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Executive Summary

China’s Belt and Road Initiative (BRI) has been commonly associated with physical
infrastructure projects, financing and trade development. However, less focused are China’s
rapid domestic technological advancements and their outreach overseas, known in the
umbrella term as the Digital Silk Road. In March 2015, a white paper, jointly issued by the
National Development and Reform Commission, the Ministry of Foreign Affairs and the
Ministry of Commerce of the People’s Republic of China, the BRI concept was first
introduced as one of the sub-goals of facilities connectivity.

In building China’s technological capacities, the Chinese government has made long-term
strategic plans to enhance China’s manufacturing and service industries, such as the ‘Made
in China 2025 Plan’ and the ‘Next Generation Artificial Intelligence Development Plan’.
Building capacities in emerging technologies such as artificial intelligence, space and
communication satellites, and 5G technologies have taken off as a result of these broad
strategic plans. As the rest of South Asia integrates deeper with China’s digital economy, it
will remain an imperative for India to remain a key player in the global and regional digital
economy, evident through its integration with its neighbours in South Asia.

This paper first discusses three core technologies used to propel the Digital Silk Road —
Artificial Intelligence, Communication Satellites and 5G technologies. Thereafter, it discusses
the possible implications for India in light of China’s increasing prominence in technology.

Introduction

When Chinese President Xi Jinping announced a mega land-based connectivity initiative in
September 2013, the Silk Road Economic Belt, very aptly in the landlocked nation of
Kazakhstan, the magnitude of the ambition was not fully understood by the world.! A month
later, in October 2014, in his speech to the Indonesian Parliament, he expanded the
initiative to encompass the maritime domain and create a 21t Century Maritime Silk Road.?
Even then, the two-pronged initiative, now popularly known as the Belt and Road Initiative
(BRI), is widely understood as one aimed at building physical infrastructure to connect
countries in order to spur financing, trade and investment. However, a less focused
dimension of the BRI, a component which could possibly have the most far reaching impact,
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appears to be in the digital domain. The digital aspects of the BRI create the pathways on
which much of the new economy and new technology would run. Already, a number of the
South Asian countries are gradually accepting and adopting China’s digital outreach to
transform their technological landscapes.

This paper is divided into three sections. The first traces the recent developments in China’s
Digital Silk Road Strategy, as an important part of China’s BRI framework. The second looks
at the development and investments in three emerging technologies, namely, Artificial
Intelligence (Al), Communication Satellites and 5G technologies that are critical aspects for
the control and implementation of China’s Digital Silk Route. Finally, it examines the
implications of this outreach for India.

China’s Digital Silk Road

The concept of digital connectivity in the BRI in the last few years has remained ongoing but
less noticed by international observers. In a March 2015 white paper, jointly issued by the
National Development and Reform Commission, the Ministry of Foreign Affairs and the
Ministry of Commerce of the People’s Republic of China, an Information Silk Road was first
introduced as one of the sub-goals of facilities connectivity.? Shortly thereafter, in July 2015,
such a conceptualisation resurfaced at a China-European Union digital cooperation forum.
Chinese delegates at the forum proposed that higher digital connectivity between China and
Europe could be achieved by building a public-private collaborated Digital Silk Road, where
Chinese and European-based internet companies are encouraged to be key players in
network infrastructure investments.* Last year, in his speech at the opening ceremony of
the Belt and Road International Cooperation Summit Forum in May 2017, Chinese President
Xi Jinping spoke about the 21t Century Digital Silk Road and stressed on the importance of
connecting the BRI to areas such as digital economy, artificial intelligence, nanotechnology,
guantum computing, big data and cloud computing.®

At the onset, such efforts on international collaboration may seem to only be a part of
China’s economic expansionism agenda as its investment and construction contributions in
all BRI countries tripled from 2008 to US$95.86 billion (5$132.01 billion) in 2016.°
Nonetheless, the Digital Silk Road has a broader agenda. Firstly, it falls in line with the
Communist Party of China’s Two Centenary Goals (1> — 1 4) which is said to be the basic
foundation for the realisation of the “Chinese Dream” (+'[&£¥). The Two Centenary Goals
include achieving a moderately prosperous society (ZNiE41:4) by 2021 and building a
“modern socialist country that is prosperous, strong, democratic, culturally advanced and
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harmonious”.” Thus, the promotion of technological transformation domestically can be
seen as a means to build international technology industry linkages.

China’s Technology Landscape

In building China’s technological capabilities, the Chinese government has made long-term
strategic plans to enhance China’s manufacturing and service industries. The State Council
released the ‘Made in China 2025 Plan’ (H[E #il]i& 2025) in 2015, which outlines the Chinese
plan to shift to intelligent manufacturing through investments in advanced technologies
with the aim to make key manufacturing sectors fully intelligent by 2025.2 In July 2017, the
State Council further released an Al specific ‘Next Generation Artificial Intelligence
Development Plan’ (T —1% N L& 8 & 8 # &1]) - a comprehensive vision document which
sets an ambitious target for China in becoming the world’s primary Al innovation hub by
2030. More recently, in July 2018, Tsinghua University issued the 2018 China Artificial
Intelligence Development Report, a data intensive study of where China currently stands
and can move forward in the global Al race.’

Building capabilities in emerging technologies such as Al, space and communication
satellites and 5G technologies appears to have taken off as a result of these broad strategy

plans.

Artificial Intelligence

When AlphaGo, a deep learning programme developed by Alphabet? beat Chinese world
champion Ke Jie at the highly complex and intricate game of Go ([# 1) in early 2017, that
reflected the Chinese government’s long-term commitment and recognition to expanding
the magnitude of Al. Currently, China also has the highest number of Al-related academic
papers and more than a fifth of the world’s artificial intelligence patents.'? Chinese home-
grown companies like Baidu and Tencent are also now consistently producing research
output that rivals that of Google. According to the Next Generation Artificial Intelligence
Development Plan, Al will create entirely new sectors of the economy which are estimated
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to be worth CNYS$150 billion ($29.76 billion) by 2030.%3 It was also recently reported that
China plans to build a US$2.1 billion (552.88 billion) technology park dedicated to
developing Al near Beijing'®. Thus, China sees Al as a core technology which is vital to its
economic growth in the coming years, leading to a wave of investments in research and
development as well as talent acquisition.

China’s 5G Technologies

China’s telecommunications market is also set for further expansion as 5G technologies set
to become the backbone of China’s digital economy. Already, the number of 4G subscribers
exceeded 1.11 billion as in July 2018 out of China’s estimated 1.3 billion people.'® China
Mobile, China Unicom and China Telecom, the three state-owned telecommunication
companies, are planning to invest approximately US$180 billion (S5$246.73 billion) in
creating 5G infrastructure over a -seven-year period. With 5G technologies being crucial for
the realisation of future projects in areas such as smart cities, Internet of Things, robotics, Al
systems and other such advanced technologies, China now aims to be the front-runner in
the development and adoption of this technology.

Furthermore, Chinese policymakers are increasingly assuming the nascent nature of 5G
technologies as an opportunity for them to popularise the adoption of Chinese standards in
this technology. Recent initiatives such as the joint collaboration between the Computer
Network Information Centre and China Unicom to establish the ‘5G Technology Joint Lab’
aim to strengthen the cooperation between the two parties in the field of 5G technologies.'®
This will not only allow local institutions to cooperate in areas such as edge computing,
network slicing, Internet of Things and industrial internet, but also encourage the
international standardization of these technologies.

Already, the number of smart cities in China powered by mobile data has been on the rise —
more than 500 cities have been proposed for the transition to smart cities, while a
Shanghai-Hangzhou-Ningbo ‘internet highway’ has incorporated mobile payments and data
exchanges. Smaller cities such as Xiamen, Wuxi and Yinchuan (Northern region) have also
begun smart urban management, with Yinchuan, in particular, using novel innovations such
as facial recognition for payment and solar powered trash bins.
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Space and Communication Satellites

Similarly, there is growth and international outreach taking place in China’s space and
communications satellite industry. The industry has been extensively promoting the
development of BeiDou-2, a Chinese-constructed and operated global satellite navigation
system set to consist of 35 satellites by 2020. It is now open for commercial use across the
Asia-Pacific region since 2012. BeiDou-2’s development is expected to continuously improve
China’s terrain mapping and tracking capabilities, coupled with the adoption of its
navigation system in Chinese handsets. Recently, on 25 August 2018, China Aerospace
Science and Technology Corporation launched two more BeiDou satellites, marking its 23
launch of the year. The State Council Information Office is also promoting BeiDou’s use in
wide ranging operations, including power transmission and transportation. On the
international front, China plans to expand BeiDou’s coverage to most of the countries
covered in its BRI initiative by 2018, while it aims to achieve global coverage by 2020.
According to the Chinese Space White Paper 2016, China has already been contracted into
43 space cooperation agreements with 29 countries, space agencies and international
organisations since 2011. Furthermore, China recently announced a decision to allow all
United Nations-member states to use its future space station, which will be operationalised
by 2022.

Implications for India

While China has relied on foreign technologies in the past few decades, it now plans on
being the hub of technological innovation in the future. Domestically, China’s digital dreams
aim for global domination in future technology. At the opening ceremony of the 19t
Meeting of the Academicians of the Chinese Academy of Sciences in May 2018, Xi re-
iterated the importance of Chinese leadership in technology by pointing out that “only by
taking key core technologies in their hands can we fundamentally safeguard national
economic security, national defence security and other securities. We must strengthen the
“four self-confidences” (/41> H{&), make breakthroughs in key common technologies,
cutting-edge technology, modern engineering technology, and disruptive technological
innovations, dare to take the road that our predecessors have not taken, and strive to
achieve key core technologies that are self-controlled and innovative.”?’

This digital dream has attracted South Asia’s interest in wanting to work with China’s
technological capabilities to a large extent. Under the China-Pakistan Economic Corridor
plan for Pakistan’s Digital Future, both sides pledged to work on an upgrade fibre optic
network to improve bilateral communications. In early 2018, Pakistan also begun to replace
its use of the United States Global Positioning System satellite navigation with BeiDou.
Nepal has also operationalised a joint optic fibre link with China, providing the country new
access routes to internet services via China. Similarly, Sri Lanka has been preparing for the
Chinese navigation satellite system to set up over 10 of its Continuously Operating
Reference Stations in the country since March 2017. Bangladesh together with Pakistan is
also under China’s leadership in the Asia-Pacific Space Cooperation Organisation.
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India, on the other hand, has yet to formulate a coherent counter-strategy to the
development of China’s Digital Silk Road for the Subcontinent. This is as India continues to
promote its neighbourhood first policy, most evident in its launching of the South Asia
Satellite in May 2017. Three problems could persist for India in its efforts to continue
pursuing its hegemonic interest within South Asia in light of China’s technological
dominance. First, India’s refusal to bundle its economic and security considerations could
render China’s Digital Silk Road a more decisive and strategic channel for technology
transfers than India’s South Asia Satellite. India’s neighbours could see its technology and
space outreach as mere diplomacy. This is as China’s Digital Silk Road gains substantive
traction in powering the economies of the various South Asian countries, while India’s
technological capabilities are not as liberally shared with its neighbours. Second, India may
lose its opportunity to set the technological agenda in South Asia. India’s continued reliance
on the West, particularly the US, for its technological infrastructure and protocols, may
cause a divide between India and its neighbours who are increasingly adopting the usage of
Chinese technological infrastructures. Finally, India could lose greater opportunities in trade
and investment cooperation as compared to its neighbours within the region. Already, the
expansion of the Digital Silk Route has enabled Chinese companies, such as China Mobile,
Huawei, Alibaba and JD, to penetrate new markets along the belt.

Conclusion

China’s BRI is one of the most daring attempts to re-engineer and re-organise global
connectivity as we understand today. The 5G technologies, the BeiDou satellite positioning
and communication system and Al are some of the key building blocks of China’s Digital Silk
Road initiative. These technologies and systems, and the companies that would make the
Digital Silk Road possible, are being created in China and these would spread from China to
other parts of the world. As the rest of South Asia integrates deeper with China’s digital
economy, it will remain an imperative for India to remain a key player in the global and
regional digital economy, evident through its integration with its neighbours in South Asia.
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