacy.

The involvement of BRI to the Chinese economic diplomacy shaped the academic
discussions around various concepts such as infrastructure diplomacy or heritage
diplomacy. While the first refers to the Chinese’ reliance of bridges, roads, ports or
other strategic infrastructures abroad, the latter focuses on BRI’s objective of
achieving people-to-people connection under the community of common destiny (A
s #E[AAA- ren lei ming yun gong tong ti). Despite the changes in their focus,
most of the concepts scholars use refer the state-centric focus as well as the dominant
role CCP plays. In fact, while McConnell and Woon gives credit even to
interpersonal relations of Chinese diplomats abroad, they argue that the state-centric
model of defining diplomacy lacks the understanding of non-state actors playing as
significant role as state ones (2023). It is mostly agreed that diplomacy turned out to
be the central apparatus of the CCP in shaping how the Chinese diplomatic system
functions but the approach proposed by McConnell and Woon further enlighten the
diplomatic role SOEs play in BRI. As referred to as the decentralization of
diplomacy, the non-CCP and non-state players have been granted their positions in
this de facto diplomacy. In fact, the powers and authority of the Ministry of Foreign
Affairs (MFA) were gradually limited and the diplomatic role has been spread to

different actors, one of the most important ones being SOEs. Additionally,
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geographical decentralization also allows non-CCP and non-MFA delegations to be
assigned certain political roles abroad. Shi and Ye refer to this as the “fragmentation

of functions and thereby incentives among actors” (2021, p.175).

The BRI, in that sense, is positioned exactly at the cross-cutting of these two aspects
in Chinese new diplomacy under Xi. In fact, while spatial strategies of the initiative
cover geographical decentralization, the involvement of SOEs turned out to be the
most concrete example of decentralization of diplomacy. In fact, as scholars refer to,
the silhouette of Global China started to appear in every corner of the world. Global
China, as it refers to the unique networking and presence of China abroad with
different categories of institutions, is what makes Chinese diplomacy unique among
all the other countries. Moreover, the historical observations of the change in
Chinese economic diplomacy signal that the Xi era will facilitate such an objective
with non-state actors under BRI’s massive projects. The diplomacy discussion,
therefore, shows the way up to analyzing BRI and the role of SOEs in the

decentralized diplomacy of BRI in the following section.

4.2.  The Belt and Road Initiative (—H#—§)

4.2.1 Defining BRI

In October 2013, Chinese President Xi Jinping made a historic speech at Nazarbayev
University in Kazakhstan. It was not the fact that he made this speech just after
taking the office of General Secretary of the Chinese Communist Party and therefore
became the President almost a month ago, making this speech historical but rather
the messages it carried. He first mentioned the Belt (yi dai, —7%), a modern trade
route following the route of the ancient Silk Route, i.e., creating a new Silk Road to
further awaken the importance of Asia, China, and Central Asia. At first, many

thought it would be just cooperation between China and the region until President Xi
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made his second move a month later during his address to the Indonesian parliament
and mentioned the Road (yi lu, —#%), a maritime route connecting Asia, Africa, and

Europe.

Since Xi Jinping's first speech about the initiative, every speech he made and every
official document published claims that the initiative is not just a trade route; on the
contrary, it goes far beyond and touches people's lives. Contrary to what many
thought when the initiative was first announced, only two of the five objectives of the
initiative is directly related to trade. Stated as unimpeded trade and infrastructure
connectivity, the initiative covers hard infrastructure projects that will fasten the
transportation of goods, mainly exported from China to many countries on different
continents, and therefore, will benefit the enhancement of the overall global trade.
While unimpeded trade refers mainly to the establishment of trade zones and
agreements with other countries to further deepen economic relations, projects under
infrastructure connectivity are of crucial importance (1) to access the markets of
underdeveloped countries in Africa, (2) to fasten the transportation and allow more
productive trade outcomes in the same time period, (3) to reduce the cost of
transportation of goods and (4) to allow landlocked countries with insufficient
logistics infrastructure to become part of the global trade. These four objectives do
not just underline the factory of the world’s, i.e., China’s, leading role in global trade
but also reflect the Chinese understanding of a win-win at the end for those
underdeveloped countries, which will get advanced level infrastructure within their

territories.

Besides unimpeded trade and infrastructure connectivity, the initiative is supposed to

fulfill the following three more objectives:

- Policy coordination: Policy coordination refers not to a specific area of business

but to be achieved in every area. The insufficient know-how skills in many
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underdeveloped countries and the influence of China provide them with an
alternative path to develop their own systems and shape their institutions in line.
Here, it is important to note that joining BRI does not bring any political
conditions to the participating country. However, for those underdeveloped
countries who neither have sufficient resources to develop themselves with the
Western way of developmentalism nor have the willingness to do so for a variety
of reasons, policy coordination through BRI provides them an alternative in
which the resources are already provided either by China or by China led

institutions like AlIB.

Financial integration: The financial integration objective of the initiative is
among the most criticized aspect of BRI by the major economic power of today,
the U.S. Especially with the internationalization of Chinese currency RMB and
with more financial agreements with participant countries, such as SWAP
agreements, the economic growth of both China and BRI countries is supposed to
be gaining more independence from US dollar hegemony. In fact, most BRI
projects are contracted either by using RMB or local non-US currencies. With
prioritizing financial integration, what China is trying to do is not trying to take a
bigger piece of the cake but rather trying to make the cake itself bigger for all,
which will automatically strengthen both Chinese economy and its relations with

BRI countries.

People-to-people connection: The most interesting aspect of BRI appears under
its objective of people-to-people connectivity. It touched upon the rarely focused
level of any political initiative in history so far; the people of the participant
countries themselves. In fact, the people refer to a wide range of citizens in any
country, and the initiative covers many facilities to tie the two countries' people.
In fact, China Aid programs are among the most active ones, connecting

government officials around the world and training them regarding BRI-covered
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aspects of projects. For instance, digital governance, green energy, management,
diplomatic leadership, biodiversity, and transportation technologies are all among
the catalog of training programs provided by the Ministry of Commerce of China,
which aims to increase the knowledge of know-how in participant countries.
Moreover, the Confucius Institutes are seen as the educational ambassadors to
reach the young generations of participant countries and share the common

cultures and heritage around the world.

Analyzing the objectives above, one can clearly conclude that it is not just bridges,
highways, or energy plants that China is building. Rather, it is the upgraded foreign
relations strategy covering spatial calculations and an extension of the going out
approach with today’s dynamics. In fact, it can even be described as the combination
of Chinese periphery diplomacy with hard infrastructure in the spatial matter. The
economic, geographic, financial, and social effects it brings also strengthen this

argument.

4.2.2 Scope of BRI

The scope of the BRI is among the most unique characteristics of the initiative. In
fact, that is also why it has grabbed enormous attention from many major powers
around the world. It is seen as the biggest initiative human history has witnessed. As
of 2023, the initiative geographically covers the countries constituting one-third of
the world population and 40% of the Global GDP (Council on Foreign Relations,
2023). When the BRI first launched by Xi himself, the geographical scope was not
clearly defined, and this allowed BRI to be an “evolving initiative”, signaling another

characteristic of BRI (Bahgecik, 2017, p.55).

As of March 2022, 149 countries have formally ratified their accession to the BRI

and signed the relevant MoU. The fact that even the US alliances, which are known
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around the world for being against BRI, expressed their willingness to take part in
this project increased the prestige of the project worldwide and underlined that the
project has a win-win understanding beyond political interests. In such wide-impact

geography, the project is expected to affect 4 billion people in the world directly.

Although it has been a decade since President Xi declared the initiative, no official
map of BRI has been released. In other words, despite the existence of statistics
showing how many countries are covered by the initiative and the definitions of the
belt, i.e., the railway roads and the road, i.e., the maritime road, no official map ever
included in any official documents. The definitions allowed scholars and
policymakers to draw their own maps and make their analysis based on that, but the
lack of an official geographical map also signals the aspect that BRI is not just a
bunch of technical hard structure building projects but rather carries the elements of
being a soft strategy of foreign policy or, as this thesis also suppose, the spatialized

version of China’s going out policy.

Nevertheless, analyzing the initiative still requires a geographical approach. When
examined geographically, the project draws a modern silk road project, both by sea
and land. Starting from the East coast of China, it reaches almost all continents in the
world, including Mongolia, Russia, north-south Asia, Europe, Africa, and Latin
America, and connects China with 149 countries. In fact, the Belt and Road covers

(BRI Investment Report, 2023):

e 44 countries in Sub-Saharan Africa

o 35 countries in Europe & Central Asia

« 25 countries in East Asia & Pacific (including China)
e 21 countries in Latin America & Caribbean

e 18 countries in the Middle East & North Africa

e 6 countries in South East Asia.
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Although the project attaches great importance to soft power elements such as direct
people-to-people connections, culture, civilization, and policy integration, the
physical connection of 149 countries, first with China and then with each other,
requires material infrastructure projects, such as railway, bridge, dam and port
constructions, to constitute the biggest investment in the initiative. As of 2023, the
total investment spent for the project reached 962 billion US dollars, and 67.8 billion

dollars of this amount was realized only in 2022 (BRI Investment Report, 2023).

4.2.3. BRI from Chinese Domestic Perspective

As can be expected from every sovereign country in the world, every action of the
Chinese Government involves a detailed calculation that will either directly or
indirectly affect its domestic politics. Although the existing literature on BRI is
shaped mainly around the international aspects, for the purpose of this thesis, a

domestic political analysis of the initiative should also be covered.

As discussed in the first chapter of this thesis, the regime's security and the party's
primacy is the top priority of Chinese politics. Regardless of how the global
dynamics change, every decision has been calculated and made in order to maintain
unquestionable party supremacy. BRI, in that sense, provides an internal tool to
maintain a stable regime and to ensure the rule of the Chinese Communist Party
(Rolland, 2017: Eisenman, 2018: Yu, 2018: Jones & Zeng, 2019). Besides the legal
background that already protects the Party from internal and external threats, each
step BRI has been designed, negotiated, decided, and implemented is full of CCP
diplomats and bureaucrats, ensuring the use of BRI diplomacy to strengthen the
CCP’s internal objectives. Additionally, the de facto CCP-led agencies' existence
abroad also strengthens CCP on the global stage. The CCP’s image, therefore,

strengthens with every accomplishment of BRI.
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BRI has been introduced and thought to be the idea of President Xi himself. In fact,

in parallel with his idea of the Chinese Dream (FREZXF-Zhong Guo Meng), he is

determined to make his own unique contribution to China’s development. In fact, all
the terms of the presidents before him had characteristic strategies to shape the
country's destiny. As the foundational leader, Mao could provide a robust system and
a basis that all the leaders after him built upon. His successor Deng Xiaoping allowed
China to be seen on a global stage with his opening-up policy and further
strengthened China’s internal dynamics with the outside effects. Xi Jinping now tries

to build a modern China compatible with the Western modern powers but maintains

socialism with Chinese characteristics (FE4FE#t=3EX- zhong guo te se she hui

zhu y1). In fact, this term covers what Xi’s era adds to the traditional understanding
of socialism, meaning that socialism is re-designed according to the party’s needs
and understanding and therefore turns out to be as what the party decides as new path
to follow. His success so far could be seen as well enough that with the
constitutional change in 2018, he was granted people’s trust and the presidential
term’s limit of two has been removed. He analyzes this extension as in parallel with
the long implementation of BRI and argues that the longer BRI will be implemented,
the longer he will serve as the president and leave his own sign to the Chinese history
for future generations (He, 2019). In other words, his success rate for Chinese people
is also in line with the success rate of his unique project, BRI (Jiang, 2021). Through
BRI, he takes this role to the upper level and contributes not just within China but

outside of it as well (Callahan, 2016).

Parallel with the first advantage of BRI in domestic politics of maintaining party
supremacy, the most important step to ensure it lies in the priority of economic
growth. Especially when looking historically, Chinese society witnessed tremendous
poverty, some of which occurred due to external threats while unstable political

conditions of the era caused others. However, from the 1990s, The Chinese started to
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enjoy the privilege of being middle class and being listed among the super economic
powers of the world. The Chinese belief in the prevention of three evil’s spread is
also affiliated with economic growth. In fact, the three evils, i.e., separatism,
terrorism, and extremism, are thought to be the challenges that can be prevented by
providing more economic development for all, which also explains the
“obsessiveness of economic development by the Chinese government” (Rolland,
2017 pg. 132). Therefore, it can be argued that the Chinese government is seen as
successful in the eyes of the whole people as long as they ensure the economic
growth of the country and sufficient economic conditions for every citizen of the
P.R.C. Moreover, the desire for China to extend its Going Out policy, which started
in the 1990s, under its “upgraded version” with today’s modern dynamics and attract
more investment is also seen as a critical factor that has overlapping goals with BRI
(Rolland, 2017: Ye, 2019: Yu, 2018, pg.225). The fact that BRI provides an
alternative version of the Western model of economic development also highlights

the domestic importance of BRI (Jiang, 2021).

Perhaps the most critical aspect of the BRI’s domestic analysis lies in the use of
SOEs in the implementation of the projects. Although it will be further analyzed in
the following sections of this chapter, it is worth emphasizing here that local
governments have also used BRI to save their Zombie SOEs. Zombie SOEs can be
defined as those that the intense market competition will almost eliminate and those
almost being sold to a bigger SOE or almost being directly shut down by the local
government due to their insufficient efficiency. On the other hand, BRI opens the
door to brand new project opportunities both within and outside of China and gives
Zombie SOEs a second chance to prove themselves. Therefore, the competition
between them is pretty intense and turns out to be politically affiliated in the end.
BRI also allows SOEs to reflect their excess surplus abroad instead of creating a

balloon within the country’s internal market.
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The last approach focuses more on China’s energy security. In fact, when the
existing situation is analyzed, it is seen that China’s energy exports pass through
critical points where American dominance is either seen or easy to be achieved by
Americans. The Malacca Strait, accommodating China’s almost 80% of energy and
oil imports, or the Sunda and Lombok Straits can be given as examples (He, 2019).
Covering not just railways and marine roads but also pipelines and oil lines, BRI, in
that sense, provides a new infrastructural route from all over the world to China and
therefore supports China’s desire for its energy security (De Conti et. al, 2019;
Rolland, 2017; He, 2019). In fact, the role of Central Asia stands out as hosting the
most important BRI route and being the ridge between China and Russia.
Kazakhstan, for instance, stands as the central country for the oil and gas transition,

connecting China with its biggest gas exporter of Turkmenistan (Bitabarova, 2019).

Overall, the motives and meaning of BRI are as crucial as its understanding from an
international perspective. While regime security and party dominance are both, the
core motivations, economic development, enhancing Xi’s personal leadership, and
energy security, can be listed among the other internal factors to further support BRI
in the domestic landscape. While this domestic approach will help the reader to
understand SOEs’ internal position in BRI, the following section will provide the

international aspect of BRI to provide the attitude SOEs face abroad.

4.2.4. BRI from International Relations Perspective

Since Xi Jinping announced BRI, its possible effects on international politics have
grabbed the most attention among scholars worldwide. In fact, although there has
been no explicit agreement neither on the meaning of BRI for international politics
nor on its potential effects on global diplomacy, four main aspects can be listed here
to provide comprehensive coverage of academic discussions regarding BRI from

international relations perspective.
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The first and the most common arguments are shaped around the concept of the
Marshall Plan and seeing BRI as the Chinese version of it. Many scholars agree at
least on the two plans' compatibility. While Shen and Chan argue that today’s global
conditions of malfunctioning markets and disequilibrium of the global order create a
similar situation seen before the Marshall Plan, it should be noted that BRI covers
more objectives than Marshall Plan (2018). In fact, the Marshall Plan first had quite a
particular target of communism, and it served as the helping hand of the US to
Europe both with the hope of re-developing Europe after the destructive WW?2 and
hope of maintaining liberal hegemony to prevent the spread of communism among
the European countries. Moreover, the conditions in which there was an urgent
necessity for the US to intervene immediately to reestablish Europe cannot be seen in
today's world. Although the malfunctioning and disequilibrium cause problems and
signal a potential conflict in the future, there appears to be no urgent deadlock in the
system to be solved by any plan. Despite the fact that many scholars claim that BRI
targets the US hegemony of the global system, the implementation and official
speeches do not target any specific actor. The Comparison of the Marshall Plan and
BRI also leads scholars to focus more on the political and economic rivalry between
China and the US. Scholars mostly agree that Thucydides Trap is seen as where two
powers are headed to in the near future due to their intense rivalry (Li, 2020). The
rivalry between US and China can also be observed via the perspective of power
transition theory, first released by Organski decades ago. In fact, he is thought to
have foreseen China’s rise via internal economic development and its potential to
challenge the hegemony of the US. His theory is based on two assumptions that (1)
the development of a nation will first come from its internal improvements, as can be
seen from the Chinese example, and (2) the international system is shaped by the
hegemon, for today, the US (Kim & Gates, 2015). In fact, whether or not a change in
hegemon will be peaceful or require war will depend on how satisfied the rising

hegemon is with the status quo set by the former hegemon.
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The second approach in the literature focuses on China’s mercantilist endeavor. In
fact, China’s aid to underdeveloped countries in Africa raised some suspicions
among scholars and led them to see BRI as a step to go further. In other words,
scholars are searching for another motive of China to analyze its immense amount of
financial aid to underdeveloped countries, and this motive is thought to be political
(Casmn & Kisacik, 2022). To support this argument, one can pay attention to Jones
and Zeng’s warning that the difference between conducting financially rational BRI
projects and labelling these projects as geostrategic success when they turn out to be
loss-making (2019). Despite these suspicious questions, it should also be noted that
China fears being understood as a neo-colonial power (Ye, 2019). In fact, the third
approach brings the discussion to Chinese exceptionalism, which emphasizes the
difference between being a neo-colonial power and helping the underdeveloped to

develop in a mutually respective way.

Third, Chinese exceptionalism first refers to China providing a new and non-Western
alternative way of development. In a more precise words, China, through BRI,
provides a peaceful alternative to the world for US hegemony (Rolland, 2017).
Focusing on Xi’s words of harmony with difference, China is thought to offer
another way for those tired of following the US. Therefore, scholars agree on the
possibility that there can be more Chinese-looking countries at the world stage in the
future but what makes this situation different is the fact that they will develop with

Chinese exceptionalism with their own will (Jiang, 2021).

The last approach focuses on how China is going to do this. Taking Chinese
periphery diplomacy of BRI as a way to achieve first regional and then global major
role in the future, the importance of soft power is emphasized in this approach. In
fact, with Callahan’s perspective, this will bring a nuanced notion of globalization
and China will achieve it, not dominate but to reach a common good as a moral duty

(2016). The people-to-people connection via soft power elements like educational or
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cultural programs will just serve as the cement infrastructure (Eisenman, 2018). The
fact that China promotes its alternatives while it is still playing the game within the
already established world order with Western led rules, on the other hand, points out

what Benabdallah refers as China’s dual performance (2019).

When the understanding of BRI from international perspective is analyzed, it can be
argued that they are mostly influenced by the recent experiences and by the
stereotypical expectations. Yet these approaches are actually describing the

environment in which the Chinese SOEs will be seen and act when they go abroad.

4.3. Implementation of BRI and The Network Map

Covering at least 149 countries worldwide, implementing BRI requires a
systematically working network of agencies, each filling a certain piece of the puzzle

in implementation.

For the purpose of this thesis, BRI implementation will be divided into three phrases
and each phrase will be analyzed with its own dynamics. It should be noted here that
BRI is a massive project covering 149 countries, including China. As China is among
the biggest countries by land, sufficient infrastructure within China is also required to
be constructed to physically accommodate and link all those projects abroad with
Chinese ones. In other words, in addition to many projects going on outside of China,
SOEs and private companies are also working within China to build BRI-required
infrastructure. For projects within China, SOEs report to SASAC, the project is
subject to the power of the National Development and Reform Council (NDRC), and
the financing comes from domestic banks (Ye, 2019). But as it is counted as a
domestic project and as this thesis focuses on the political power of SOEs outside of
China, the implementation process stated below is applicable to the BRI projects

outside of China. Additionally, it is also applicable to only infrastructure-required
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aspects of BRI. In other words, BRI covers people-to-people connections and
therefore includes cultural and educational exchange programs or training activities
abroad etc., but SOEs play the minimum role in these activities. But in order to
demonstrate the politics of SOEs, infrastructure-required projects of BRI are chosen

as they are the ones SOEs play the most influential role.

The first phase of BRI involvement starts when the government officials of China
meet with participant countries' related official authorities to establish the legal
background to take action regarding the BRI projects. Although full of vague and
blurry sentences, the Memorandum of Understandings serves as the most crucial step
allowing all the further detailed calculations to be possible. Seen as the primary
agreements, they “develop the framework for BRI and lay a foundation for secondary
agreements implementing BRI projects” (Wang, 2021, p.2). In this first phase, the
major actors constitute mainly the official diplomats with their de jure titles. In fact,
to negotiate, ratify and put the agreement into force, the National People’s Congress,
the Central Committee of CCP, and the diplomatic missions of China abroad are the
most crucial actors conducting this first phase. The important distinction of this
phrase from the second and third phrases is that all these actors actually use their

official CCP titles and carry a de jure status.

The second phase of the political and economic relations stage, on the other, presents
the most crucial and intense steps to be analyzed for this thesis as it unlocks the role
of the SOEs as well. In fact, all the projects that fell under BRI first have a parent
company with an official private company status, and that plays a leading role in the
project's construction and the decision makings regarding it. The fact that parent
companies are always chosen from the 98 central SOEs under the direct rule of
SASAC implies that their involvement carries an extension of the CCP to the project
implementation under the CCP official's de facto status as the chairman of the chosen

SOE. In other words, SASAC has de facto political power (1) as it decides which
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central SOE will go abroad for that specific project and then (2) as it has direct ruling
control over the chairman, board of directors, and board of supervisors, and over any
decision of them. BRI project structures are shaped to cover as many Chinese-origin
institutions as possible. Therefore, to ensure the optimum outcomes not just for the
central government but also for the lower level of state agencies, local SOEs
subsidize the central SOEs in given projects. This local-level involvement of SOEs in
BRI projects is the exact one that has carried an internal political involvement among
local actors and the one that SOEs have the higher political effect. The involvement
of Chinese subsidiaries poses three areas, and each has unique rivaling agencies to be

decided by the SOE itself.

The first competition occurs between states and municipalities. In fact, contrary to
central SOEs ruled directly by the central government, many small and medium-
sized state enterprises conduct their activities under the rule of local authorities and
municipalities they are linked to. For instance, while China State Shipbuilding
Corporation Limited and China State Construction Engineering Corporation are
among the central SOEs and are ruled by SASAC, Guangdong Provincial Railway
Construction Investment Group is ruled by the Guangdong Province and Shanghai
International Port Group under Shanghai Municipality. Each new project a certain
provincial-level SOE signed the contract of, therefore, means (1) a stronger political
prestige of that municipality, (2) an advantageous financial position among other
municipalities, and (3) direct political control over the project. Because of these
outcomes, the first competition regarding project involvement of BRI, therefore,
appears between the provinces and municipalities, each trying to send their own SOE

abroad.

The second competition area occurs at the local level of subsidiary SOEs, and the
rivalry among Zombie SOEs to get the project is worth noting. While the same

objectives stated above exactly apply here as well, the local governments prefer to
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save their Zombie SOEs first. But what if there is more than one Zombie SOE? The

local committees of SASAC and local municipalities calculate the most productive

outcome for them and decide which one to go global and therefore be saved.
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Figure 3: Implementation Flow and Actors in BRI Projects

Source: Designed by the author.
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The third competition stands out from an interesting rivalry between same-level
government agencies, between the Ministry of Foreign Affairs and the Ministry of
Commerce. That is where SOEs have the most influential political power that can
even be shown itself outside of the country, i.e., to decide which to prior. In fact, Ye
argues that with MFA being in charge of coordinating foreign governments and
MOFCOM controlling foreign economic treaties, cross-agency coordination is
problematic (2019). However, this coordination problem is fulfilled by SOEs playing
the role of the deciding agencies abroad. This decisive role, however, did not always
bring positive outcomes to home and sometimes caused damaged bilateral relations
of China with certain countries. In fact, the hydropower projects of BRI in Myanmar
can be given as the most concrete example of how an SOE’s own political power is
strong enough to both improve and damage political bilateral relations with China. In
fact, in recent years, Chinese SOEs’ desire to build hydropower energy plants in
Myanmar caused environmentalist protests in the country. Determined to fulfill
MOFCOM’s financial goals in the country, SOEs ignored the protests and caused
bilateral diplomatic relations to be damaged in a way that only the involvement of
MFA diplomats could solve the issue. As a result, the project was cancelled and
Chinese SOEs investments in the country drop to 70.05 million USD from 1.05
billion USD (Nie, 2022, p.394). Within the eyes of the SOE, they were doing the
right thing by following MOFCOM’s guidance to pursue their investment abroad but
by ignoring MFA’s warnings, they started to constitute a political threat abroad. This
example shows the unique opposite direction of how political SOEs are getting

abroad and how the rivalry between MFA and MOFCOM appears in BRI projects.

After all the rivalries are concluded and exact agencies are chosen to shape the
project, a local actor from country X is usually partnered with the government of
country X. The third stage refers to the economic and financial relations of the
projects. In fact, many projects are financed by Chinese-led banks such as Asian

Development Bank or Asian Infrastructure Investment Bank. The domestic policy
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banks of China, on the other hand, also support the lending processes of SOEs. In
fact, China Eximbank and China Development Bank are among the most crucial
policy banks for the implementation of BRI. Especially for the local subsidiaries of
SOEs, the financial SOEs under the rule of the Ministry of Finance also appear as a

financial source for lending.

4.4. Role of SOEs in BRI

4.4.1. Political vs Non-Political Role of SOEs

As discussed in previous sections, SOEs play crucial key roles for the
implementation of BRI and their role constitutes a multidimensional aspect to
analyze. Due to their unique nature, Chinese SOEs have come to a position different
than any other SOE in other countries. In fact, as this thesis’s main argument also
argues, Chinese SOEs are evolved from being loss-making economic agencies into
profit-making political agencies. The characteristic reform processes of Chinese
SOEs to become profit-making organizations were already analyzed in detail in
previous chapters. Yet, the politicization of them, primarily through BRI, is worth

having a more profound analysis in this section.

Obviously, the politicization of SOEs does not mean that every action and role SOEs
assigned constitutes a political background. In fact, when analyzed purely as private
companies, they fulfill as equally important duties as a political agency in BRI flow
even when they are not politicized. From a non-political approach, they constitute

two important duties for the project flow.

First, being financial investors in any BRI projects does not necessitate any political
decision on the SOE side and is therefore seen as a non-political action of SOE. It
should not be forgotten that they are private companies in de jure status, and they are

authorized to invest abroad. In fact, all the parenting BRI construction projects are
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invested by Chinese SOEs. As shown in Table 1, Chinese Power Construction
Group, for instance, is the investor of 22.3% of total construction investments of BRI
all over the world whereas it is followed by Railway Engineering, whose investments
make 10.3% of share in total investments. This financial investor role is in fact,
among the most concrete proofs of how BRI unifies the government’s political
power with SOEs economic powers. Because they act as pure investors and therefore
do not have any political alternatives to choose from, which have the potential to
influence government decisions or agencies, the pure investor role is covered under

the non-political category for this thesis.

Table 2: Parent Companies' % of Total Construction Investments in BRI Projects

% of total

Power Construction Corp. (Power China) 22.3%
China Railway Engineering 10.3%
China Energy Engineering 9.8%
China Communications Construction 9.4%
State Construction Engineering 9.3%
China Railway Construction 8.5%
China Petroleum and Chemical (Sinopec) 6.5%
China National Chemical Engineering 5.0%
China National Petroleum Corp. (CNPC) 4.7%
China National Machinery Industry (Sinomach) 4.6%
China National Building Material 2.8%
Southern Power Grid 2.0%
China Petroleum and Chemical (Sinopec) 1.6%
Minmetals 1.6%
Sinosteel 1.6%

Source: Adopted from BRI Investment Report, Fudan University, 2023

Second, SOEs mainly involves in construction requiring infrastructure projects and
when they are hired by the state only to provide their engineering and know-how
skills, they constitute a technocratic role for BRI and thus not being political. SOEs'
technical successes should not be ignored that they hire the most successful
engineers in their field thanks to their luxurious employee advantages and the high

prestige SOEs have in China and abroad. Therefore, even if SOEs would not have a
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political affiliation with the state, they would still constitute an intense rivalry with
private actors thanks to their high-profile technical staff. Therefore, SOEs can play
their non-political role of being technocrats for BRI. In fact, central SOEs have
joined more than 3,400 projects of BRI and provided their technical engineering

services (Nie, 2022).

Although covered under the non-political category for this thesis, it should also be
noted for further research that this second approach carries a significant potential to
be used for political purposes in case of a diplomatic dispute. Most of the BRI
projects are railways, roads, bridges, and ports, all of which are crucial not just for
the infrastructure of BRI’s unimpeded trade objectives but also for the host countries'
internal security infrastructures. Therefore, these projects come to a point where they
benefit both China and the host country. In case of any diplomatic dispute between
these countries, however, the Chinese government has the authority to order the SOE
to stop all the activities of that infrastructure. In fact, according to Chinese Company
Law (A E]i%- gong s1 fa) Article 19, regardless of how private they are, any Chinese
company has to cooperate with the CCP and provide the necessary conditions when
asked (National People’s Congress- b, 2023). This is not applicable to only SOEs but
rather to all companies in general. Yet, what makes this article significant enough to
mention here for SOEs is that SOEs are the ones providing crucial infrastructural
know-how to BRI countries and therefore constitute the role of maintaining or
cutting the service based on the order from China. Despite this role having the
potential of being politicized, this thesis focuses on the already existing
politicizations in the BRI flow and therefore categorizes this role under the non-

political roles.

Before the BRI, economic technocrats and their think tank scholars had been more

proactive in offering guidelines to surplus SOEs going global, although ineffective in
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gaining cross-agency support. With the BRI, such agencies were less heeded, as the

SOEs can now directly pursue their business abroad. (Ye, 2019, pg.707).

When it comes to the politicization of SOEs, effects are seen both in China’s
domestic market and projects abroad, and the existence of a political relationship
between these two parties is mostly agreed upon by scholars. However, contrary to
the existing studies, the politicization of SOEs should not be analyzed in a one-way
direction of only the government having political power over SOEs due to their
superiority. Rather, as this thesis argues, this political relation can be observed in
two-way directions of both from government to SOE and also from SOE to
government. The scenarios and the main functions of both differ at a considerable
level. However, both have a clear influence on each other’s outcomes. Therefore, the
next sections will shed light on two ways each has political power over the other
using the three models of interaction between SOEs and the government proposed by

Nie.

4.4.2. Political Influence of the Government Over SOEs

The politicization from the government sides refers the situation in which the
government sees SOEs as a political tool to reach or contribute to their own political
agenda at home, abroad or both. In fact, seeing SOEs different than any other private
company and allowing them to have a government favoritism make this possible.
Nie’s first model of Government + SOEs flow provides a strong basis for the deeper

discussion of this aspect.

In the government + SOE model, the government plays the most political role over
the SOE and becomes the main decision-maker for all the stages in the flow. In other
words, the government first decides on which country a specific project will be

conducted, what type of infrastructure will be built, and whether or not Chinese
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SOEs will get loans from international organizations or Financial SOEs under the
rule of the Ministry of Finance. In this model, the government departments,
especially MOFCOM and NDRC directly involve in all the official steps of the

project from negotiations to signing contracts.
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Figure 4:Government + SOE Model Flow

Source: Adopted from Nie’s models and sample cases (2022), designed by the author.

The SOEs are given only the role of carrying out the projects on a technical basis on
behalf of the Chinese government. Because of the direct high-level involvement of

the Chinese government departments, the financing of the projects is usually directly
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provided through Chinese Policy Banks, which are also strategic agents for BRI
implementation but are out of the focus for this thesis. In fact, the top two essential
policy banks for BRI stand out as China Exim Bank and China Development Bank.
China Development Bank also financed the Jakarta-Bendung High-Speed Railway
and the project stands out as the most concrete example of this model, especially due
to the high-level involvement of President Xi’s Special Envoy. Starting from August
2015, the project was discussed and decided together with Indonesian government
officials and when the flow’s agents and content has been decided, the project was
launched directly by the Chinese government. The initial decisions resulted in the

Chinese SOE cooperating with an Indonesian SOE to build the railway.

As seen from the Jakarta-Bendung railway project, this model of government playing
the pioneering role and Chinese SOE carrying out turns Chinese SOEs into a political
tool in the hands of the government to be used abroad. In fact, Nie also argues that
this model shows SOEs purely as foreign policy instruments (2022). To further
support her argument and show how the politicization of SOEs is used as a tool for

the government, four main features of the flow can be analyzed.

First, the government’s pioneering role to decide and sign the contracts implies that
contrary to other models, SOEs do not have any voice to choose where they will
operate. Especially considering the solid Party-related groups’ existence in both
SOEs and SASAC during decision-making processes, it is still the party deciding on
behalf of the SOE and using an SOE’s de jure private status to have an operation
abroad. In other words, SOEs are presented as private actors to show the existence of

the Chinese government abroad.

Second, the government uses SOEs as private actors or as de facto ambassadors as
they will be more easily integrated into the domestic bureaucracy of the host country

with their civil identity. The Party’s utmost priority gives them a unique authority to
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be involved in every part of the Chinese economy, politics, and society. Yet, SOEs,
as non-CCP de facto diplomats, are seen as the real private civil identity to be
actually involved in the bureaucracy and networking flow of that specific project. In
fact, McConnell and Woon refer to the importance and function of SOEs' non-CCP
identity as “the tension between centralized state-led diplomacy and the ability of
particular non-CCP actors to bypass the state to engage in their own diplomacy”
(2023, p.612). The decentralization of foreign affairs of China abroad and the
representative role assigned to SOEs, in that sense, enhances the
transprofessionalization of diplomacy and allows SOEs to play a significant

bureaucratic and political role on behalf of the actual state.

Third, although the economic aspect should not be ignored as it’s the foundational
basis of the party primacy structure in China, the SOEs can also be given social and
political duties in this model. In other words, even if the government knows that a
specific SOE will not get any economic benefit or profit, and even if it would lose a
considerable amount of financial resources, it still can continue to follow this model
and send that SOE abroad just to make that SOE fulfill its social responsibility of
SOEs. As was discussed in the previous chapter of this thesis, SOEs in China are
socially responsible first to be a national pride and then to help the government to
maintain sufficient employment for the citizens. But when SOEs go abroad with
BRI, they then continue to have social responsibility but to enhance bilateral
relations between China and the host country this time. In fact, in March 2023,
Honduras cut all its diplomatic relations with Taiwan and officially recognized the
People’s Republic of China by setting up diplomatic relations between the two
countries. In July 2023, the Chinese Vice Minister of Commerce made an official
visit to Honduras and stated that Chinese officials are considering investing
approximately 20 billion USD in rail line projects in the country. “We presented with
the projects that Honduras is interested in getting financed, that are vital for the

development of our country”, said the vice Minister of Economic Development of
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Honduras, reflecting how the Chinese government uses projects that are easily
integrated into BRI by using financing of Chinese Banks and construction of SOEs
(Reuters, 2023). In fact, the main purpose of this Government + SOE model is “to
serve China’s diplomatic and political needs” (Nie, 2022, p.392). Moreover, the
contracts usually require companies to use Chinese materials and services for the

project building.

Fourth, appearing as the owner of the project, SOEs are indirectly allowing states to
have assets in foreign countries. Moreover, these assets are not similar to the
financial ones like gold, or different currencies like many countries around the world
prefer to do. Rather, these assets are actually working every day both to enhance
China’s international trade, such as ports or railways, and in a position to have a
financial value as well. In fact, most of the BRI projects are constructed by using vast
amounts of loans from Chinese or Chinese-led Banks. In parallel, most of the
financing contracts of BRI projects are supposed to ensure that in case of any
problem with the return of that loan from the host country actors, the SOEs or the
Chinese Banks have the legal right to own the asset directly. This gives the Chinese

government a considerable advantage both financially and politically.

When analyzed overall, it is clear that SOEs are politicized tools in the hand of the
governments and constitutes an extension of the government when they operate
abroad in BRI projects. In fact, the Government + SOE model gives the most
influential political power to the state as it has the leading role in the flow and SOEs
are assigned their duties directly. The fact that they still involve in financially
damaging projects for non-financial benefits of the government, i.e., political,
diplomatic or social, also proves the political role of SOEs under the direct political

control of the government.
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However, this politization of SOEs also creates a backlash and puts SOEs in a
position of making crucial political decisions in the long run. In other words, just as
government sees SOEs political tools and have a political pressure over them, the
SOEs also start to have a political power that may influence the government
decisions. The uniqueness of the Chinese reforms to transform SOEs from loss
making economic agencies into profit-making political agencies can be seen as the
main reason of this two-way directional power relation. This situation requires us to

flip the coin and analyze the other side of the same coin in the following section.

4.4.3. Political Influence of SOEs Over the Government

The existing literature provides a solid basis to analyze the political governance of
the party over SOEs. Yet, it lacks the understanding of SOEs' own political powers.
By using Nie’s other two models, independent SOE and SOE + Government, this
section will try to shed light on the potential political influence SOEs might have
over the government through the implementation of BRI. Before answering the
question of when SOEs become political, it should be noted that the concept of
political influence from the government over SOEs should not be mixed up with the
government’s regular influence on decision-making and supervisory role through
SASAC. Instead, the political influence from the government refers to a situation
where the government specifically sees an SOE as a tool to achieve its political goals
abroad. It should also be emphasized that not all SOEs going abroad are politicized

all the time.

The political influence from SOEs over the government refers to the situation in
which SOEs have alternatives, each representing different political outcomes, and
has the authority to legally follow one of them. In other words, it is not the same as
the situation where government orders and SOEs follow, but rather a situation SOEs

have political benefit calculations at various levels and reach the same government-
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ordered outcome from different paths with different political priorities. To analyze
such a power, Nie’s two models will be used as the base of the implementation flow
whereas the actual political powers arising from these flows will further reveal the

practical political influence SOEs might have over the government.
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Figure 5: Independent SOE Model Flow

Source: Adopted from Nie’s models and sample cases (2022), designed by the author.

The Independent SOE model of BRI project flow can be said to be the most
important model for an SOE to have maximum independent political power over the

government. In fact, despite the government favoritism assigned to them, they act
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almost independently from the government. This model is also among the most
frequent ones among the contracting activities of SOEs abroad. Under the model,
SOEs pursue the projects on their own and research through their own channels.
They conduct their own feasibility reports, calculate all the risks and follow all the
required bureaucracies in the host country on their own. Therefore, they are wholly
responsible for any loss or risk both in terms of financial outcomes and also for any
possible political, social, or economic outcome. The role of government stays at a
minimum level for this model, and it plays the role of a regulator for the SOE. It
should be noted here that when government turns out to be the regulator only, it does
not cover the political supervisory pressures over the SOE through their CCP-
oriented managerial profiles. The reason for that situation lies in the assumption of
this thesis that despite their strict connection with the CCP, CCP managers in SOEs
are still part of the SOE. In other words, they act in the framework of the CCP but
within the SOE, and therefore, as long as the end result fits with the CCP’s, they also
think about the outcomes for the SOE itself as well. They choose the most suitable
path among different paths, all ending at the same point for the CCP side. This aspect
of interpreting the central government’s principles Will be further analyzed in the
coming sections, but it is crucial here to note that based on Nie’s model, the

government plays only the regulatory role for the SOE.

If an SOE successfully fulfills all the bureaucratic requirements and wins the bidding
of the host country, then they would play the role of an exporter of the project and
carries out the rest. A Chinese Bank, on the other hand, finances the project by
giving loans to the foreign owner of the project under the status of the borrower. The
Melaka Gateway in Malaysia can be given as an example of this model. Agreed on
September 2016, the project is worth almost 40 billion RMB. Although at the
beginning the project was tried to be conducted by a different company in Malaysia,
the lack of effective performance leads the owner of the project to open a new bid,

which the Power China International Group Ltd won.
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Before analyzing the political power held by the SOEs against the government, Nie’s
third model of SOE + Government can also be overlooked as it also constitutes a
political power relation between the two in a two-directional way. Contrary to the
independent model, SOEs constitute less political power in this model. The main
reason for this situation lies in the fact that at the end of the SOEs' independent
project negotiations, government becomes the one supporting and financing the
project. Therefore, no matter how independent the path was for the SOE to negotiate
and have a deal, in order to finance their project, they need government approval. To
put it in sequential order, SOEs first find projects and bid in host countries’ own
bureaucracies. When they win the bid and chosen as the carrier of the project, they
consult to the government to get financial support. One crucial detail here is the fact
that under SOE + Government model, the SOEs have the political agenda
background of “going out strategy” in their mind. Therefore, this model is mostly
suitable for the project that government would be clearly interested in because
otherwise, government would not allow any project that is against its superior
strategies of them to be financed by government resources, i.e., by policy banks. By
SOE’s leading the process with government support, they ensure the suitability of the
project into government’s going out objectives and maintain their political power at
the same time. In other words, SOEs are protecting their own political power and
ensuring financial support of the government by following the government plans in

one project simultaneously under this model.

Laos Xekong Coal Electricity Integration project launched in March 2016, is
considered to be under this model due to its structure. While the foreign project
developer is Laos EDL Generation Company, China Eximbank finances the 2,1
billion RMB worth project and China National Heavy Mac. Co. plays the role of a

contractor and the carrier of it.
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Figure 6:SOE + Government Model Flow

Source: Adopted from Nie’s models and sample cases (2022), designed by the author.

The importance of Laos for China to ensure its access to South, and the potential
energy sector offers to the Chinese SOEs in the market both cause the project to be

overlap with the central governments objectives of Going Out.

As can be analyzed, in both independent SOE model and SOE + Government model,
SOEs do not follow the orders of the government or being influenced by the regular

supervisory of the party through SASAC, but rather has their own economic and
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political power in the implementation flow. These two kinds of power of SOEs have
the potential to strengthen or weaken certain actor’s agendas at different levels in the
bureaucracy. In fact, the relationship between government and SOEs positioned in a
highly complex structure with both vertical and horizontal mechanisms. As it was
discussed in the first chapter of this thesis, the political structure of China is designed
to ensure the party primacy, party integrity with state and economic development and
therefore has a complex set of relations. Despite the structures main objective of
party primacy and concentration of power in the hands of the party, with the
involvement of BRI into the picture, the structure allowed SOEs to have their own
political powers. To analyze what kinds of power are gathered by the SOEs and how
they were gathered, the implementation process of independent SOE and SOE +

Government model can be used.

The first and the most important political power SOEs hold in these two models is
the ability to interpret the orders of the party. This, in fact, gives a maneuvering
space for the SOEs in BRI implementation. This maneuvering space mostly comes
from the blurry and uncertain language used in BRI contracts and the party's official
documents related to SOEs' activities. In many cases, the concrete orders given to
state departments with their internal communication cannot be seen for SOEs.
Moreover, for the concrete outcomes asked from the SOEs, the government declares
only the desired outcome but not the method to achieve it. This gap in
communication allows SOEs to interpret the orders of the party as they understand,
seek or desire. From the BRI perspective, this creates a situation in which SOEs have
considerable flexibility in deciding whether and how to implement BRI (Ye, 2020).
In other words, Chinese leaders steer SOE activities with broad targets, and this gives
SOE leaders an opportunity to present their behavior as in line with the broad target
or, as Jones and Zou refer, by “at least not directly defying them” (2017, p.749). As
the following detail will point out, this interpretation creates an environment for the

SOE to consider non-economic political outcomes for themselves while choosing the
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path to follow to reach the desired outcome of the party. This is, in fact, the exact
point SOEs politicize themselves. This, however, should not be understood as if the
state lacks control of the initiative. Instead, it controls it in such a manner that allows

enormous interpretation.

Table 3: BRI Messages By Category and Agency

Individuals and No. of Focus of Content
Agencies Statements
Political Xi Jinping 39 Vision and principles
Total: 69 External promotion
External
implementation
Li Keqiang 9 General praise
Existing reform goals
Zhang Gaoli 14 Internal regional
development
Mobilization in
localities
Others 7 Sector specific support
Technocratic NDRC 18 Work meeting
Total: 66 scheduling

Project planning
General statements

MFA 16 General statements
Progress reporting

MOFCOM 14 General statements
Statistical reporting

Others 18 Agency coordination

Source: Ye, 2019.

Second, although there is always a complete picture to look at when analyzing
Chinese politics, the rivalry between government departments is said to be as intense
as those in multiparty countries. At the end of the day, they have to be pieces of the
same puzzle and come together to show the bigger puzzle of party primacy and
economic development. This, however, does not mean that their interests are not
conflicting either in content or in priority level. For certain agencies with flexibility,
this rivalry between departments shows up at crucial points. Thanks to their unique

structure, Chinese SOEs are of crucial importance to analyze this rivalry between
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departments. As BRI constitutes China’s strategic foreign policy extension of going
out with spatial objectives, the role of MFA and MOFCOM stands out as the most
influential and pioneer ones, and so does their rivalry between. In fact, from the
technocratic side, MFA usually presents general statements and progress reporting of
BRI and constitutes 16 speeches regarding BRI from official resources whereas
MOFCOM focuses on statistical reporting and provides 14 speeches to analyze (Ye,

2019).

MOFCOM’s internationalization constitutes conflicts with MFA personnel abroad
because MFA focuses on “maintaining cordial interstate relations” whereas
MOFCOM’s main priority is to promote Chinese business interests and therefore
“disregarding the political or diplomatic consequences” (Jones & Zou, 2017, p.748).
Jones & Zou gives an example from 2011, even before the BRI was launched, to
show how powerless MFA is to control SOEs abroad. The 200 million USD worth of
weaponry was sold by the Chinese state-owned arms companies to Libya, which was
against Article 13 of the UN Resolution 1973, also supported by China officially
(Jones & Zou, 2017; UN Resolution 1973, 2011). In such cases, MFA is active only
when there is a blowback, which gives MOFCOM an immense opportunity to
influence SOEs abroad. With the launch of BRI, this rivalry between MOFCOM and
MFA gained momentum in different fields, and SOEs importance for them gradually
increased. In fact, the SOEs’ history carries several examples that clearly reflect this
rivalry and the SOEs' own decisions to choose which one to pursue. As it was briefly
mentioned in Chapter 2 of this thesis, The scandal of the hydropower energy plant
planned to be constructed in Myanmar was due to the SOEs decision to ignore MFA
principles and pursue purely the financial objectives issued by MOFCOM. However,
from the SOE perspective, the differentiation between MOFCOM and MFA should
be explained more clearly at this point in order to analyze why this thesis argues that
this decision of SOE is political rather than economic. From the beginning, this thesis

takes non-economic preferences as political. In other words, Myanmar's example
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constitutes a political decision because it was not the objective to follow MOFCOM
to profit more from the project. It would be considered economic-oriented if that
would be the case. Instead, the SOE chooses between the non-economic interest of
either MFA or MOFCOM. They made the decision based on the political interest
they would get by prioritizing MOFCOM'’s interests over that of MFA’s. That is why
their decision is considered political. In fact, by choosing MOFCOM in the Myanmar
case, they chose the outcome they would get in the eyes of MOFCOM and
underestimated MFA’s principle of not damaging bilateral relations. The result was
then the cancellation of the project, followed by the reconciliation efforts of MFA
diplomats to recover bilateral relations between the two countries. Despite the
existence of Social and Environmental Impact Assessments (EIAs) form required by
MOFCOM for any SOE performing overseas, the approvement power of it is still in
the hands of MOFCOM; therefore, the high sensitivity of MFA to consider the
potential impact on foreign relations cannot be expected to be performed by
MOFCOM (MOFCOM, 2009). The example of Chinese SOEs performing in the
Philippines and Vietnam between the diplomatically sour periods of 2009 to 2016, on
the other hand, provides a contrary example of how SOEs can also continue their
activities abroad even if Chinese bilateral relations with certain countries are not
good enough for MFA to limit the interactions, but MOFCOM to pursue its own

trade goals.

The rivalry between MOFCOM and MFA appears mostly in the independent SOE
model as they handle all the bureaucracies of the host country with their own
resources and without the help of MFA officials in the country. The same model also
allows central SOEs to become politicized while choosing subsidiary SOEs to
cooperate for projects abroad. Therefore, in addition to SOEs having the political
power to choose either MFA’s or MOFCOM’s objectives, they also constitute a
political power to choose which provincial government’s SOE will work with them

and which province’s interest to prioritize.
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Third, the lack of an official map of BRI creates a huge gap in the implementation
flow, which was filled by SOEs based on their political interests. In other words, just
as the central government provides only the desired outcome but not the rest, BRI
only draws a comprehensive geographical framework for SOEs to project the rest
based on their own criteria. The main idea of BRI is to connect Asia, Europe, Africa,
and Latin America, and the MoUs have been signed with the countries in these
regions. However, under independent SOE and SOE + Government models, SOEs
have considerable opportunity to turn a particular project into a BRI project.
Especially thanks to their technocratic authority and skills, they can easily include
any project under the name of BRI and enjoy both the political and financial benefits
by doing so. In fact, to give a more concrete demonstration, Tiirkiye plays the role of
a middle corridor in BRI and connects Asia with Europe. The steel camel, i.e., the
railway from China, passing through Tiirkiye, reaching Europe to illustrate the old
silk road, comprised of different railways each connected to each other. Starting from
China’s Xi’an, it enters Tirkiye from Kars, passes Edirne, and reaches all the way
through Istanbul to continue its journey to Europe. For the central government of
China, the desired outcome of the middle corridor is to build a railway from Xi’an to
first Istanbul and then to Europe. Therefore, the details like from which Turkish
cities the railway should pass through, do not grab their attention. For SOEs, on the
other hand, deciding these technocratic decisions provides alternatives to choose
among based on their optimum political outcome. The local political actors to be
negotiated, the potential overlap with the MOFCOM targets and the financial cost of
the project are all among the different criteria SOEs consider deciding the exact
route. Therefore, it is clear that they consider not just the actual technocratic matters
but also the political dynamics for their own benefit. In fact, this is why SOE
managers are trying to find the most tolerant municipality when they design a new
project in Tiirkiye, especially in the infrastructure and energy sector. Overall, the
SOEs also shapes the BRI map based on their calculations of political outcomes and

have the ability to include certain projects into the BRI flow to get government
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support as well as to influence the government in terms of the direction BRI policies

head to.

The classical principle-agent problem in the literature can demonstrate the fourth and
last power SOEs hold in their hand. Although the Chinese government had a strict
and highly complex structure of supervision bureaucracy within China, a very
limited section of it can be reflected in the bureaucratic processes of Chinese actors
abroad. Because they have the power of interpreting the central orders, they set up
the bureaucratic path based on their maximum outcome in independent and SOE +
Government models. In fact, in these two models, they are the ones contacting the
foreign bureaucratic organs and, therefore, the controller of the whole network set up
abroad on behalf of the government. Although MFA and MOFCOM’s diplomatic
personnel abroad are trying to be active in this process, the rivalry between them
usually creates coordination problems and makes SOEs the actual controller of the
process. Therefore, under the independent and SOE + Government models,
bureaucratic control turns out to be a de facto political power in the hands of the SOE
to be used against the central government if necessary. Because of SOEs detailed
involvement in the local bureaucracy and because SOEs play the bridge between the
government and the local actors, the central government has no practical choice but
to trust its SOE. This situation also creates a path for the SOE to shape government’s

specific attitude or policy regarding the BRI-related decisions potentially affect them.

4.4.4. SOEs and Government As Each Other’s Tools

Nie’s three relations models provide a solid basis for further research and for

drawing the line of a typical understanding. Yet, it lacks the understanding of SOE’s

own political thoughts and objectives. In fact, her approach deepens the analysis only

to the one-way direction of political influence, i.e., from the government to the
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SOEs. However, this thesis sheds light on the two-way directional political relation

between each other.

There has been an explicit agreement among scholars that SOEs are turned out to be
foreign policy instruments for the Chinese government thanks to the decentralization
and transprofessionalization of the Chinese diplomacy especially in post-BRI era.
The question of if SOEs are foreign policy instruments, on the other hand, depends
on the implementation model followed in BRI. While Nie argues that in the
Government + SOE model, the interests and the priorities are all decided by the
government and agreed by the SOE. Therefore, the model clearly possess SOEs as
foreign policy instruments abroad. Moreover, this thesis argued that for the
Government + SOE model, the government has a strong political influence over the

SOE. In contrast, the SOE cannot have a strong voice to influence the government.

On the other hand, the independent SOE and SOE + Government models are where
SOEs were argued to have a strong political power. These two models are also the
models to show the two-side influence, and where this thesis argues that SOEs also
have a political power to influence the government. In that sense, although Nie
argued that in SOE + Government model, the priority is given to SOES' economic
interests, due to the practical potential raised from the model’s implementation,

SOEs consider both economic and political outcomes while making a decision.

The SOE + Government model also provides a scenario where government has no
superior political influence over SOEs but SOEs having political influence over the
government. In fact, because of this, Nie also argues that SOEs are weak tools in the
hands of the government under this model. Lastly, the independent SOE model
provides the most political SOE profile. Although the interests of the SOE and the

government are in line with each other, SOEs cannot be seen as a policy tool for the
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government. Instead, they possess their own political influence over the government

when they operate abroad for BRI.

Table 4: Comparison of Three Models of Government-SOE Relations in BRI
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This chapter provided a comprehensive understanding of Chinese economic
diplomacy. It stated that with the involvement of BRI in the picture,
developmentalism with Chinese characteristics enters into a new phase with the

focus shifting to outward performance. This outward performance is also conducted

82



through SOEs as de facto ambassadors abroad. In fact, the implementation flow
provided by Nie’s models explains what specific roles are assigned to SOEs with
what authority. In fact, the clear-cut distinction between financial and non-financial
SOEs explained in previous chapters also stands out as a crucial mechanism to
ensure the government has control over the SOE projects in SOE + Government
model as well. However, it has been noticed that these models lack the understanding
of SOEs' own political powers over the government. Therefore, by differentiating the
political and non-political roles and by analyzing the practical steps in the flow one
by one, it has been concluded that SOEs also started to constitute political power. In
fact, the independent SOE model provided the most political SOE profile for this
scenario. The rivalry between different state departments and SOEs prioritization
between them provided a clear example of how this power is reflected in real life
during the implementation. Lastly, this chapter also provided real-life examples of
how the SOEs' political power might either strengthen or damage the bilateral
relations of China with other countries and demonstrate the two-way direction of
political power by proving the existence of the political power of SOEs over the

government.
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CHAPTER 5

CONCLUSION

This thesis aimed to analyze the politicization of Chinese SOEs in the BRI
implementation process and argued that there is, in fact, a two-directional way of
politicization of SOEs. However, to show how unique the Chinese case is to analyze
SOEs’ politicization, this thesis first covered the concept of party primacy of CCP,
which draws all the frameworks SOEs are performing in. It was understood that
Chinese politics is shaped around the most crucial objective of the CCP, i.e., the
regime security. The discussion of regime security led the analysis toward the
importance of economic growth to maintain the socialist regime and the consent of
the masses. Putting economic growth at the core of their political agenda, CCP
integrates the party within the state and makes CCP an inseparable part of the state.
Therefore, the involvement of the party in every decision of the business sector is
seen as a natural outcome of the system. The party-state, in that sense, provides a
significant degree of political autonomy to CCP and the power to integrate economic
resources into its own structure. The obsessiveness of the Chinese government of
economic growth pointed out the crucial element of the Chinese perspective;
developmentalism. To create a harmonious society through welfare, they ensured
developmentalism would serve effectively to the Chinese society. Yet, noticing the
differences between the classical understanding of developmentalism and its
variation in China required a more profound analysis to be included in this thesis. In
fact, it was seen that while the West developed the concept, especially after WW?2,

and applied it through empowering the technostructure at first, the collapse of the
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Soviet Union and the Bretton Woods caused developmentalism to be wiped away
from the markets gradually. Therefore, privatization was seen as the main locomotive
of economic growth for Western countries. The understanding of developmentalism
has been limited to the experiences of the West. As following liberal democratic
principles within the Keynesian scheme, state played the role of regulator, producer
and investor. The necessity to restructure the bureaucratic order to allow the state to
intervene in the market and the principle of merit-based assignments of bureaucrats
are seen among other characteristics of the classical understanding. Yet, for China,
developmentalism refers to a different transition period in which the ideologies of
priorities were fighting with each other. While the Mao era focused on the ideology
of revolution and increasing production efficiency in the country, Deng Xiaoping
downgraded the hot topic of ideologies and followed the ideology of reforms. His
principle of not focusing on the fight between capitalism and socialism allowed
China to set up economic liberalization and authoritarian politics simultaneously,
which was later understood to have a considerable effect on SOEs' decision-making
processes. Throughout China’s development, SOEs were seen to be the crucial key
agencies to either support or weaken China’s political goals. Being one of the most
crucial elements of developmentalism with Chinese characteristics, SOEs broader
discussion was provided to offer a background to analyze Chinese SOE’s
uniqueness. In fact, when the concept of SOEs were analyzed, there could be no
agreed definition of them among scholars although many use the state ownership and
control as the core focus of their definition. This thesis took SOEs as any entity with
direct or indirect legal shareholder ties with the government that has private company
status before the law, conducting economic activities of goods and services. The
existent literature of SOEs role implied that in developed countries they mostly used
to overcome economic stagnations and accelerate high capital required sectors. In
contrast, in developing countries they served for government’s regional development
plans and to create new sectors where private sectors lack either capital or know-

how. With the approach towards SOEs arguing that the more SOEs are turning into
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political tools and politicized the less effective they will be strengthening, SOEs
started not to be seen as effective way for developmentalism. In fact, the example of
Tirkiye was provided in detail to show every step many countries have passed
through. Analyzing the stereotypical transition from SOE-oriented to privatization-
oriented policies in many countries, it was noted that Chinese experience stands out
in quite a different way. Contrary to other countries’ and World Bank’s obsession of
improving the private sector and of limiting the interactions between the
governments and SOEs, China could both improve SOEs financially and strengthen
its political control over SOEs. While other countries gradually decreased the
number of SOEs, China gradually increased it. In fact, in 2021, the total number of
SOEs was more than 150,000 (CGTN, 2021). Although they started at similar
positions, the uniqueness of the Chinese views to SOEs provided an unexplored
experience to analyze. Therefore, the second chapter of the thesis was dedicated to
exploring how China transformed its loss-making economic agents into profit-

making political agents.

The analysis of characteristics of Chinese SOEs pointed out that whether to prove
China is a socialist state, to be a backup plan for the government to be used in
financially tricky conditions, to enhance 7 key industries or to create a welfare
society for its workers, Chinese SOEs have never lost their importance. The
transition periods of enterprization ensured economic efficiency of SOEs whereas the
following period of corporatization allowed China to balance Chinese way of ruling
a company with the Western way by integrating Western corporate structures into
their SOEs. While zhua da fang xiao policy of keeping the big and letting go of the
small allowed them to eliminate financially loss-making SOEs, the establishment of
SASAC in 2003 in the third phase of concentration allowed CCP to strengthen their
political power and supervision over the SOE in a more concentrated way. In fact,
the concentration of power into SASAC allowed China to solve the coordination

problem and ensure the ground for SOEs to be the de facto ambassadors abroad in
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the future. In fact, when the relation between SASAC and SOEs was analyzed, it was
seen that it goes well beyond just an ownership status. A certain degree of political
control between them appears as the hint in the discussion. Yet, the existing literature
mainly focuses on either the negative approach of taking SOEs purely independent or
on the positive approach of taking SOEs only as pollical tools. However, the
complexity of their relationships required more of a balanced approach to be taken in
this thesis. Nie’s three explanations of three models as instrumental approach,
cooperation approach and weak connection approach provided the current
possibilities of this relation to be used for the analysis of this thesis. The mechanisms
of state-ownership, cadre management system, ex-ante and intra-party supervision
were all among the factors deciding on the strength of the relationship between the
government through SASAC and the SOE. With the involvement of LPCs and
LDICs, the party control over the SOEs further shows itself in supervision and
decision-making processes of the SOE. The type of SOEs, as of either central or
local, also stand out as a significant detail for the primary analysis of the next chapter

regarding the implementation of BRI through SOEs.

The discussions of the first two chapters clearly showed the unique development
within China. Yet, as one of the major powers at today’s global stage, China has a
potential to reflect this to the outside world through its economic diplomacy and its
magnificent initiative of the Belt and Road. Feeling every stone while crossing the
river, China has proven itself to be strong enough to go global to create a global
China and the Xi era just materialize it through BRI. While the involvement of non-
state actors leads scholars to define this process as the decentralization of diplomacy,
non-CCP diplomats started to shape the de facto diplomacy of China abroad. But to
analyze how de facto diplomats play their role in BRI, the nature of BRI was
analyzed. Although there has been no official definition and a common framework
among scholars regarding BRI, the policy coordination, financial integration and

people-to-people bond led us to see BRI as something more than a trade route.
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Seeing BRI as a combination of Chinese periphery diplomacy with hard structure of
spatial objectives, BRI has been taken as a new extension of Going Out policy and a
comprehensive foreign policy with spatial matter. From the domestic perspective,
BRI provides a framework for Xi’s idea of China Dream, an opportunity to prove his
successful personal leadership with a signature project, a new method to contribute to
the economic development and an alternative to ensure energy security of China.
The international perspective, on the other hand, shapes mainly around the historical
experiences of international disciplines. Defining BRI as the Marshall Plan of China,
seeking a mercantilist endeavor, showing Chinese exceptionalism and peripheral
diplomacy are all among the concepts used to discuss BRI with international

relations perspective.

As definitions and understanding of BRI vary, so do the actors involved in its
implementations. In fact, the network map has both vertical and horizontal
connections with different state and international actors at various levels.
Implementing BRI requires pure diplomatic relations between countries to set up
MoUs for legal basis of the projects, the political& economic relations to set up the
agencies involved and the economic financial relations to finance the projects. The
involvement steps of SASAC to decide which central SOE will go abroad and
involvement of provincial governments to choose which local SOE will coordinate
with the central one constitutes an intense rivalry between the actors. Therefore, the
competition between provinces, Zombie SOEs and local subsidiaries to go global
starts to politicize SOEs by making them consider not just economic calculations but

also the non-economic, i.e., political ones.

As SOEs are seen to be politicized, the differentiation between SOEs political and
non-political role was also required to be covered to enlighten the main argument of
the thesis. While being financial investors and being purely technocratic players with

no right to choose were taken as non-political roles SOEs play, analyzing the
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politicization of them was explained by using Nie’s three models of SOE and
government interaction for BRI. It should be noted that this thesis provided two ways
of politicization: political influence from government to SOEs and from SOEs to
government. While the first one had already raised several questions in the literature
and started to be studied worldwide, this thesis argued the existence of the second
influence, i.e., from SOEs to government, by showing how SOEs are actually

politicized when they go abroad via BRI.

CCP Party Primacy

7N \ Integrity with the State

(
N

SOEs

g~

Economic Development with Economic Development with
Purely Financial Calculations Political Calculations

Figure 7: Relationships Between Core Political Aspects of China with SOEs

Source: Designed by the author.

The first direction of political influence from government to SOE is proved to be at
the maximum level in government + SOE model due to the pioneer and decision
maker role government is assigned. Therefore, SOEs turned out to be de facto
ambassadors of the government with their civil and non-CCP titles. These civil titles
are also what makes SOEs easily integrate into the bureaucracy of the host country,
making SOEs an extension of the government outside. The fact that SOEs involve in
specific projects by the government order even though they knew it will cause
financial losses for them, proves the point of SOEs are civil tools of the government

and that government has s solid political power over the SOE. In fact, this political
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power should not be mixed up with CCP’s regular supervisory role through SASAC.

Instead, it is directly serving for the objectives of CCP abroad.

It was seen that this political empowerment of SOEs abroad also creates a situation
in which SOEs start to have their own political identity with own desires. Nie’s
independent SOE and SOE + government model, in that sense, helped the discussion
to flip the coin and analyze the other side of it. Taking the situation in which SOEs
have alternatives, with each representing different political outcomes, and in which
they follow one of them with their own will as the political influence, an SOE
operating in independent model is proved to be the most political SOE profile among
the other models. Nie’s independent SOE model provides how weak the
government's influence over the SOE is because all the bureaucratic and research
steps are made by the SOE and there has been no direct government intervention to
decide the projects. Yet, this weakness is the exact tie making SOE politically
powerful abroad. This situation creates an opportunity for the SOEs to interpret the
government’s principles and decide the path to follow based on their own interests.
The competition between MFA and MOFCOM for BRI projects abroad also puts
SOEs in a unique position to decide which one’s principle to prioritize. In fact,
several examples from recent history have also been provided to show the potential
impact of SOEs choosing one over the other with their own will. Lastly, the lack of
an official BRI map creates a technocratic gap to be filled by SOEs and allow them
to design any project that can be easily integrated under the initiative of BRI. In this
way, they also have a political preference for choosing which local political actors to
contact or which regions to avoid. Although not as flexible as the independent model,
the SOE + government model also provides a space for SOEs to have political power
but with more control from the government side as they will be the financers and

check every step of the project.
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Overall, this thesis analyzed the two directional ways of politicization of SOEs in the
implementation of BRI, working within the framework of CCP’s party primacy and
Chinese developmentalism. In fact, the unique contribution of this thesis regarding
the existence of the second direction of political influence from SOEs toward the
government enlightens new study areas for future research because as China is
getting more and more global every day and as more non-state actors are involving in
international politics, the political role of Chinese SOEs abroad will strengthen its

position.
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APPENDICES

A. TURKISH SUMMARY / TURKCE OZET

Bu tez, Cin Devlet Iktisadi Tesebbiislerinin (DIT'ler) essiz hikayesini ve bunlarin
zarar eden ekonomik kurumlardan kar eden siyasi kurumlara doniisiim siirecini analiz
etmektedir. Kalkinmacilifin popiilaritesinin azalmasi nedeniyle diinyadaki birgok
iilke DIT'leri kaldirmis olsa da, Cin 6rnegi DIT'lerin etkin kullanimi sebebiyle farkli
bir hikaye sunmaktadir. Ozellikle déniisiim siirecleri sayesinde Cinli DIT'ler, etkili
ekonomik ve politik aktorler olmus ve Cin kalkinmacilig1 i¢in ¢ok kritik bir konuma
yerlesmistir. Ancak mevcut literatiirdeki DIT anlayisi, ¢ogunlukla sadece ekonomik
hesaplarla sekillenen Bati merkezli kalkinmaciligin  klasik  deneyimlerine
dayandigindan, Cinli DiT'lerin giiniimiiz Cin'inde nasil ve neden bu kadar etkin bir
rol oynadig1 sorusu yanitsiz kalmaktadir. Ek olarak, Cin, ekonomik diplomasisi ve
Kusak ve Yol Girisimi (KYG) gibi kapsayict girisimleri sayesinde her gecen giin
daha fazla kiiresellesirken, DIT'ler hem ekonomik hem de siyasi giice sahip daha da
giiclii kurumlar haline gelmekte ve bu da onlar1 Cin'in diinya sahnesindeki diplomasi

adimlarin1 anlamak i¢in 6nemli aktorler haline getirmektedir.

Bu tez, Cin'in uzun yillardir siiren reform siireciyle zarar eden ekonomik DIiT’lerini
kar eden siyasi kurumlara doniistiirdiigiinii ve onlart yurtdisinda de facto elgiler
haline getirdigini savunmaktadir. Ozellikle Cin Komiinist Partisi'nin (CKP) parti
Ustiinlligiinii, partinin devletle biitiinlesmesini ve Cin'e 6zgli kalkinmaciligi bu
siirecin temel ilkeleri olarak alan Cinli DIT'ler, yapilan reformlar sonucu eskisinden
cok daha etkili ekonomik ve siyasi giiglere erismistir. Boylesine énemli bir konuma
sahip olan DIT'ler, ayn1 zamanda devletin elindeki siyasi araclara doniismiistiir.
KYG'nin devreye girmesiyle birlikte, DiT'lerin Cin kalkinmaciligindaki rolii sadece

iilke i¢inde kullanilmakla kalmayip, disa doniik stratejilerde de yer almaya
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baslamistir. Ekonomik liberallesme ve siyasi otoritenin eszamanli varhig Cin’in DIT
reformlarint tanimlayabilecek en oOnemli iki konsept olurken, Cin Komiinist
Partisinin DIiT'leri KYG projeleri araciligiyla yurtdisinda CKP  baglantili
kimliklerinden bagimsiz sekilde, yani sivil kimlikleri ile, diplomasi araglar1 olarak
kullanmasina imkan tanimaktadir. Bu nedenle, bu tez Cin DiT'lerinin siyasilestigi
sirecin detayli incelemesini sunmaktadir. Bu siyasallasma iki yonli olarak ele
almacaktir. Devletin DiT'ler iizerindeki siyasi etkisi olarak birinci yon literatiirde
halihazirda tartisilmaya baslanmisken, ikinci yon olarak DIT'lerin devlet iizerinde
etkili olan siyasilesmesi bu tezin mevcut literatiire 6zgiin katkisini olusturacaktir.
DiT'lerin siyasallasmasinin ikinci yonii, DiT'lerin siyasi dinamikleri etkileyebilen ve
hatta manipiile edebilen kurumlar haline geldigi senaryoya atifta bulunacaktir. Iki
yonlii siyasallasmanin varliginin en kapsamli Ornegi olmasi sebebiyle bu tez
KYG’nin uygulama siirecinin incelemesini kapsayacak ve bu argiiman KYG
cergevesiyle aciklanacaktir. Baska bir ifade ile KYG, Cin kalkinmacilig1 i¢in yeni bir
sayfa acmakla beraber, yurtdisgina de facto elgiler olarak gonderilen DIT’lere
hiikiimet tistiinde siyasi gii¢ elde etme imkan1 da sunmaktadir. Ancak bu durumun
her KYG projesindeki tiim DIT'lerin siyasilestigi anlammna gelmediginin alti
cizilmelidir. Bu kapsamda DIT’lerin hangi kosullarda ve uygulama siireglerinde
hangi agilardan siyasilesebilecegi ilerleyen bdliimlerde detayli  sekilde

incelenmektedir.

Tez boyunca, teorik bir cerceve saglamak icin tartismalar agirlikli olarak Cin
kalkinmacilig1 ve DIT kavramlari etrafinda sekillenmistir. KYG projelerinin pratik
uygulama akis1 ise DIT'lerin kendi siyasi giiglerine sahip olmaya basladigi alan
olarak bu teorik arka planin gercek politika akisina yansimasii analiz etmek i¢in
odaklanilacaktir. Tez boyunca Cin kalkinmacilig, siyasi parti iistiinliigii ilkesinden
vazgecmemekle birlikte az gelismis bir sosyalist ekonomiden gelismis bir endiistriyel
ekonomiye gecise atifta bulunmak i¢in kullanilacaktir. Buna karsin kalkinmaciliin
ana akim anlami ile Cin kalkinmaciligi arasindaki fark da detayli sekilde
sunulmalidir. Bu kapsamda ana akim kalkinmacilik genel olarak DIT’lerin miimkiin
oldugunca siyasi etkiden uzak, liberal ¢izgide ve Keynesyen bir ¢ergevede hareket

etmesini beklerken Cin kalkinmaciligi DIT’leri ekonomik olarak liberallestirmis
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ancak siyasi olarak otoriteyi saglamlasmistir. Ana akim kalkinmaciligi devletin
roliinii {iretici, yatirimer ve diizenleyici olarak benimserken, Cin kalkinmaciliginda
devletin rolii kara verici olarak da ortaya ¢ikmaktadir. Cin, DIT’ler aras1 ciddi
rekabetlere de imkan taniyan bir piyasa gelistirirken ideolojik catismalar1 da arka
plana itmistir. Bu kapsamda degerlendirildiginde Cin’in siyasi yapisinin partinin
istlinliglinii, parti-devlet yapisini ve ekonomik kalkinmay1 gerekli kilmasi, Cin’in

DIT’leri merkeze alan bir kalkinmacilik modeli gelistirmesini saglamistir.

Bu tez ayn1 zamanda DIT'lerin siyasallasmasini, devletin emirlerini yerine getirmek
icin birden fazla yola sahip oldugu ve sonunda elde edecekleri ekonomik olmayan
cikarlara gore bunlardan birini sectigi bir senaryo olarak ele alacaktir. Bu tez
arastirmasi boyunca, hangi devlet dairesinin ilkelerine 6ncelik vereceklerine karar
verme konusunda kendi siyasi alternatiflerine sahip olduklari fark edilmistir. Ornegin
Disisleri Bakanlig: ile Ticaret Bakanlig1 arasindaki rekabet bu farkli alternatiflerin
yol actig1 en somut drneklerden biri olarak analiz edilmistir. Bu rekabet kosullari,
DiT'lerin ekonomik olmayan ciktilar1 da dikkate alarak aralarindan birini digerine
tercih etmelerine ortam olusturmaktadir. Bagka bir deyisle, siyasallasma, mutlaka
Disisleri Bakanligi yerine Ticaret Bakanligi’nin c¢ikarlarini segtikleri anlamina
gelmez. Daha ziyade, kesin hiikiimet emrini eyleme gecirirken bu kurumlardan
birinin ¢ikarlarina ve prensiplerine oncelik vermek i¢in bunlardan birini se¢meleri ve
secme sanslar1 olmasi olarak degerlendirilebilir. Bu kapsamda DIT’lerin
siyasilesmesi giiniin sonunda kimi sectiklerinden ziyade bir se¢cim yapabilecek bir

posizyona gelmeleri seklinde yorumlanabilir.

Bu tez, Cin'in ekonomik kalkinmasina atfedilen énemin, Cin'i DIT'leri merkeze
alarak kendi kalkinmacilik modelini gelistirmeye yonelttigi sonucuna varmakla
beraber,  KYG'nin agiklanmasi ve uygulanmaya baslamasi ile, DIT'lerin
kalkinmaciliktaki bu kullanim giiciinii disa doniik bir diplomasi aracina doniistiirmiis
olmasi ve dolayistyla DiT'leri siyasallastirmasini tartigmaktadir. Bu siyasallasma,
aym zamanda DIiT'lerin KYG projelerinin yurtdisindaki uygulama siirecinde belirli
siyasi yetkileri ele gecirmesine ve dolayisiyla hiikiimet iizerinde de siyasi bir etkiye

sahip olmalarina olanak saglamistir.
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Bu de facto elgilik ve siyasallasmanin kapsamli bir sekilde anlasilmasini saglamak
i¢cin Oncelikle tiim bunlarin basladigi ilk ana geri donmek gerekir. Ekim 2013'te Cin
Devlet Bagkan1 Xi Jinping, Genel Sekreterlik gorevini iistlendikten hemen sonra
Kazakistan'm Nazarbayev Universitesi'nde yaptig1 konusmayla eski Ipek Yolu'nun
yeniden kurulmasi i¢in ¢agrida bulundu. Sadece bir ay sonra Endonezya
Parlamentosu'na hitaben yaptig1 konusmada Deniz Ipek Yolu'nun kurulusunu tanitti.
Akademisyenler ilk basta Xi'nin Cin'in kiiresel ticaretteki hakim konumunu
siirdiirmek igin eski Ipek Yolu'nu uyandirmay1 planladigini diisiiniirken, kisa siirede
Xi'nin stratejisinin daha kapsamli bir plan oldugu anlasildi. Daha sonra Kusak ve Yol
Girisimi (—77 — ¥ Vi dai yi lu-KYG) olarak adlandirilan girisim, birka¢ kitada
140'tan fazla iilkeyi kapsadi ve kiiresel ticaretin yaklasik % 40'm1 ve diinya
ticaretinin 1/3'iini olusturan tlkelerin aktif katilimini1 sagladi. Mao’nun kurulus
doneminin ardindan Deng Xiaoping’in disa ac¢ilim politikasi, Cin’in kiiresel
gbriiniimiinii arttiric1 etkiye sahip olmusken, Xi’nin bdylesine kapsamli bir girigimi
aciklamasi diinya ¢apinda pek ¢ok uzmanin da ilgisini ¢ekti. KYG’nin 6zellikle
Cin’in diinya capindaki aktif roliinii korumasi ve en onemlisi Bati1 kokenli gelisim

modeline bir alternatif saglama potansiyeli de dikkat ¢eken unsurlar arasindaydi.

Diinya ¢apinda 140'tan fazla iilkeyi kapsayan Cin'in KYG’nin, diplomasi ve ticaretin
her alaninda kiireselleserek temel olusturmasit potansiyeli de dikkat ceken
unsurlardan biri olarak goriilmektedir. Bu kapsamli diplomasiye devlet disi
aktorlerin katilimi, Cin diplomasisinin gidisatin1 sekillendirmeye baslamistir.
KYG'nin temel oyuncularindan biri olan Cinli DIT’ler, Cin'in de facto elgileri haline
geldikleri bir noktaya ulasmistir. Yine de Cin'in disar1 agilim politikasinin mekansal
ve gelistirilmis versiyonu ve yeni dis politikas1 olarak KYG i¢in DIT'lerin
kullanilmasi, halihazirda sunulmus olan deneyimleri DIiT’lerin verimsizligini
gosteren ana akim diisiinceden farkli olmasi sebebiyle pek ¢ok akademisyenin de

ilgisini ¢cekmistir.

Ote yandan, Cin'in 6zgiinliigiiniin de tam bu noktada ortaya ¢iktig1 anlasilmaktadir.

Bu durumun en énemli sebeplerinden birinin Cin DIT'lerini hem i¢ siyasette hem de
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dis iligkilerinde oldukg¢a etkin kullaniyor olmasidir. Bu nedenle, bu tez Cin
DiT'lerinin benzersizligine odaklanmaktadir. Aslinda, yakin tarihleri boyunca
yaptiklar1 reformlar sayesinde Cinli DiT'ler artik yurt disinda hem siyasi hem de
ekonomik olarak giiclii aktorler haline gelmistir. Bu nedenle bu tez, Cin'in
DiT'lerinin zarar eden ekonomik kurumlardan basarili bir sekilde kar eden siyasi
kurumlara doniistiiriildiigiinii savunmaktadir. KYG ise DiT'lerin siyasallagmasini
incelemek igin benzersiz bir drnek teskil etmektedir. Cinli DIT'ler, KYG ile yurt
disina ¢ikarak siyasi kurumlar ve Cin'in yurtdisindaki de facto elgileri haline
gelmistir. Bu siyasallasma, sadece devletin DIiT'ler iizerindeki siyasi etkisini
icermekle kalmaz, aym zamanda DIiT'lerin kendi siyasi tercihlerini yapmalar1 ve
dolayisiyla hiikiimet iizerinde siyasi giice sahip olmalar1 i¢in uygun bir ortam yaratir.
Bagka bir deyisle, “devlet miilkiyeti bir bi¢imi tanimlar, ancak icerigi zorunlu olarak
tanimlamaz” (Medeiros & Majerowicz, 2022, s.220) iddiasinin aksine, bu tez, devlet
miilkiyetinin DiT'lerin hem bigimini hem de igerigini tanimladigim savunur. Ayrica,
mevcut literatir CKP'nin siyasi giiciiniin DIT'lerin ekonomik giicii ile
birlestirilmesine odaklanmaktadir. Yine de bu yaklasim, DIiT'lerin, dzellikle Cin
disindaki KYG uygulamasi sirasinda CKP’ninkiler kadar 6nemli goriinen kendi
siyasi yetkilerine iligkin anlayistan yoksundur. Bu nedenle bu tez, literatiirde Cinli

DIT'lerin siyasallasmasindaki boslugu doldurmay1 amaglamaktadir.

Cin DIT'lerinin siyasallasmasini analiz etmek i¢in ilk boliim, Cin'in benzersiz siyasi
yapisma ve DIT'lerin literatiirdeki genel anlayisina iliskin bir arka plan
saglamaktadir. Aslinda, Cin siyasetinin 6zii olarak, CKP'nin parti ustiinligii ve
devletle biitiinlesmesi kavramlar1 daha ayrintili olarak analiz edilmektedir. Sosyalizm
etiketini agmak, ekonomik kalkinmanin rolii ve CKP'nin hayatta kalmasi i¢in 6nemi
de tarismanin ana eksenine yOon veren unsurlar arasindadir. Aslinda, ekonomik
kalkinma, tilkede istikrarli bir rejimi siirdiirmek i¢in bir 6liim kalim meselesi olarak
degerlendirilmekte ve partinin istiinliigliniin korunmasi i¢in ekonomik kalkinma
mesruiyeti saglayan bir arag olarak goriilmektedir. Buradaki temel nokta CKP’nin
basta bir devrim gozeten bir partiden hiikiimeti yoneten bir parti kimligine gegmis
olmasidir.Dolayisiyla CKP politikalar1 temelde partinin mutlak {stiinlik ve

kontroliinii hedefleyen adimlar olarak gériilebilir. Bu durum partinin varliginin hem
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yatay hem de dikey eksende Cin’de glindelik yasamin her alanina entegre edilmesini
de agiklamaktadir. Cin’in parti Ustiinliigii, parti-devlet yapist ve siirekli ekonomik
kalkinma gerekliligi, Cin’in kendi ilkelerine bagl kalirken yeni ve kendine 6zgii bir
ekonomik kalkinma modelini gelistirmesini de gerekli kilmistir. Cin'in ekonomik
kalkinmasmin tarihsel yonline kisaca deginilirken, tartisma Cin'e 06zgi
kalkinmaciligin temel kavramini giindeme getirmektedir. Aslinda, az gelismis bir
sosyalist ekonomiden gelismis bir endiistriyel ekonomiye gecise atifta bulunan Cin
kalkinmaciligi, sosyalizmin politik ideolojisi ile piyasalarin liberallestirilmesini bir
olgiide dengeler. DiT'lerin Cin kalkinmaciligindaki roliinii vurgulamak icin,
DiT'lerin mevcut literatiirdeki genel anlayisi ve Bat1 deneyimleri de ele alinmaktadir.
Tipik bir DIT’in yasam déngiisiiniin cemberini sunan ve DIT’lerin baslangi¢ noktasi
Cinli DiT’lerin durumuna ¢ok benzeyen bir 6rnek olarak Tiirkiye’deki DIT’lerin
analizi de DIT’lere kars1 ana akim anlayis1 ve Cin’in 6zgiin anlayisim karsilastirmak
icin etkili bir analiz olarak degerlendirilmistir. Bu sebeple, calismada Tiirkiye'deki
DIT deneyimine de kisaca deginilmistir. Tiirk DIT'leri 6rnegi de bu tezin ana

arglimanini gostermesi agisindan 6nemlidir.

Geleneksel kalkinmacilik anlayist  degerlendirildiginde, devletin {ilkelerinin
ekonomilerinde ve kalkinma siireclerinde aktif rol oynayabilecegi diisiincesi
vurgulamaktadir. Ozellikle 1940-1960' yillarda ekonomik problemlerin yasanmaya
baslamasi ile birlikte, devletin ekonomiye miidahale etmesi gerekliligi duygusu
giderek artmistir. DIT’ler ise bu kapsamda devletin ekonomiye miidahale araglari
olarak sunulmus ve belirli bir donem etkilerini gostermistir. 1970'lerdeki sermaye
birikimi sorunlari, Fordist iiretim ve refah devleti ilkelerinden vazgegilerek ve
piyasalarin derinlestirilmesi umuduyla minimal devlete gegcilerek asilmaya
calistimistir (Zengin, 2009). Washington Konsensiisi ve Diinya Bankasi gibi
uluslararasi kuruluslarin, devletleri neoliberal ilkelere donmeye ikna etmedeki yol
gosterici  rolii ise, kalkinmaciligin disiisiinii  hizlandirmistir.  Bu  nedenle,
kalkinmacilik anlayisi, Batili iilkelerin basarisiz deneyimlerinden dolayr smirh

kalmistir.
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Cin ise tamamen kendine 6zgii bir kalkinmacilik perspektifini benimsemektedir.
Aslinda bu 6zgiinliikk, CKP tarafindan kontrollii kapitalizasyon ile sosyo-ekonomik
degisimlere ragmen mevcut siyasi yapinin siirdiiriilmesi arasindaki optimum denge
ile gosterilmektedir (Sezen, 2021). Ideolojik ¢atismanin derecesini diisiirmek ve
kapitalist ve sosyalist mekanizmalarin pratik dengesine odaklanmak, devletin siyasi
tistiinliigiinii siirdiirmek icin yeterince dogrudan olmasina ve ayni zamanda kalkinma
odakli kurumlarin i¢ rekabetlere girmesine izin verecek kadar dolayli olmasina izin
vermis ve 6zgln bir model ¢ikartmistir. Cin'e 6zgl kalkinmacilikla ilgili literatiirdeki
genel tartisma, hem siyasi hem de ekonomik bir arag olarak kullanilan DIT leri de 6n

plana ¢ikarmistir.

Cin'in siyasi parti onceligi ve ekonomik gelisimine iliskin arka plan bilgilerinin
ardindan, ikinci béliim Cin DIT'lerinin énemi ve 6zelliklerine odaklanmaktadir. Bu
nedenle, bu kadar gelismis bir ekonominin hala DiT'lere ihtiyag duymasinin
nedenleri ve bunlarin zarar eden ekonomik kurumlardan kar eden siyasi kurumlara
donligme bigimleri detayli sekilde analiz edilmektedir. Cin’in Anayasasinda da
belirtildigi iizere sosyalist bir devlet olmasi ve hi¢ bir finansal kar elde edilmese bile
sosyalizmin bir gerekliligi olarak devlet sirketlerinin var olmasi, DIT lerin aslinda
devlet i¢in yedek bir ekonomik arag gorevi gdrmesi, DIT lerin devlet tarafindan
gelisimi gerekli goriilen sektdrlere kolayca yonlendirilebilmesi ve son olarak
DiT’lerin calisanlarma sunulan refahin sosyalist bir iilke olarak Cin’in her bir
vatandasima saglamakla yiikiimli oldugu sartlar1 yerine getirmede kolaylik
saglamasi, Cinli DIT’lerin éneminin altin1 ¢izmistir. Aslinda, 2003 yilinda Devlete
Ait Varliklar1 Denetleme ve Idare Komisyonu'nun (SASAC) kurulmasi ve DIT'lere
parti miidahalesinin mekanizmalar1 DIT’lerin bu faktérleri saglayan kurumlar
olmasinin yaninda siyasilesmeye basladig1 siire¢ icin de 6zellikle 6nemli olan ana
kavramlar olarak tartisilmistir. KiT'lerin sahiplik, denetim ve karar verme siireclerine
iliskin benzersiz ag yapisin1 ve bunlarin diger devlet aktorleri ile baglantilar1 da
DIT’lerin kurumsal yénetim mekanizmasina ek olarak siyasi olarak da yonetildiginin
en somut Orneklerinden biridir ve birinci yon siyasilesmeyi somut sekilde

sunmaktadir.

104



Cinli DIT’lerin bu kadar giiclii bir siyasi yonetimin altinda bulunmas i¢in kurulan
yonetisim modeli de incelenmektedir. DIT'ler sadece sahiplik yapilar1 agisindan
degil, yonetim mekanizmalar1 agisindan da benzersiz kurumlardir. Baska bir deyisle,
DiT'ler hem kurumsal ydnetim mekanizmalarinin hem de siyasi yonetim
mekanizmalariin birlesimine sahiptir. Kurumsal mekanizma, yonetim kurulu veya
denetciler gibi ilgili yonetim organlari ile yonetigsim tasarimini takip eden klasik 6zel
girisimi ifade eder. Beklenecegi gibi, kurumsal yonetim yapilarinda sirketlerin
yonetim organlar1 yalnizca hissedarlar i¢in en iyi sonuglar1 saglamak i¢in ¢alisir. Cin
orneginde, DIT'lerin kurumsal yonetisim yapilari, 1993 yilinda cikarilan Cin
Sirketler Kanunu'na da yasal olarak bagl olmalarm gerektirmektedir. Ote yandan,
siyasi yonetim mekanizmasi, DIiT'lere hiikiimet tarafindan kararlastirilan 6zel
hedefler getirmektedir. Bu anlamda DIT'lerin siyasi yonetisimi yerine getirmek icin 4
temel ayag1 su sekilde siralanabilir: devlet miilkiyeti, partinin kadro yonetim sistemi,
karar alma siirecine katilim ve parti i¢i denetim (Jin vd., 2022). Onceki boliimlerde
tartisgildign  gibi, DIT'lerin miilkiyet yapist farklihk gostermektedir. Bu &zel
girisimlerden ve onlar1 yasal olarak devlete ait kilmak, daha sonra herhangi bir siyasi
kurumun DIT'ler iizerindeki her eylemini mesru gosterir, ¢iinkii giiniin sonunda o
sitketin sahibi olarak rol oynarlar. Ancak, burada belirtmek gerekir ki, Cinli
yetkililerin resmi belgeleri ve konusmalari, diger tiim devlet varliklar1 gibi DIT'lerin
de tamamen halkin miilkiyetinde oldugunu agik¢a belirtmektedir. Yine de, hiikiimet
diisiincesi ve halkin iradesinin denetimine verilmesi onlart mesru bir konuma
getirmektedir. Bu nedenle, DIT ile hiikiimet arasindaki miilkiyet iliskileri, sonraki ii¢
siitunu daha da mesrulastirmak i¢in ¢ok onemli bir iliski olarak goriilebilir. Partinin
kadro ydnetim sisteminin ikinci ayag ise asil siyasi etkinin DIiT'lerin y&netiminde
ortaya ciktig1 yer olarak degerlendirilmektedir. Bu sistemin genel prensibi, yine
hiikiimet tarafindan kararlastirilan kilit DIT'lerin iist diizey yoneticilerinin CKP
merkez komitesi tarafindan atanmasi, kilit olmayan DIT'lerin yoneticilerinin ise
dogrudan yonetime bagli olan SASAC tarafindan atanmasidir. Kadro sistemiyle
atanan DIT y&neticileri, parti icinde hem yonetici hem de belli siyasi unvanlara sahip
yart memurlardir. Sistem, yoneticilerin partinin siyasi ideolojisi dogrultusunda
hareket eden, partinin getirdigi ilke ve gereklilikleri tam olarak anlamis kisiler

arasindan seg¢ilmesini saglarken, list yonetim kademelerine atanan yoneticiler de
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partinin siyasi ideolojisine bagli oldugunun bilincindedir. Hem partiye hem de
Sirketler Kanununa bagli olduklar1 ve her ikisini de dengelemek zorunda olduklari
bir pozisyona sahiplerdir. Devlet, gerektiginde 6nlem alabilmek i¢in {i¢ilincli ayak
olarak &n ve capraz atama sistemlerini de uygulamakta ve her DiT'in karar alma
siireclerine aktif olarak katilmaktadir. Ex-ante sistemi, DiT'ler tarafindan aliman tiim
kararlardan 1ilgili tarafin haberdar olmasini ve onaylanmasini saglayacak sekilde
tasarlanmistir. Giindeme istenmeyen bir karar konulmasi durumunda, parti
komitesinin veto hakki vardir ve bu kararin uygulanmasi veto ile durdurulabilir. Bu
anlamda, ex-ante sistemi herhangi bir DIiT kararini etkilemek ve yonlendirmek icin
en somut ve giiclii ara¢ olarak 6ne ¢ikmaktadir. Bununla birlikte, veto yetkisinin
hiikiimetin elinde nadiren kullanilan bir ara¢ olmaktadir. Bunun temel sebebi
halihazirda ¢apraz atama sisteminin zaten karar vericilerin tlimiiniin parti ile ayni
cizgide olmasini sagliyor olmasidir. Bu durumda, capraz atama, resmi parti
tiyelerinin karar alma organlarina atanmasini ifade eder ve bunlar siirekli olarak
farkli DIiT'lerin benzer komiteleri arasinda doniisiimlii olarak yer degistirir. Parti ici
denetimin son ayag1 ise DIT'lerin genel performansinin izlenmesi, raporlanmasi ve

disiplin teftis kuruluna bagli olarak yonetilmesidir.

Sinirlart igerisinde 150.000'den fazla DIT'e ev sahipligi yapan Cin’in DiT'leri kontrol
etmek ve ayn1 zamanda hiikiimetin onlar1 daha yonetilebilir hale getirmesi i¢in onlar
kategorize etmesini gerekliligi dogmustur. Bu siiflandirma, DIT'lerin farkh
seviyeleri ve tiirleri arasindaki dinamikleri ve ayrica devlet ile DIT arasindaki
iliskinin dogasin1 da nemli 6lgiide etkiler. Ornegin, yerel diizeydeki DIT'ler, benzer
basar1 dykiilerine sahip farkli bolgelerdeki ama aym seviyedeki DiT'lerle rekabet
ettikleri i¢in en rekabetci olanlar arasinda kabul edilmektedir. Merkezi diizeydekiler
ise diinya capinda en basarili olarak goriilen ve bu nedenle kendi 6zel calisma
alanlarinda tekel olma sansi daha yiiksek olanlardir. DIT'lerin seviyeleri, Cin'in
yurtdisindaki de facto el¢isi olma olasiligin1 6nemli Olclide etkilemektedir. Ancak
burada DIT tiirlerini de incelemek gerekir ¢iinkii devletin belirli bir DIT'e hangi
araclarla ne kadar miidahale edecegine ve belirli bir DIT tiiriinii kiiresellesmeye ne

kadar uygun gorecegine de karar verir.
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DiT'lerin siyasi kontroliine iliskin tartismanin ardindan, DIiT'lerin de facto elgiler
olarak hareket edecegi Cin ekonomik diplomasisinin uluslararast yonii
sunulmaktadir. Bu bdliimde oncelikle Mao, Deng ve Xi'nin diplomasi donemi
arasindaki farklar gosterilmis, Cin'in gecerken nehirdeki her tasa basarak ve
hissederek ge¢cme ilkesinin ekonomik diplomasisini nasil sekillendirdigi
gosterilmistir. Diplomasinin  merkeziyetsizlesmesi ve transprofesyonellesmesi
kavramlar1, KYG uygulamasinda DIT'lerin roliinii analiz etmek i¢in dzellikle 5nemli
bir konumda analiz edilmistir. Daha sonra KYG’nin dogasin1 hem yerel hem de
uluslararast  perspektiflerden anlamak icin literatiirdeki temel argiimanlar
Ozetlenmistir. Dis politikanin mekansal bir versiyonu olarak KYG'ni yeni bir dis
politika olarak ele alan uygulama siireci ve ag haritasi, DiT'in de facto elgiler olarak
roliinii tartigmak i¢in ana boliimleri olusturmustur. Uygulama siirecinde devlet
kurumlar1 arasindaki rekabet, DiT'lerin siyasilesmesi i¢in yeni bir alan acarak
tartigmay1 daha da aydinlatmaktadir. Bu nedenle, DiT'lerin KYG’de oynadig1 siyasi
ve siyasi olmayan rol arasindaki farklar da belirtilmistir. Siyasi giic olarak
tanimlanan senaryo DIT’lerin devlet kurumlari ve ¢ikarlar1 arasinda kendilerinin
ekonomik olmayan ¢ikarlarin1 dikkate alarak bir segeneginin olmasini ve bu segenegi
secebilme sansi olmasini ifade etmektedir. Bu durum ozellikle DIT’lerin merkezi
hiikkiimet emirlerini  yorumlama ihtimallerinden gelmektedir. Nie'nin KYG
projelerinde DIT ile hiikiimet arasindaki ii¢ etkilesim modeli ele alinmis ve ilk model
olan Hiikiimet + DIT modelinde DIT’lerin diplomatik araglar ve de facto elgiler
olarak rol oynadigr savunulmustur. Buna karsin ikinci yonde ise Nie’nin ikinci ve
liciincii Bagimsiz KiT ve KiT+ Hiikiimet modellerine odaklanilmis ve DIT’lerin bu
modeller altindaki uygulamalarda ¢ok daha fazla siyasilestigi ve hiikiimet {izerine
siyasi etkiye sahip oldugu analiz edilmistir. Bu kapsamda bu tez, DiT'ler ile
hiikiimetin nasil birbirlerinin siyasi araclar1 haline geldigini savunmus ve bu ikili

siyasi etkiyi KYG projeleri iizerinden analiz etmistir.

Uzmanlar arasinda, o6zellikle KYG sonrasi donemde Cin diplomasisinin
merkeziyetsizlesmesi ve transprofesyonellesmesi sayesinde KiT'lerin Cin hiikiimeti
i¢in dis politika araclar1 haline geldigi konusunda agik bir fikir birligi bulunmaktadir.

DiT'lerin dis politika aract olup olmadigi ise KYG'de izlenen uygulama modeline
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baghdir. Nie, Hiikiimet + DIT modelinde ¢ikarlarin ve énceliklerin hepsinin hiikiimet
tarafindan belirlendigini ve DIT tarafindan kabul edildigini savunur. Dolayisiyla
model, DIT'leri yurt disinda dis politika araci olarak acikca elinde bulundurmaktadir.
Ayrica, bu tez, Hiikiimet + DIT modelinde, hiikiimetin DIT iizerinde giilii bir siyasi

etkiye sahip oldugunu savunmustur.

Ote yandan, bagimsiz DIT ve DIT + Hiikiimet modelleri, DiT'lerin giiclii bir siyasi
giice sahip oldugunun savunuldugu modellerdir. Bu iki model ayni1 zamanda iki
tarafl etkiyi gosteren modellerdir ve burada bu tez DiT'lerin de hiikiimeti etkilemek
icin siyasi bir giice sahip oldugunu savunmaktadir. Bu anlamda Nie, DIT + Hiikiimet
modelinde 6nceligin DiT'lerin ekonomik cikarlarma verildigini savunsa da, modelin
uygulanmasindan kaynaklanan pratik potansiyel nedeniyle DIT'ler karar alirken hem
ekonomik hem de siyasi sonuglari dikkate almaktadir. DIT + Hiikiimet modeli
ayrica, hiikiimetin DIT'ler {izerinde iistiin bir siyasi etkisinin olmadigi, ancak
DiT'lerin hiikiimet iizerinde siyasi etkiye sahip oldugu bir senaryo da sunmaktadur.
Aslinda bu nedenle Nie, DiT'lerin bu model altinda hiikiimetin elinde zayif araglar
oldugunu da savunmaktadir. Son olarak, bagimsiz DIT modeli en politik DIT
profilini sunmaktadir. DIT ile devletin ¢ikarlar1 ortiisse de DIT'ler devlet igin bir
politika araci olarak goriilemez. Bunun yerine, yurt disinda KYG i¢in faaliyet

gosterdiklerinde hiikiimet iizerinde kendi siyasi etkilerine sahip olurlar.

Cin, diinya sahnesinde her gegen giin daha onemli bir siyasi aktor olarak One
cikarken, Cin’in kiiresellesme yontemlerini anlamak da 6nem kazanmaktadir. Essiz
karakteristik diplomasi yapist ile Cin, devlet dis1 aktorlerin yumusak giiclerinden
yararlanmaktadir. Bu nedenle, kiiresel Cin'i anlamak i¢in en etkili diplomasi aracinin,
yani DIT'lerin rolii de anlasilmalidir. Ancak, fiilen disarida siyasi aktdrler haline
gelirken, DIT'lerin de siyasi bir sekilde hareket edebildigini belirtmek gerekir.
Dolayisiyla bu tez, DiT'lerin KYG uygulamasindaki siyasi giiclerini anlayarak
literatiirdeki boslugu doldurmaktadir.
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