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Trade War ï Who will be the winner in the US-China Conflict? 
 

 

Economists are warning that the world is on the verge of an all-out trade war. With US 

President Donald Trump imposing a lot of taxes on imports, and China hitting back with similar 

measures, there is every possibility that world will witness a new war ï a trade war ï in the 

coming months. 

What is a trade war? 

A trade war is an economic conflict in which countries impose import restrictions on each other 

in order to harm each otherôs trade. 

In a trade war, two or more counties create trade barriers on each other in retaliation for other 

trade barriers. 

What are trade barriers? 

Trade barriers are what governments use to hinder or control free trade (mainly imports from 

another country). 

There are two types of trade barriers. 
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1. Tariff  barriers  ï Eg: Import tariff, Export tariff, Specific duty, Ad valorem 

duty, Countervailing duty,  Anti-dumping duty, Protective tariff etc. 

2. Non-Tariff  barriers  ï Eg: quotas, embargoes, sanctions, levies and other restrictions. 

What is a Tariff? 

In simplest terms, a tariff is a tax. 

A tariff is a tax on imports or exports. 

Money collected under a tariff is called a duty or customs duty. Tariffs are used by governments 

to protect domestic industries from competition. 

It adds to the cost of imported goods. 

Trump Tariffs 

 

The Trump tariffs are a series of tariffs imposed during the presidency of Donald Trump. In 

January 2018, Trump imposed tariffs on solar panels and washing machines, and in March 

2018, he imposed tariffs on steel and aluminium. 

The case the White House is making is that the tariffs necessary to protect vulnerable American 

industries. 

President Donald Trump had said that the US which has nearly USD 800 billion deficit with 

other countries is ready for a trade war with them if they retaliated against his decision to 

impose 25 per cent import tariff on steel and 10 percent on aluminium. 

Trade War Escalation ï between US and China 
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On March 7, US President Donald Trump announced 25% tariffs on imports of steel and 

aluminium from China. 

China responded by saying it would impose duties on $3bn worth of US products, announcing 

tariffs of up to 25% on imports of food including frozen pork, wine and some fruits on April 1. 

What can World Trade Organisation (WTO) do? 

The arbiter of international trade disputes ï WTO ï was born in 1995 out of a set of agreements 

struck by countries trying to reduce trade barriers. 

If a governmentôs complaint about another nationôs trade barriers is seen as grounded, the 

WTO recommends acceptable retaliation. 

In the case of steel, Trump is invoking a seldom-used clause of a 1962 U.S. law that gives him 

the authority to curb imports if they undermine national security. 

Under WTO rules, countries can take trade actions to protect ñessential security interests.ò 

Other nations could challenge the validity of the U.S. use of that clause. They also could copy 

the U.S. move by citing national security to block imports themselves. 

Trade War ï Who will be the winner? 
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Stockmarkets across the world have fallen anticipating a full-blown trade war between the 

United States and China. 

The tariffs measures were poorly received by the vast majority of economists; almost 80% of 

104 economists surveyed by Reuters believed that imports on tariffs on steel and aluminum 

imports would be a net harm to the U.S. economy, with the rest believing that the tariffs would 

have little or no effect; none of the economists surveyed believed that the tariffs would benefit 

the U.S. economy. 

On the other hand, the trade war can badly affect China too. If Chinaôs exports suffer from 

President Trumpôs upcoming trade actions, and any copycat barriers elsewhere, domestic 

consumption hardly looks robust enough to carry growth. 

Should a trade war escalate between the US and China, consultancy Wood Mackenzie 

estimates that global economic growth could slow from 2.9% to 2.2% over the next four years. 

The small, open economies in the eastern part of the European Union will suffer 

disproportionately if the global trade war currently brewing extends to Europe, analysts have 

warned. 

ñJonathan Butcher, Wood Mackenzie principal economist, in a March 28 note, says, ñThat risk 

of retaliation and escalation is itself a threat to the global economy. We are currently enjoying a 

period of robust global growth, but sentiment plays a big part in maintaining economic 

momentum. The threat of a trade war could dampen sentiment, slowing consumer spending 

and business investment. If a trade war does developé There are no winners in such a 

situation.ò 

What happened in previous trade wars? 

One of the most notorious examples is the Smoot-Hawley Act passed by Congress in 1930 

and often blamed for deepening the Great Depression. The act raised import tariffs on some 

20,000 goods provoking retaliatory tariffs by major US trading partners, leading to a severe 

trade war, the contraction of world trade, and exacerbation of the Great Depression. 

Who wins in trade wars? 

No one, if history is any guide. When President George W. Bush raised steel tariffs in 2002, 

U.S. gross domestic product declined by $30.4 million, according to the U.S. International Trade 
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Commission. The U.S. lost about 200,000 jobs, about 13,000 of which were in raw steel-

making, by one estimate. 

Summary 

Trumpôs trade war will hurt everyone ð the only question is how much. Everybody, all 

economies, will be adversely affected. 

A trade war between the worldôs major economies would lead to a significant contraction of 

world trade. In turn, this could result in a deep recession in the world economy, which would, no 

doubt, exacerbate the already tense geopolitical strains. 

Reference: 

1. Wikipedia 

2. Investopedia 

3. Bloomberg 

4. Business Insider 

5. EPW 
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óJerusalem as Israelôs Capitalô ï Implications of US Embassy in 

Jerusalem 

 

Recently, US President Donald Trumpôs pledge to declare Jerusalem as the capital of Israel 

has caused controversy across the world. He also announced his plans to move the US 

Embassy to Jerusalem from Tel Aviv. Letôs analyse the implications of US Embassy in 

Jerusalem. 

What is the capital of Israel? 

Israel claims that Jerusalem is its capital, but this is not internationally recognised. This is 

because the ancient city is also the proclaimed capital of the State of Palestine. And more than 

that, Jerusalem is one of the main contentions in Isreal-Palestine conflicts. 

So the answer to the question ówhat is the capital of Israelô depends on who you ask. For the 

Israeli government, itôs simple: Jerusalem. But not all countries recognize this. 

Historical perspective of Jerusalem 

Jerusalem is a holy city for the 3 Abrahamic religions viz, Judaism, Christianity and Islam 

representing different periods of its history. 
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¶ By 1917, it fell to the British and they had to protect the region under League of Nations 

mandate. 

¶ UN had chalked up a partition plan for the region by 1947. It had designated Jerusalem as 

a special international zone. 

¶ But soon wars were to follow. In the Arab-Israeli war of 1948, Israel occupied the western 

part and Jordan the eastern part of Jerusalem. The East was to be later annexed by Israel 

in the Six Day War of 1967. 

Except for three nations (US, Czech Republic and the island nation of Vanuatu), this annexation 

was not accepted by the international community and it still considers East Jerusalem as a part 

of Palestine territory. Thus, the demand for the boundary as existing prior to 1967 war is raised 

by nations for a Two-Nation Theory Agreement. 

In deference to this, no country maintains its diplomatic missions in Jerusalem. Foreign 

embassies in Israel are located in Tel Aviv. The embassy of India for Israel is at Tel Aviv and 

has a Representative Office for Palestine at Ramallah in West Bank. 

Israeli ñbasic lawò however cites whole of Jerusalem as its capital. This act has been censured 

by the UN Security Council (UNSC) in ñstrongest termsò in 1980. 

Developments 

Israel government has a greater control over all parts of Jerusalem than the Palestinian 

government except for its East. This is more than evident with the settlement of Israelites to 

occupied parts of East Jerusalem and even West Bank. This is alleged to be a ploy by Israel to 

supplement it claims on these lands. 

On the other hand, Palestine is territorially and administratively divided. 

¶ West Bank (called so as it happens to be the western bank of River Jordan) is led by the 

Fatah-controlled Palestinian National Authority (PNA) with its president Mahmoud Abbas. 

¶ The Gaza strip  is controlled by Hamas, which many countries consider as a militant 

organisation. 

Remember, The Palestinian National Authority was the arrangement for Palestine 

administration of its territories after an agreement in 1994 and consequence of Oslo Accords of 

1993. Elections in 2006 led to Hamas winning the Gaza strip and Fatah reduced to West Bank 

giving rise to an administrative division. The news of shellings during conflict you hear are 
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alleged to be from this Gaza strip and against the actions of illegal settlement and alleged 

atrocities by Israeli Defence Forces (IDF) against Palestinian people. 

The contentious territorial claims on Jerusalem have made it a no manôs land for embassies. 

Not willing to add to the conflict, nations choose not to have a permanent base of any form here 

until the Palestine problem is settled. In the two-state solution, i.e., the coexistence of Israel and 

Palestine as independent countries, Palestine considers East Jerusalem as their future capital. 

Importantly, in December 2016, UN had stated that Palestine territories in Jerusalem were 

under ñhostile occupationò, i.e., by Israel. 

Why is Jerusalem in news now? 

The US president Donald J Trump in his White House speech earlier this month had 

announced that ñit is time to officially recognize Jerusalem as the capital of Israelò. He added that 

it is a matter of time that US embassy is situated in Jerusalem. 

Implications of recognizing Jerusalem as capital of Jerusalem 

¶ The US is a major power and such a decision means it is willing to concede the contentious 

claims of Israel. Few former presidents have been so outrightly acquiescent to the Israeli 

demand. 

¶ The US has brokered for peace and acted as moderators, though not fully impartial, tried to 

settle the issue. This unilateral action, however, could hamper the peace process. Its 

immediate repercussions were seen in latest protests by Palestinian people. 

¶ Open defiance of a global understanding and concern for the Palestinian cause. Even US 

allies have vilified this move. It could cue other nations to take a stubborn and defiant 

position in global talks. Here, North Korea comes to mind. 

¶ Unilateral violation of UNSC resolutions on the need for status quo in Jerusalem and seek 

for a peaceful resolution of this issue. The decision was challenged through a resolution in 

UNSC and UN General Assembly. 

¶ Tougher stand by the Muslim nations of the region. Some led by Turkey declared East 

Jerusalem as the capital of Palestine on December 13th, 2017. 

What the US administration hopes to achieve: 

¶ Wider acceptance to Jerusalem as Israeli capital and move it diplomatic mission there. 

¶ A greater say in the happenings in the middle-east. US policy in this region today faces 

challenges from Russia and regional power Iran and its proxies. 
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¶ To show the world it can take independent decisions that suit a global power. 

¶ Satiate the pro-Israel lobbies and provide a pat on the back of Netanyahu Government of 

Israel. 

The UN vote on Jerusalem issue 

Historically, UN has time and again chided Israel for its unilateral actions. UNSC passed a 

Resolution 476 asking the ñOccupying Powerò Israel to refrain changing the character, 

demographics and status of the Holy City of Jerusalem. (Reference ï Wikipedia) 

The Israeli ñbasic lawò have no legal validity and constitute a flagrant violation of the Fourth 

Geneva Convention relative to the Protection of Civilian Persons in Time of War and also 

constitute a serious obstruction to achieving a comprehensive, just and lasting peace in the 

Middle East, the resolution had said. 

Noting that Israel did not comply with this resolution UNSC came out with a stronger 

worded Resolution 478 in 1980 that asked nations to not have diplomatic missions in The Holy 

City, Jerusalem. 

UNSC on December 18th voted on a resolution drafted by Egypt against the US decision to 

accept Jerusalem as the capital of Israel and shift its embassy there. It did not name the US in 

the resolution but asked nations respect previous UNSC resolutions on the matter. All other 

members had voted for the resolution seeking to stop the US in its tracks. But the US used its 

veto power to put paid to this effort. It was the first time in 6 years that the US had used it veto 

power. 

On December 21, 2017, the UN General Assembly took up a resolution that was tabled by 

Turkey and Yemen on the same issue, as the UNSC had ñfailed to actò. Again the resolution did 

not name any country but asked nations that its actions that go against UNSC resolutions will 

be null and void. The US was found wanting here as the resolution was accepted with over two-

thirds majority. However, the GA resolution in its ñspecial emergency sessionò, unlike the UNSC 

one, is non-binding. 

Earlier, US had threatened nations that if things go against the US it would cut back on this 

funding to UN and also have consequences to those nations. Also, Nikki Haley, US permanent 

representative to UN said that ñNo UN vote is going to make any differenceò to the US decision 

to shift embassy to Jerusalem. 

Indian viewpoint on Jerusalem 
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India has always been sympathetic to the Palestine cause even as it had tried to play a fine 

balancing act vis-a-vis Israel-Palestine issue. It wants a lasting solution on the issue with the 

two nations existing independently side by side. India did not recognise Israel initially as it 

sought its UN membership in 1948. Diplomatic relations were established with that country 

officially only in 1992. 

On the other hand, India had supported Palestine efforts to gain UN recognition. India was 

convinced that the Palestinian people were the victims here. It had faced its own partition in 

1947 on ostensibly religious lines and knows that without a peaceful settlement things are only 

going to worsen. Israel had been repeatedly proven aggressor and used disproportionate force 

upon the Palestine people. 

Indiaôs stand on the issue had lately alternated. The stronger US embrace in Indian diplomacy 

is sighted as a reason for this. However, in the latest UNGA resolution, India voted for the 

resolution and thus against the US. This, after US, released a statement to members that the 

US President would take their vote ñpersonallyò. 

Examining Indiaôs vote 

India has taken a bold and right  decision here. There is nothing good to be achieved by the 

unilateral decision by the USA. The world community including USôs staunchest allies did not 

support the US decision. The problem is not that of the sovereign decision of US to choose 

where to locate its embassy, it is of the need to respect the UNSC resolutions that have been 

collectively accepted. 

This vote may cause slight discomfort for India as The Israeli Prime Minister Benjamin 

Netanyahu is set to visit India next month, first by an Israeli Premier after 15 years. It could be 

hoped that diplomats could deliberate on this and impress upon Israel that there will be no 

winners if this US decision is put into action. India needs to reiterate the need for  status quo until 

the peace process comes up with an agreement acceptable to both nations as well as the 

international community. 
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Korean Conflict ï North Korea, South Korea, USA, and China 

In todayôs world, there are mainly three ongoing conflicts which possess the capacity to 

escalate into a nuclear conflict. These are Israel-Palestine, India-Pakistan and the Korean conflict. 

Of these three, the most unpredictable and volatile is the Korean conflict; attributed to the 

megalomaniacal character of the North Korean ruler. In this article, we would cover all the 

aspects of the Korean Conflict that you must know. 

Modern Korea ï History  from Genesis to the conflict 

¶ The present-day political conflicts in Korea has strong roots in its history ï the earlier 

Chinese and Japanese influence and the later USSR and USA influence. 

¶ The Joseon Dynasty ruled most of the Korean peninsula from 1392-1897 (for more than 5 

centuries). 

¶ Joseon was the last dynasty of Korea and its longest-ruling neo-Confucian dynasty. 

¶ The philosophy of neo-Confucian professed by the Joseon is the strongest linking factor of 

the Korean peninsula. 

¶ China had considerable influence on the Joseon Dynasty. It was a vassal of Qing dynasty 

of China. It even leads to a period where Korea was open to trade only with the China. This 

explains the historical link  between China and Korea. 
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¶ In 1895, Treaty of Shimonoseki was signed between Japan and China after the former 

defeated China in Sino-Japanese war (1894-95). 

¶ As the result of the treaty, Joseon was removed from the Chinaôs vassalage. 

¶ In  1897, the Joseon was renamed as KOREAN  EMPIRE.  

¶ From 1897-1905 Korea witnessed a strong autocratic rule under Emperor Gojong. He 

embarked on a journey to strengthen military and market structure of Korea. He was 

helped by Russia, which had much influence on Korea during the period. 

¶ The Russo-Japanese war (1905) ended Russiaôs influence and with the 1905 Protectorate 

Treaty, Korean became a Japanese protectorate. 

¶ 1905-1910 was a period of political turbulence in Korea. It ended with the 1910 annexation of 

Korea by Japan. 

¶ 1910- 1945, Korea was effectively under the rule of the Japanese. It was after the fall of 

Japan in World War-II when seeds of Korean conflict were sown. 

The Korean Conflict  

The present day Korean conflict is born primarily from the seeds sown during Cold War ï 

between USSR and USA. You may note here that after the defeat of Japan ï which was the 

earlier controlling force of Korea ï the super powers were USSR and USA. 

Seeds of the Conflict:  By USSR and USA 
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¶ The Allied forces of the Second World War at Yalta Conference (1945), agreed to establish 

a ñfour-power trusteeship over Koreaò. 

¶ Before a concrete plan could be formulated, the USSR invaded Korea and within a week 

Japan surrendered. This led to a condition where the north of Korea was under USSR and 

the south under rest of allied, mainly USA. (the two regions are divided by the 38th parallel) 

¶ In December 1945 at Moscow Conference, joint Soviet-American commission was 

established to work on Trusteeship issue of Korea. 

¶ The fear of the spread of communism and the mutual distrust between USSR and USA led 

to the failure of the trusteeship plan. 

¶ The advent of cold-war the end to the hope of united Korea. 

¶ In 1948 the United Nations proposed free elections across all of Korea. USSR rejected this 

plan. But an election took place in the American protectorate resulting in the establishment 

of the Republic of Korea (South Korea). 

¶ The next month the northern part was declared as Democratic Peopleôs Republic of Korea 

(North Korea). 

¶ Both halves tried to enhance their reach, territorially and ideologically, which gave birth to 

the Korean Conflict. 

Escalation of the conflict ï The Korean Wars 
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¶ In 1950, North Korea, supplied by USSR, launched an attack on South Korea occupying 

most of the country. 

¶ As a response to the attack, in September (1950) United Nations force led by the US 

retaliated with brutal force and changed the dynamics of the war. 

¶ 1950-51 period was the most turbulent one. 

¶ The US forces led by Douglas MacArthur wished to use the opportunity to capture the north 

and hence crossed the 38th parallel. But their aggression led to the entry of China to support 

North Korea. 

¶ Sensing escalation of the crisis, US president removed Douglas MacArthur in 1951 and 

peace talks began in 1951. 

¶ Mid 1951 to 1953 saw a period of relative calm despite acts of hostilities from both the 

sides. 

¶ After the death of Stalin, in 1953, USSR brokered an armistice agreement. It lead to (1) An 

official ceasefire without a Peace treaty. So, in a sense, the war never ended. (2) Exchange 

of Prisoners of war (PoWs). (3) Establishment of Korean Demilitarized Zone (DMZ)  ï 2.5 

miles wide and approximately 150-mile long areas with no military presence. Though its 

surrounding makes the most fortified border in the world. 

The Weapon Race by North  Korea 

¶ Under Kim  Jong il  (the second leader of North Korea and father of present leader Kim  

Jong-un) North Korea accelerated their nuclear programme and supposedly developed 

nuclear capabilities (probably with help of China). 

¶ It withdrew from the Non-Proliferation  Treaty (NPT) in 2003. (North Korea is not a member 

of Comprehensive Test Ban Treaty (CTBT) too) 

¶ Thereafter it tested nuclear explosives in 2006, 2009, 2013, and 2016. Also, it has 

demonstrated Uranium enrichment capability and possesses weapon grade Plutonium. 

¶ For denuclearizing the Korean Peninsula, the Six-Party Talks between North Korea, South 

Korea, Japan, China, Russia, and the United States began in 2003. Though, these are in 

suspension since 2009. 

¶ There are suspicions that it possesses large chemical weapon arsenal. (North Korea is not 

a member of Chemical Weapon Convention (CWC)) 

¶ In December 2015, Kim Jong Un also claimed to have thermonuclear capabilities (the 

veracity of the claim is, however, a matter of debate). 

Korean Conflict:  Recent Troubles 
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¶ In 2016 North Korea conducted two nuclear test (its fourth and fifth tests). In addition, it 

successfully launched medium and long-range missiles. 

¶ Despite global condemnation and warnings, it continued its ventures and in March 2017, 

launched four Ballistic Missiles. 

¶ Portraying an offensive stance, US started deploying THAAD (Terminal High Altitude Area 

Defence) in South Korea from March 2017. (Note: For information on Indiaôs Ballistic 

missile defence system click here) 

¶ Unfazed by the threats, on 4th July 2017 (Independence Day of USA) North Korea claimed 

to have successfully launched an Inter-Continental Ballistic Missile (ICBM), capable of 

reaching even Alaska, USA. 

óNorth Korea vs South Koreaô now óNorth Korea vs USAô: What Makes Things 

Worse? 
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¶ Megalomaniac attitude of Kim  Jong Un, who in the past has demonstrated acts of utter 

cruelty to satisfy his ego. 

¶ The USA under Donald Trump  is fickle in foreign policy where there seems to be knee-jerk 

based diplomacy rather than realpolitik.  His action in Afghanistan (dropping of GBU-43) 

shows his willingness to go to great extents to satisfy his motives. 

¶ China which serves as a lifeline to North Korea hasnôt shown concerted efforts to solve the 

issue. This resulted in blame game started by the US president, which has further made 

getting Chinaôs support a tough task. 

¶ Despite President of South Korea Moon Jae-inôs call for talks, the North Korean leader 

hasnôt shown much interest. The possibility of talks between the original parties nearly 

over. 

¶ The conflict which involved territorial issue between North and South Korea has 

transformed into a tussle between the USA and North Korea. The launch of ICBM by North 

Korea on 4th July 2017 proves the point. It reduces the possibility of a local solution and if 

not resolved in time, it could lead into a full blown nuclear war. 

Possible Solution to the Korean Conflict  

 

War is not a solution, itôs a progenitor of conflicts. Only total destruction of a party involved can 

bring peace after war, that too depends on whims of the victorious. Therefore, we wonôt 

consider war as a possible solution. Thus the available options are: 

¶ Breaking Economic life line of North Korea with the support of China: 
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Á It is hard to achieve, especially when China consider North Korea as a strategic asset 

to engage USA without confronting the US directly. 

Á Also, if cornered, there is a possibility that Kim Jong Un may take the nuclear path as a 

desperate measure. 

¶ A cyber-attack to paralyse the missile and nuclear weapon system of North Korea. 

Like Stuxnet did to Iran:  

Á Cyber-attacks are best to measure to delay or disrupt but fail on a long term basis. 

Á North Korea has maintained a closed network and itôs very hard to judge how much 

damage cyber-attack can do. A mediocre success by cyber-attack would only make 

North Koreaôs preparedness more robust. 

¶ Conciliation based on the initiative  of South Korea: 

Á This seems the best option available. To start it, we can resume the Six-party  

Meet that has remained in suspension since 2009. Also, US need to take a bigger step 

and remove THAAD so that such talks can begin again. 

Conclusion: Donôt neglect the China factor 
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In his book ñArt of Warò, Sun Tzu calls for war where there should be a diversion of enemyôs 

strength without directly indulging with the opponent. North Korea is the point of diversion of 

strength, the US the opponent and China the strategist. The continued support to the North 

Korea by China, directly as well as clandestinely vindicates this policy. 

Any solution to Korean Conflict would be either short lived or highly destructive if China doesnôt 

support it. Korean crisis is the litmus test of realpolitik and use of force only shows a lack of 

wits. In an ideal world, we could call for a concerted effort by all to bring peace. But pragmatism 

calls for the wait and watch, as for now, peace is not beneficial for the one capable of bringing 

peace. 
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One Belt One Road (OBOR) by China ï Should India Join It? 

Chinese President Xi Jinping announced one of Chinaôs most ambitious foreign policy and 

economic initiatives at the end of 2013. He called for the building of a Silk Road Economic 

Belt and a 21st Century Maritime  Silk Road, collectively referred to as One Belt One Road 

(OBOR). 

One Belt  One Road (OBOR) is arguably one of the largest development plans in modern history. 

But is this initiative a merely economic one or geostrategic step by China? Will India get benefit 

by joining this initiative or not? Let us discuss this initiative in detail. 

What is ñOne Belt, One Roadò or OBOR? 

 

One Belt, One Road (OBOR) is Chinaôs much-touted new foreign and economic policy. It is a 

development strategy to connect China with Central Asia, Europe, and Indo-Pacific littoral 

countries. This policy has two components: 

1. Beltï The ñOne Beltò refers to the land-based ñSilk Road Economic Beltò. Here Beijing aims 

to connect the countryôs underdeveloped hinterland to Europe through Central Asia. 
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2. Road ï The ñOne Roadò references the ocean-going ñMaritime  Silk Roadò. It is to connect 

the fast-growing South East Asian region to Chinaôs southern provinces through ports and 

railways. 

The plan is to connect the Pacific Ocean and the Indian Ocean. This will connect Chinese 

coastline with SE Asia, South Asia, Gulf and East coast of Africa. China will build hard and soft 

maritime infrastructure. It will include custom co-ordination, the formation of SEZ, new ports, e-

commerce, trade liberalisation and policy coordination. 

OBOR covers countries throughout the Asian continent from China to the rest of Eurasia. The 

geographical stretch makes it comparable with Silk Road or Silk Route, an ancient network of 

trade routes connecting the East and West around 120 BCE to 1450s CE that is famous for the 

profitable silk (and horses) trade. That is why it is also called as ñNew Silk Roadò initiative . 

Objectives of China behind the One Belt One Road 

¶ The OBOR strategy is often reported as Chinaôs ambitious push to take a bigger role in 

global affairs and expand its friend circle. 

¶ While China insists that the investment in OBOR is economically motivated and it will bring 

economic benefits to host countries but the project is multi-prolonged and is intended to 

serve diplomatic, economic and strategic purposes. 

¶ It is also intended to address its domestic needs in economic transformation. The demand 

for industrial output will increase and thus will revitalise its economy. 

¶ This project will build Chinaôs soft power and some analysts call it a Chinaô Marshall Plan. 

¶ This initiative will make Indo-Pacific region to be Sino-centric economic and security region. 

¶ It is also an attempt to counter US propaganda that rising China is a threat to world peace. 

Thus it is to convince that rising China is not a threat rather creates a win-win situation for 

all. 

¶ Maritime Silk Road, and especially Chinese infrastructure investment is implicitly intended 

to facilitate more frequent Peopleôs Liberation Army Navy deployments in the Indian Ocean 

and beyond. 

Which countries are involved? 

The óBeltô and óRoadô covers primarily Asia and Europe, encompassing around 60 countries. 

On Chinaôs ñOne Belt, One Roadò official website, it also says the initiative is open to all 

countries as well as international and regional organisations for cooperation. 
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China-Pakistan Economic Corridor (CPEC)  

 

China-Pakistan Economic Corridor (CPEC) is expected to connect Kashgar in Xinjiang in 

Chinaôs far west with the Port of Gwadar in the province of Baluchistan via a network of 

highways, railways, and pipelines. This project would allow China to transport energy resources 

such as petroleum from Middle Eastern countries to China via a land route through Pakistan. 

China signed 51 MoUs with Pakistan worth $46 billion as part of this project in April 2015. This 

corridor is an extension of Chinaôs Silk Road initiative. This project will provide economic growth 

to Pakistan and will help in boosting infrastructure development with the help of China. 

Geostrategic aspect in CPEC 

¶ Energy security is a key concern for China and oil pipelines through Pakistan would cut 

about 16,000 kilometers from the distance traveled by goods traded between China and 

the Middle East. China plans to build oil storage facilities and a refinery at Gwadar Port, 

with oil transported to its Xinjiang Uighur Autonomous Region via road and pipeline. This 

http://www.educatererindia.com/


GAUTAM SINGH                         UPSC STUDY MATERIAL ς International Affairs 0 7830294949 

THANKS FOR READING ï VISIT OUR WEBSITE www.educatererindia.com  

 

will let it move energy and goods to inland China without going through the Strait of 

Malacca, which could be blocked by US or India should hostilities break out in the region. 

¶ This project will lead to development in Western China where tensions are simmering from 

activities by radical separatists due to closeness with Pakistan and Afghanistan. Ideally, 

this project would promote growth in Pakistan, weaken the extremists and encourage 

Pakistan army to support peace efforts in Afghanistan. 

¶ Implications for  India : CPEC will provide China strategic access to the Arabian Sea and 

enhance its presence in the region. It would enable China to wield much more powerful 

influence in the Indian Ocean. Once completed, CPEC project would mean that the 

Chinese presence in entire Pakistan including Pakistan Occupied Kashmir becomes all 

pervasive and powerful. The route of CPEC passes through POK and makes China an 

indirect  stakeholder in Kashmir  conflict between India  and Pakistan. 

Indiaôs position regarding One Belt One Road 

India is opposed to Chinese One Belt One Road (OBOR) initiative since the China-Pakistan 

Economic Corridor (CPEC) passes through the Indian territory. Indian government stated that 

the connectivity cannot undermine the sovereignty of other nations. India has also refused to 

attend the 1st Belt and Road Summit which is going to happen in China in May 2017. 

Should India join One Belt One Road? 
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Advantages of joining OBOR 

¶ India will not be able to stop China in carrying on this initiative nor can it stop its neighbours 

from joining this initiative. So whether India joins this initiative or not, the project will take 

place and not join may harm Indiaôs interests. 

¶ India may become isolated in this region since all of its neighbours (except Bhutan) have 

joined One Belt One Road. Leaving any regional platform may hamper Indiaôs credentials 

and may hasten the end of its regional hegemony. 

¶ Some analysts say that this initiative will be a win-win situation for India since it will 

increase the connectivity of the region. There may emerge mutually beneficial swap where 

India protecting Chinese interests in the Indian Ocean and China securing Indiaôs essential 

undertakings in their part of the waters. 

¶ Regional transport, energy security, and blue economy are key to OBOR initiative which 

will be helpful for India. 

¶ China has the financial capital, technology to accelerate the development of other countries 

and India also need resources and funds for its own development. 

¶ Trade: The OBOR project will open more links of trade between India and other countries. 

Further, India does not enjoy much leverage to guide ocean trade markets despite having 

proximity to the sea and a strong navy. Through OBOR project India will get access to 

more business in an environment which promote friendly reforms. 

¶ Some analysts feel that countries like Russia and others in SCO would want Indian 

participation in OBOR as a counterweight to Chinese influence. 

¶ Regardless of economic interests, India cannot ignore the symbolic significance as it was 

along the Silk Route that Indian trade and philosophy (Buddhism) traveled to the rest of 

Asia. Thus China may gain cultural hegemony in the region which may prove counter-

productive to India. 

Disadvantages of joining OBOR 

¶ OBOR is a unilateral ideational of China and there is a lack of transparency in its working. 

The process is not participatory and collaborative in nature. 

¶ Under Maritime Silk Route (MSR) China is developing ports in Bangladesh, Sri Lanka, and 

Pakistan and is trying to enlarge its influence using its economic might in the Bay of Bengal 

and the Arabian Sea. Thus MSR is nothing but an economic disguise to the ñStrings of 

Pearlsò Theory. China is investing a huge amount of money in Indiaôs 

immediate neighbourhood and these countries tend to use the China card against India. 
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¶ OBOR seems to be primarily driven by broad geostrategic and geopolitical aim. For 

Example, China-Pakistan Economic Corridor gives de facto legitimization to Pakistanôs 

rights in Pakistan Occupied Kashmir which is against Indiaôs interests. Since this port is 

closer to the Persian Gulf, it could be used as a transshipment point for Chinaôs energy 

supplies obviating the needs to go through the Strait of Malacca in South East Asia. Apart 

from serving as a commercial port, Gwadar is also deep enough to accommodate 

submarines and aircraft carriers. Thus it may be used as a military port by People 

Liberation Army Navy in future. 

¶ Through OBOR, China is countering the strategies of India in North East region and is 

promoting its greater presence in North East India, part of which China claims as its own 

territory. This may have a security impact on India. 

What should India do to counter One Belt One Road? 
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