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The Structural Challenges of Transnationalizing the
China-led BRI: The Case of Pakistan

Mehdi Parvizi Amineh
Department of Political Science, University of Amsterdam
Site Li
Faculty of Social Sciences, Katholieke Universiteit Leuven

ABSTRACT

This study uses a (geo-)political economic theory to explore and analyze how the
China-led Belt and Road Initiative (BRI) has been implemented in Pakistan, mainly
by the Chinese state and state-led enterprises, resulting in some socio-economic
progress. It examines the implications and structural challenges of the China-led
BRI in Pakistan at the domestic, geopolitical, and geo-economic levels, focusing on
2013-2023 within the broader timeframe of 2000-2023. However, the sustainable
success or failure of the BRI in Pakistan depends on: (a) Pakistan’s resolution of its
domestic structural crises, including political, socio-economic, and ethno-religious
conflicts; and (b) favorable geopolitical developments in South Asia, where the
main competitive power projections are between the United States and China.

Keywords: China-led Belt and Road Initiative; Pakistan; transnationlization;
Chinese state-led enterprises; trade, investment, and finance; geopolitical
economy; BRI challenges

Introduction

China’s remarkable state-led catch-up industrialization has had several
results: It led to the rise of China, reflected in the dramatic increase in
domestic wealth, power, and military capacity in the late twentieth century.
Atthe global level, China is changing the polarity of the US in world politics.
Meanwhile, it has created two fundamental challenges: (a) overproduction
due to limited domestic space for capital accumulation, and (b) resource
scarcity. Therefore, China needs to seek new territories and markets to
redistribute its capital and labor surplus while securing access to markets
and vital resources (Amineh, 2023a; Amineh & Yang, 2014, 2017, 2018).

©The Author(s) 2025
Sage Publications www.sagepublications.com
Vol 42(3): 415-463. DOI: 10.1177/0169796X251369694


http://crossmark.crossref.org/dialog/?doi=10.1177%2F0169796X251369694&domain=pdf&date_stamp=2025-09-22

416 Journal of Developing Societies 42, 3 (2026): 415-463

The “Going Out” strategy and the Belt and Road Initiative (BRI) serve as
Chinese leaders’ responses to these domestic challenges and the manifesta-
tion of their transnational relations and involvement.

This study aims to re-examine the domestic and geopolitical economic
implications and challenges in Pakistan of the China-led BRI in the case
of the China—Pakistan Economic Corridor (CPEC).

Following the official visits of former Chinese premier Li Keqiang to
Pakistan and former Pakistani prime minister Nawaz Sharif to China
in 2013, two key documents were issued: (a) the “Joint Statement on
Deepening Comprehensive Strategic Cooperation,” highlighting the need
to develop the “Long-Term Plan for CPEC (2017-2030)” (hereafter LTP
CPEC) (Pakistan Embassy in Beijing, 2013); and (b) a Memorandum of
Understanding (MoU) on CPEC, reinforcing the goal of advancing eco-
nomic regional integration, as outlined in the previously mentioned Joint
Statement (Ministry of Planning, Development & Reform, Government
of Pakistan [MoPDPK], n.d.). In 2015, CPEC was officially launched
under the “1+4” mode of cooperation, positioning CPEC as the core area
of cooperation, alongside four other key areas: energy, transport infra-
structure, Gwadar, and industrial development (MoPDPK & National
Development & Reform Commission, People’s Republic of China
[NDRCPRC], 2017). Meanwhile, another joint statement upgraded this
bilateral relationship with “all-weather strategic partnership” terminology
(Ministry of Foreign Affairs, Government of Pakistan, 2015).

This research examined the bilateral (i.e., diplomatic, economic, and
security) and transnational dimensions of the China—Pakistan relation-
ship from 2003 to 2023, with a focus on 2013 onward. We aim to analyze
CPEC investment and financial activities in the context of domestic and
geopolitical conditions and challenges, investigating how far they can
contribute to Pakistan’s socio-economic development.

Pakistan is crucial for the China-led BRI and its geopolitical ambition,
as it is located at the South, Central, and West Asia (SCWA) cross-
roads. Most countries in this region have joined the BRI, the Shanghai
Cooperation Organization (SCO),! or both. CPEC serves as a flagship
initiative under the BRI, through which China can obtain a direct sea
route to the Arabian Sea and West Asia from landlocked Kashgar. It is
geopolitically and geo-economically important for China to secure sea
lines of communication (SLOCs) across the Indian Ocean to ensure a
steady and reliable flow of maritime trade and energy imports.

In recent years, a growing number of academic publications have
discussed China—Pakistan relations in the context of the BRI/CPEC.
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They have shown, among other things, that CPEC can boost Pakistan’s
economic development (Ali et al., 2022; Anwar et al., 2022; McCartney,
2022; Ullah et al., 2022) and influence bilateral defense cooperation
(Faisal, 2020). CPEC s also expected to improve Pakistan’s regional con-
nectivity and trade with SCWA, promoting broader economic integration
(Ali, 2020b; Islam & Cansu, 2020). In this process, the geopolitical and
geo-economic implications of the BRI in transforming Sino—Pakistani
relations (Ibafiez, 2020) and influencing regional stability (Akhter, 2018)
are notable, which is in line with China’s geopolitical and geo-economic
projections in South Asia (Ahamed & Rahman, 2020).

However, the following key issues have been partly neglected in most
of the literature reviewed: (a) the role of China’s state-led enterprises
(SLEs) as key influential actors in BRI’s bilateral and transnational activi-
ties, (b) the interplay of CPEC’s domestic and geopolitical challenges,
(c) the question of CPEC’s sustainability, and (d) the role and impacts of
China-led multilateral institutions —including SCO and BRICS Plus’—in
reshaping the regional order of SCWA. To avoid a reductionist study of
the BRI and its challenges in Pakistan, we fill this gap through a multi-
dimensional reassessment of the BRI’s emergence, implementation, and
challenges within the broader geopolitical and geo-economic context.
We adopt a holistic approach embedded in geopolitical economic theory
(GPET), which can be viewed as a “complex system,” that is, a collection
of systems, subsystems, concepts, and variables that interact over time,
and its development can be viewed as a non-linear dynamic process.

CPEC faces domestic structural crises manifested in Pakistan’s politi-
cal and socio-economic crises, which are combined mainly with ongoing
tribal and ethno-religious conflicts. These challenges are intertwined
with the wider geopolitical and geo-economic situation in SCWA,
exemplified by (a) ethno-religious groups such as militant Islamist
forces, (b) cross-border Balochi nationalist and separatist movements,
and (c) tensions with India. Moreover, geopolitical challenges arise
from competitive power projections in the SCWA region, particularly
between the United States (US) and rising China. Additionally, we see
BRI and other China-led multilateral institutions as efforts to reshape
the regional order, which have been implemented, to date, in a non-
interventionist, consensus-driven manner.

The study is divided into six sections. Following this introduction, the
second section presents the theoretical and methodological framework
of the research. The third section examines China—Pakistan economic
relations and the activities of the BRI and their implications. The fourth
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section discusses the domestic challenges of the BRI in Pakistan. The
fifth section analyzes China and the BRI’s geopolitical and geo-economic
opportunities and challenges. The sixth section draws conclusions.

Theories, Methodology, and Data

This study employs GPET and uses a theory-driven approach to assess the
China-led BRI activities and their impacts on Pakistan, seeking to answer:
(a) What are the origin and mechanisms (i.e., diplomatic, economic, and
security) of BRI activities in Pakistan? (b) What are the domestic and
geopolitical economic challenges of the BRI in Pakistan?

Given the complex nature of the China-led BRI, extensive scholarly
literature has emerged to analyze its origins, as well as its impacts and
challenges on participating countries, regions, and the global system.
These debates can be roughly categorized into two major International
Relations (IR) and International Political Economy (IPE) schools: realism
and neo-realism (hereafter (neo-)realism) and liberalism and neoliberal-
ism (hereafter (neo-)liberalism) (Amineh, 2023a).

Before examining the selected publications on the BRI, we will first
provide an overview of the key concepts of (neo-)realism and (neo-)lib-
eralism. (Neo-)realism focuses on the role of states in pursuing national
interests by maximizing their relative power within the anarchic inter-
national system. It is state-centric, as highlighted by scholars such as
Gilpin (1976, 1981, 1987), Krasner (1976), Waltz (1979), Strange (1987),
and Mearsheimer (2001). In contrast, (neo-)liberalism is more market-
oriented, emphasizing the role of market forces in driving economic
prosperity, as discussed by Keohane and Nye (1977, 1987).

(Neo-)realist-oriented studies (e.g., Chan, 2017; Ferdinand, 2016; Khan
& Guo, 2017; Ostrovskii, 2017; Peyrouse, 2017) regard the BRI as China’s
strategic move to shift global politics, focusing on security, geopolitics,
and hegemony in a zero-sum framework, while (neo-)liberal-oriented
publications (e.g., Dave, 2018; Du & Zhang, 2018; Hameiri & Jones,
2018) view it as deeper integration into the global system, promoting
trade, development, and a positive-sum framework of shared gains or
challenging global governance. However, both approaches fail to explain
the expansionary pressure of the global system on states and enterprises
of countries such as China, which are about halfway on the path to wealth
and power. Further, they concentrate on either state-centric power politics
or market-driven cooperation, failing to fully capture the complexities of
state-led investments and their implications for the IPE under the BRI.
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Additionally, given the inherent intricacy of IR and IPE studies, it is
rather imperative to cultivate and apply the rigorous theoretical frame-
works which structure these disciplines, providing a common ground
for scholarly interactions (Kristensen, 2018; Lake, 2013). Therefore, we
propose an alternative theoretical framework—GPET-that transcends
the limitations of (neo-)realism and (neo-)liberalism and combines geo-
political and geo-economic analyzes in the context of the global system.
Coupled with the theory-driven approach, GPET enables an in-depth
examination of the BRI’s emergence, and its role in reshaping recipient
countries’ economic and security alignments with China, as well as its
broader geopolitical and geo-economic implications for Western powers.

GPET? can be perceived as a “complex system” (see the first section).
It synthesizes the IPE and critical geopolitics, both of which venture
beyond the confines of IR frameworks to gain a deeper understanding
of systemic change at the global level. In IPE, inter-state theorizing alone
is insufficient, whereby the global economy must be considered in a geo-
historical context. However, the geographical assumptions of contem-
porary IR theory are increasingly problematic. The critical geopolitical
approach, while engaging with key questions already explored in IPE,
introduces a novel perspective by returning to a geographical dimension
in the analysis of complex systemic realities (Agnew & Corbridge, 1995;
Amineh, 2003; Braudel, 1949).4

To operationalize GPET for a multidimensional analysis of the
China-led BRI within the global capitalist system, we present Figure 1,
which illustrates the corresponding theoretical concepts, variables, and
indicators.

We propose to begin by examining China’s successful capitalist indus-
trial development, which has fueled its rise and shaped the opportunities
and challenges associated with the emergence of the BRI (see Box 2 in
Figure 1). Understanding this process requires investigating the con-
figurations of Chinese political authority, which we analyze through the
state-society-market complex—GPET’s core unit of analysis (see Box 1
in Figure 1). Accordingly, the BRI serves as the Chinese leaders’ response
to the limited space for capital accumulation or overaccumulation, and
the scarcity of natural resources (see Box 3 in Figure 1). Additionally,
China’s global economic expansion reveals two main forms of external
relations: (a) bilateral and (b) transnational. Bilateral relations are pri-
marily state-to-state, while transnational relations are investments in
multipolar countries, including a mix of Chinese private and state-owned
enterprises (see Box 4 in Figure 1). To operationalize these two policy
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strategies, three instruments are integrated: the diplomatic, the economic
and the security policy. These three contribute to exploring the involve-
ment of the BRI in recipient countries. In addition to analyzing the BRI’s
engagement, we also assess its sustainability by examining the challenges
posed by recipient countries’ domestic politics, societies and markets
(see Box 6 in Figure 1), as well as regional and global dynamics—geopoli-
tics and geoeconomics (see Loop 7). These two categories of challenges,
together with the diplomatic, economic and security interactions between
China and recipient countries, create conditions for regional cooperation
and conflict prevention, underlining China’s involvement in and contribu-
tion to regional and global power dynamics (see Loop 8). This interplay of
challenges and cooperation facilitates China’s leadership, in collaboration
with key regional countries, in developing multilateral institutions and
projects—such as the BRI, the SCO (with Russia) and BRICS Plus—as
examined in this study (see Box 5 in Figure 1). Finally, these analyzes form
comprehensive, non-linear and open-ended feedback loops that may
shape China’s future foreign relations, highlighting the importance of
theory-driven research (Loops 8 and 9).

China’s Capitalist Industrial Development and the Rise of China

To resist marginalization and exclusion from the European and later
US-dominated global system, the ruling classes of several so-called post-
colonial states, including the four Asian tigers, China, India, Turkey, Iran,
and Brazil, embarked on an autonomous, state-led “catch-up” industrial-
ization after the Second World War, emblematic of a “passive revolution”
as described and theorized by Gramsci (1971). This strategy departed from
the liberal economic model by focusing on economic self-reliance within a
global capitalist system. Such state-led developmental strategies, while dif-
fering in national objectives, converged on the goal of overcoming socio-
economic backwardness through state-led industrialization in response
to both exogenous pressures from the established capitalist heartlands
towards marginalization and exclusion, and indigenous challenges posed
by fragmented and backward socio-economic structures (Amineh, 1999;
Amineh & Houweling, 2010; Chang, 2002; Senghaas, 1985; Shin, 1996;
Wade, 1990; Walter & Zhang, 2012; Zheng, 2004).

China’s state-led industrialization reflects a deliberate strategy to
engage with and rise within the global capitalist system underpinned
by the state class and the authoritative role of the Chinese Communist
Party. China’s rapid state-led industrialization, especially since the late
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1970s, has played a key role in bridging its wealth and power gap with
the developed world, using its industrial development to transform both
its domestic landscape and its global politics. With its Gross Domestic
Product (GDP) at Purchasing Power Parity reaching $31.23 trillion in
2023, and foreign trade escalating from less than $21 billion in 1978 to
over $5.87 trillion in 2023, China has emerged as the world’s largest
economic nation (State Council of the PRC, 2024; World Bank, n.d.).
Beyond economic achievements, China’s military capabilities have also
seen significant growth, indicating a comprehensive enhancement of
national power. The country’s competitive edge in the global market,
underscored by favorable exchange rates, low labor costs, significant
foreign direct investment (FDI) flows, and a vast domestic market, has
enabled its lead in high-value product markets, including high-speed
trains, computers, and mobile technology. Through strategic trade
and investment, and an emphasis on export-oriented growth, China
is redefining global economic and political dynamics (Amineh, 2023b;
Jiang, 2009; Song, 2023).

Below, we examine the centralized nature of China’s industrializa-
tion, introducing the state-society-market complex as GPET’s core unit
of analysis.

State, Society, and Market in China

The success of China’s industrialization can be attributed to its strong
centralized political authority, thereby often being described as state-
led. Political authority configurations vary over time and across regions
and are shaped by the interplay between internal socio-economic and
cultural frameworks and external influences. Following the pioneering
works of Cox (1987) and Cox and Schechter (2002), we have used the
term “state/society and market” rather than “state” in this study.’ Forms
of political authority, state-society-market complexes, are institutions
of authoritative rule regarding the balance of social forces they can
support or undermine. They differ in their degree of autonomy from
the internal and external environment, including the interstate and
the global system.

GPET identifies two ideal types of political authorities: the liberal
state-society-market complex (LSMC) and the centralized state-society-
market complex (CSMC). These models, seen not as opposites but as
part of a spectrum that highlights the nuances of governance within the
state system and the global capitalist system, underline the importance
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of historical, spatial, socio-economic, and cultural contexts in shaping
governance structures (Amineh, 2023a; Cox & Schechter, 2002; Van
der Pijl, 1998).

The LSMC s characteristic of liberal democracies, notably the United
Kingdom, the US, and Germany. This model promotes a cooperative
relationship between capital and labor —underpinning socio-economic
policies that support a dynamic “self-regulating society” and a market
defined by the legal protection of private property and contractual
obligations —and the relative autonomy of social forces and institutions
rooted in capitalist industrial development (Amineh 1999, 2023a, 2023b;
Van der Pijl, 1998).

Conversely, the CSMC, typified by contemporary China and several late
industrializing countries, represents an authoritarian or centralized model of
governance in which the distinction between the ruling and governing classes,
which we call the “state class,” is significantly blurred (see Elsenhans, 1984).
Historically, these states have emerged, in part, as challengers to the estab-
lished liberal hegemonic world order.® Here, the ruling or state class exercises
control over the state apparatus, society, and the market and imposes a
framework of cooperation between capital and labor that significantly limits
the autonomy of society and market forces. In this governance model, civil
society, particularly the business or capitalist class, is underdeveloped or too
intertwined with state power to act independently. This dynamic indicates a
broader trend within centralized states, where key economic sectors remain
under state control, limiting the emergence of an autonomous business class
(Amineh & Houweling, 2010, pp. 251-272).

China’s approach is driven by three main objectives: (a) to build a
strong state to mobilize human and material resources against external
and internal pressures; (b) to develop the economy and society through
state-led industrial development, which is essential for national survival
and political legitimacy; and (c) to expand its influence in the global
system to secure its wealth and power (Amineh, 2023a, 2023b; Breslin,
2012; Lieberthal & Oksenberg, 1988; McNally, 2007).

After assessing China’s successful capitalist industrial development
and its characteristics, we examine the challenges that arose during this
process and ultimately led to the initiation of the BRI.

The Emergence and Geopolitical Economy of the BRI

Building on China’s monumental progress in closing its wealth and power
gap through state-led capitalist industrialization, the country also faces
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domestic challenges. Key among these challenges are overaccumulation
and resource scarcity, particularly of fossil fuels and minerals, which
threaten sustainable economic growth and domestic social security.
Overaccumulation, characterized by surplus capital and labor that can-
not be used profitably, has led to economic inefficiencies, including idle
factories and rising unemployment, exacerbated by market overproduc-
tion and diminishing returns (Shen & Chen, 2018; Song, 2023; Xu & Liu,
2018). The global financial crisis of 2008 further highlighted these issues,
with the export growth rate dramatically declining, indicating a challeng-
ing economic environment for China (Demiryol, 2019; Jones & Zeng,
2019; Zhang, 2017). Some manufacturing firms, operating at roughly
65% capacity, were directed by local governments to reduce overcapac-
ity, resulting in the shutdown of inefficient “zombie companies” (Shen
& Chen, 2017; Song, 2023), while the steel industry saw a government-
led reduction in raw steel production, impacting an estimated 500,000
workers. This scenario has necessitated what David Harvey describes as
a “spatial fix,” in which geographical expansion into new territories and
markets becomes essential to the survival of capitalism by providing new
spaces of accumulation (Harvey, 2001, pp. 312-344). China’s response
to these twin challenges is the BRI, which aims to redistribute surplus
capital and labor internationally while securing access to vital resources
and minerals (Amineh, 2023a; Amineh & Yang, 2014, 2017, 2018).

At the heart of the BRI is a complex interplay between the territorial
(geopolitical) and capitalist (geo-economic) logics of power, reflecting
the dynamics at play in major capitalist states and markets that extend
beyond their national borders for access to markets and resources.
This duality, involving the strategic management of both domestic and
global spheres and the pursuit of wealth creation through transnational
capital flows, is not just an investment scheme but a multifaceted strat-
egy aimed at navigating the challenges of global capitalism. It signifies
China’s efforts to balance territorial interests within its drive for global
expansion and integration, highlighting the BRI as a key component of
its strategy to transform global trade routes, investment patterns, and
economic integration.

The synthesis between classical geopolitics and geo-economics is
essential to a deeper understanding of this initiative. Drawing on Harvey’s
(1985) concepts of the “territorial logic of power” and the “capitalist
logic of power,” the interaction between these dimensions underpins the
geopolitical economy framework and situates it within the current global
capitalist system.” Transcending the binary of territoriality associated with
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political and military power within and between states, and the border-
less nature of wealth creation and capital accumulation, GPET offers a
nuanced analysis of state action in a geo-historical context. It challenges
the “space-less” capitalist logic of liberal scholars and the “fixed territo-
rial logic” of realists, presenting these logics as dialectically interrelated
and inseparable, yet fraught with tensions and conflicts (Agnew &
Corbridge, 1995; Amineh, 2003, 2023a; Amineh & Yang, 2014; Mercille,
2008; Sharp, 1996).

With the BRI, China is navigating the dialectical relationship between
capital accumulation and population management through territorial
configurations, projecting its power to secure and expand its geopoliti-
cal horizons without resorting to military interventions, characteristic of
past global powers. By prioritizing trade, investment, and infrastructure
development, China seeks to align its internal economic strategies with
its broader geopolitical economic ambitions, asserting itself as a central
force in reshaping the contemporary economic and political landscape
while maintaining the interdependence between state power and capital
flows and security (Amineh, 2023c).

The following subsection outlines the operationalization of key con-
cepts and variables derived from GPET, detailing how these are applied
and measured in this research using relevant data.

Methodology and Data

Beyond adopting the theory-driven approach, we implemented data
coupled with a descriptive-analytical method to address our research
questions. A part of the data are processed and visualized through cod-
ing in Python and Gephi, concentrating on the fluctuations that emerged
after CPEC’s initiation (2013) and launch (2015) and the signing of the
LTP CPEC (2017), seeking to identify the extent to which CPEC can
contribute to the development of Pakistan’s economy (see the third
section). We also explore Pakistan-US economic activities, analyzing
Pakistan’s reorientation between these two major global powers in the
last two decades. Accordingly, the timeframe of this research is 2000-2023,
focusing on 2013-2023. The discrepancy in the periods for collecting trade
and investment data is due to their availability.

First, we examine China-led BRI activities in Pakistan from the per-
spective of external relations (for diplomatic relations, refer to the first
section; for economic relations, see the third section).® The main datasets
used for analyzing economic relations are as follows:

Journal of Developing Societies 42, 3 (2026): 415-463
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1. For trade-related data, we refer to United Nations Comtrade [UN
Comtrade] (2003-2023) for volumes and World Integrated Trade
Solution [WITS] (2003-2021) for compositions.

2. For investment-related data, we refer to Pakistan’s Board of
Investment, supervised by the Prime Minister’s Office (FY 2011-
2023)° and the National Bureau of Statistics of China for Chinese
personnel deployment data in Pakistan (2011-2021).

3. For CPEC investment-related data, we refer to the CPEC
Secretariat Office, and for finance data, to AidData’s Geospatial
Global Chinese Development Finance Dataset (hereafter AidData
2024) (Goodman et al., 2024).

Since SLEs play a pivotal role in China’s geo-economic expansion, we
scrutinize their involvement in the CPEC investment and ownerships
with references mainly from: (a) National Electric Power Regulatory
Authority of Pakistan, (b) Xinhua News Agency from China, (c) The
People’s Daily from China, (d) official websites of project companies/
special purpose vehicles (SPVs), and (e) official websites/annual reports/
yearbooks of enterprises involved.

Upon exploring CPEC’s involvement, its sustainability is investi-
gated by focusing on challenges stemming from Pakistan’s domestic
politics and society in the fourth section and geopolitical economic
developments in South Asia in the fifth section.'® We conducted mainly
qualitative analyzes of Chinese and non-Chinese works, supplemented
by necessary data. The former includes publications from the Chinese
Academy of Social Sciences (CASS). We further target Pakistan’s reori-
entation of economic and foreign policy towards China (see the third and
fifth sections) and examine how China-led multilateral institutions serve
as potential mechanisms for reshaping the regional order in South Asia (see the
fifth section).! Ultimately, we emphasize that the interplay between the chal-
lenges analyzed in this article and the regional cooperations facilitated by China
may act as potential feedback in shaping China’s future foreign relations.!?

China-led BRI A ctivities in Pakistan

The GPET highlights the central role of the intricate interplay between
territorial (geopolitical) and capitalist (geo-economic) logics of power in
the BRI, and underlines China’s use of the BRI as a key tool for reshaping
global trade routes and infrastructure, investment patterns, and political
economic effects. This section outlines: (a) China—Pakistan trade relations;
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and (b) FDI flows from China to Pakistan, including those facilitated by
China’s SLEs under CPEC.

Bilateral Trade Relations, 2003-2023

Bilateral trade between China and Pakistan has grown significantly
between 2003 and 2023, driven by (a) China’s successful rapid indus-
trialization, particularly under the leadership of Deng Xiaoping in the
late 1970s (Amineh, 2023a); (b) diplomatic efforts, including the China—
Pakistan Free Trade Agreement (CPFTA); and (c) the creation of the
BRI and launch of the CPEC.

Figure 2 shows the rise of China as a competitor to the US in trade with
Pakistan. Notably, Pakistan’s trade with China has consistently surpassed
that with the US since 2010. Based on our calculation of the compound
annual growth rate, imports from China grew at a compound annual rate
of 13.33%, with a 22-fold increase from 2003 to 2021, compared to 3.80%
from the US. Exports to China grew by 12.51%, while those to the US
increased by just 3.04%. Despite this, the US remains Pakistan’s largest
export destination for over 20 years.

Despite Pakistan’s rising exports to China, its trade deficit with China
increased, reaching a record high of $17.61 billion in 2021, involving a
notable surge between 2013 and 2015. This fluctuation aligns with the
birth (2013) and launch (2015) of CPEC. The disproportionate deficit
has raised concerns about the failure of the CPFTA to establish more
balanced trade relations (Shah et al., 2022). To mitigate this, both sides
signed the Protocol of the Phase-II China—Pakistan FTA in 2019, which
commits China to opening 90% of its market to Pakistani goods (Belt
and Road Portal, 2019). Notably, a subsequent rise of Pakistani exports
to China emerges (see Figure 2).

Figures 3 and 4 provide a detailed picture of the underlying dynamics
behind Pakistan’s growing trade deficit with China by disaggregating
trade by product group. Pakistan’s exports to China consist mainly of
intermediate goods, textiles, clothing, and raw materials, synchronizing
with its overall export composition, where textiles and food products made
up 77.86% of total exports in FY 2021-2022. This failure to diversify the
composition over the past two decades highlights limited industrial devel-
opment and sustained reliance on importing capital goods, machinery,
and electrical equipment from China (see Figure 4).

To understand the broader implications of China’s economic impact,
the next subsection examines Chinese investment in Pakistan.

Journal of Developing Societies 42, 3 (2026): 415-463



428 Journal of Developing Societies 42, 3 (2026): 415-463

Figure 2.
China and US Trade with Pakistan, 2003-2023.
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Both China and the US have consistently been Pakistan’s largest sources
of FDI. Since FY 2013-2014, and especially during FY 2015-2016, China
surpassed the US as Pakistan’s leading source of FDI (see Figure 5), align-
ing again with the initiation (2013) and launch (2015) of CPEC.

The comparable trend of fluctuations between the Chinese and the total
net FDI outflow to Pakistan implies the dominance of Chinese FDI. In
FY 2017-2018, Chinese FDI peaked at $1.31 billion, constituting 47.19%
of Pakistan’s total FDI. During this period, the LTP CPEC was signed,
providing macro guidance for implementation. Moreover, China’s FDI
shows a cyclical fluctuation of about two years, which suggests a need
for further investigation regarding the investment challenges in Pakistan,
addressed in the fourth and fifth sections.

Another significant component that defines the overall investment
trend is labor exports. Since 2015, there has been a rising number of
Chinese personnel in contract-related projects in Pakistan.”* The peak
occurred in 2017, aligning with the peak of Chinese FDI (see Figure 5),
with 17,493 workers—approximately 4.85 times the number in 2011.

As avariant of CSMC, China’s SLEs are the key instruments of Chinese
cross-border and transnational activities, backed by substantial financial
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Figure 3.
Pakistan’s Main Export Products to China, 2003-2021.
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Figure 5.
Chinese FDI and Net FDI Outflow to Pakistan, 2011-2023.
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resources and state support. The next subsection examines SLEs’ involve-
ment and mechanisms along the CPEC.

China’s SLEs Along the CPEC, 2013-2023

One hundred and thirty Chinese enterprises involved in 68 projects are
included under the framework of CPEC. Figure 6 highlights the distri-
bution of project involvement among the top ten Chinese enterprises,
with percentages indicating the proportion of CPEC projects that one
corporation is involved in relative to the total 68 projects.

The extensive and diverse participation of different Chinese enter-
prises is prominent (aggregated as “other”). Of these, eight of the ten
most representative companies involved in more than four projects are
predominantly state-owned (CCCC, CCCG, CEEC, SINOSURE, CHEC,
POWERCHINA, CGGC, and Sinomach). The leading influence of
CCCQG, along with its subsidiaries CCCC and CHEC, is remarkable in
the overall CPEC picture.

Standing out among them due to their unclear or non-state-owned
nature are COPHC and Goldwind. COPHC has secured a 40-year opera-
tion license for Gwadar Port and the Gwadar Free Trade Zone, together
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Figure 6.
Major Chinese Enterprises Along the CPEC.
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with its three subsidiaries, Gwadar International Terminals Ltd., Gwadar
Marine Services Ltd., and Gwadar Free Zone Company Ltd. (COPHC,
n.d.). Despite its key role in port development, information on COPHC’s
ownership, management, and finances is scarce. Goldwind, though not
majority state-owned, receives strong support from both China’s central
and regional governments (Clifford, 2015).

Confronting the lack of technology, infrastructure, and capital, Chinese
enterprises have engaged in developing socio-economic sectors within
Pakistan under CPEC. Figure 7 visualizes the sectoral involvement of
Chinese enterprises. Energy stands as the most important sector (55.45%
of total investment counted by number of SLEs engaged), which is con-
sistent with a comprehensive collection of energy sector funding informa-
tion from AidData 2024. Coupled with the unavailability of data in other
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sectors, we use the energy sector as a prime example to illustrate the role
of SLEs in the process of granting, receiving, and implementing loans.

AidData 2024 recorded approximately $11.20 billion across 31 trans-
actions granted to Pakistan’s energy sector from 2015 to 2021 along
the CPEC. Associated transaction details illustrate: (a) Chinese state-
owned banks’ and SLEs’ capability and expertise in managing complex
cross-border energy projects, and (b) their collaborative approach to
international expansion through fostering joint ventures and SPVs with
Pakistani counterparts.

During the process of funding, receiving, and implementing these
loans, the funding agencies are completely composed of Chinese state-
owned banks, predominantly via China Development Bank (CDB) with
transactions totaling $3.75 billion (33.48% of the total $11.20 billion)
and Export-Import Bank of China (China Eximbank) with transactions
totaling $2.93 billion (26.16% ). The majority of agencies (65.42% ) receiv-
ing loans are categorized as “Other Joint Venture/SPV.” Nevertheless,

Figure 7.
The Sectoral Involvement of Chinese Enterprises Along the CPEC.
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“Chinese Joint Venture/SPV” agencies receive $2.03 billion (18.14%),
and the “Chinese State-owned Company,” specifically CGGC, receives
$1.54 billion (13.75%). Chinese state-owned companies, whether alone
or in combination with other entities, dominate, implementing 84.82%
(approximately $9.50 billion) of the fund.

These energy development projects are vital for Pakistan, which has
faced complex energy challenges, including acute shortages, since its
inception. Additionally, Pakistan possesses substantial untapped energy
resources and potential for renewable energy development (Grainger
& Zhang, 2017). Subsequently, energy is consistently emphasized in
the LTP CPEC and “Pakistan 2025 One Nation One Vision (2014)”
documents. CPEC energy projects are “the backbone of the energy
strategy to overcome Pakistan’s energy crisis” (Planning Commission,
Ministry of Planning, Development & Reform, 2014), spanning various
sub-sectors, including coal, hydro, wind, and solar power. According
to Duan et al. (2022), CPEC efforts are projected to boost Pakistan’s
energy growth from 4.5% (1990-2015) to 14.6% (2016-2035). Therefore,
Chinese SLEs’ strategic energy investment signifies a comprehensive
cross-border involvement in developing and diversifying Pakistan’s
energy infrastructure.

The third section examined Chinese trade and investment with
Pakistan in contrast with the US from 2003 to 2023, highlighting that
Pakistan is increasingly oriented towards China, while the influence
of the US is decreasing, which is particularly evident after the launch
of CPEC in 2015 and the signing of LTP CPEC in 2017. This shift is
marked by (a) the significantly higher rate of Pakistan’s imports from
China compared to the US, and (b) that China overtook the US as
Pakistan’s foremost source of new FDI since FY 2014-2015, primarily
driven by CPEC projects. Altogether, these points illustrate how CPEC
forms the backbone of resilient and continuously developing economic
relations between the two countries. This is also proven by the fact that
these economic activities were sustained through serious crises, not
least the COVID-19 pandemic and the stringent lockdowns imposed
by their governments. Notably, in the worst period of the pandemic,
China’s exports and investment to Pakistan remained higher than those
recorded before CPEC’s launch.

However, there are challenges to the sustainability of Pakistan’s socio-
economic development through CPEC. The following sections examine
Pakistan’s domestic situation through the state-society-market nexus, as
well as the geopolitical situation in South Asia.
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Domestic Challenges of the China-led BRI Activities in Pakistan

In this section, we address two major domestic structural challenges
that pose obstacles to the sustainability of the BRI in Pakistan: (a) weak
“nation-state” building, partly associated with the tribal structure in parts
of the country, leading to ongoing conflict between the government and
organized tribal forces; and (b) the lack of substantial socio-economic
development.

Pakistan is a variant of a centralized or authoritarian state, which was
formed as an imperative and further strengthened to impose state-led
socio-economic modernization (see Jalal, 1995; McCartney, 2011), similar
to other post-colonial states during the 1960s and 1970s. Driven by endog-
enous socio-economic fragmentation and backwardness and exogenous
military, political, and economic pressures, mainly from India, the military
elite has dominated politics and society through power centralization
since Pakistan’s inception in 1947. Meanwhile, military dominance has
weakened Pakistan’s institutional frameworks, with unequal fiscal allo-
cation, corruption, nepotism, and tax policy manipulations benefiting
the military and central government (Gul, 2017; Huang & Yan, 2023).
Compared to India, Turkey, and Iran in South and West Asia (SWA),
Pakistan’s state-led development has been remarkably limited, largely due
to the weakness of the “nation-state” caused by ongoing ethno-religious
conflict (see Amineh, 2007; Jalal, 1995; McCartney, 2011; Waseem, 2022,
pp- 150-285). Its first Five-Year (economic) Plan (1956-1960) — a series of
state-led socio-economic development initiatives —was initiated in 1948
but largely ignored and eventually abandoned due to the 1958 military
coup and subsequent years of political instability, which set precedents
for direct military rule (McCartney, 2011). Its state-led development,
as identified by McCartney (2011) and Roy (2017), began in the 1970s.

Up until now, Pakistan has been struggling with a chronic development
crisis, a mutually reinforcing combination of deep economic crisis and
cultural frictions entrenched in the public domain, leading to militant
confrontations between tribes, ethno-religious groups, and the state
(see Amineh, 2010). Conversely, successful state-led catch-up shifted
wealth and power from the EU and the US to East and Southeast Asia,
positioning Asia to re-emerge as the center of global economic activity
in the twenty-first century.

In what follows, we elaborate on Pakistan’s political and socio-eco-
nomic crises, based on the foundation of its military dominance, including
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ethnicity-based underdevelopment and conflicts that create the conditions
for permanent clash between tribes, ethno-religious forces, and the state.

Pakistan’s Domestic Structural Crises and the Implications
for the China-led BRI

Beyond the aforementioned endogenous backwardness and exogenous
pressures, Pakistan’s dispersed colonial legacy also includes: (a) a frag-
mented, centralized administrative framework; (b) huge investment in
weapons, military organization, and technology; and (c) conflicts between
the central government and the provinces (see McCartney, 2011; Roy,
2017). Established upon this, the presence of tribal structures combined
with the lack of a unified historical and cultural identity contributes
to Pakistan’s failure in strong nation-state building. Beginning with
Pakistan’s founder, Mohammed Ali Jinnah, the ruling class tried to
mobilize human and material resources by invoking Islam as an imagi-
nary common cultural identity to control and integrate the tribes under
the banner of a nation-state. The successful military coup in 1977 further
consolidated the government’s “Islamisation” policy, to bind what the
ruling class saw as “a weak multi-ethnic state,” meanwhile legitimizing
President Muhammad Zia-ul-Haq’s rule (1977-1987) (Hussain, 1994;
Pande, 2017). This was followed by military action and prolonged con-
flict in the tribal areas, particularly in the North West Frontier Province
(NWFP)—now Khyber Pakhtunkhwa (KP)—including the Federally
Administered Tribal Areas (FATA) and Balochistan, where there are
strong tribe-based ethno-religious identities and practices. The NWFP/
KP tribes’ ethno-religious culture is rooted in the shared language of the
Pashtuns and the social code of Pashtunwali, and Balochistan’s social
structure is distinguished by membership in Baluch, Brahui, Pashtun,
and other groups (Jalal, 1995).1

Meanwhile, a new type of radical and militant Islamic political ideol-
ogy gradually emerged in Muslim countries, reacting to centralized and
secular ruling elites’ attempts to achieve Western-style nation-building
and modernization of politics, society, and economy from above (Amineh,
2007, 2010). The failure of these attempts, which are described by the
Egyptian radical Islamic ideologue and thinker Sayyed Qutb (1906-1966)
as “cultural decadence and a return to pre-Islamic “ignorance” and moral
corruption (jahiliya),” ultimately consolidated the rise of radical Islamic
movements in the 1960s and 1970s, which led to, among others, the victory
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of the Iranian Islamic Revolution of 1978/9 (see Amineh & Eisenstadt,
2007). This episode radically influenced the geopolitical shift of West Asia.

In Pakistan, radical movements gained support from the urban poor
by popularizing Islamic traditions, with Sayyed Abdullah al-Mawdudi
(1903-1979) being a key ideological figure (Amineh, 2010). Following
the influx of the Islamic ideology of al-Qaeda and the Afghan Taliban
into Pakistan’s tribal areas in 2001 (mainly Balochistan and the NWFP),
long-standing poverty and underdevelopment fueled the radicalization
of local Pashtuns (Rashid, 2010). Consequently, the Pakistani Taliban
has developed rapidly since 2001, pursuing a political agenda aimed at
liberating FATA and creating an independent emirate.

Radical Islamic forces that are primarily based in or have significant
operations in Pakistan include Tehreek-e-Taliban of Pakistan (TTP),
Lashkar-e-Jhangvi, Daesh (the Islamic State of Pakistan), Balochistan
Lashkar-e-Tayyiba, East Turkestan Islamic Movement, United Baloch
Army, and other militant wings of political parties (Kumar, 2023).
Additionally, the Baloch separatist threat is intensified by its collaboration
with Takfiri Islamist groups (including TTP, al-Qaeda, and Lashkar-e-
Jhangvi) and the Sindh separatist movement, within the broader context
of growing al-Qaeda and Islamic State collusion (Syed, 2017).

The government’s conflicts with tribal regions and Islamic radical
movements deteriorate socio-economic conditions, exacerbating regional
inequalities in Pakistan. Despite the urban population’s growth since 1998,
KP and Balochistan remain predominantly rural, with the highest preva-
lence of multidimensional poverty during 2017-2018 (Pakistan Bureau
of Statistics [PBS], 2023; Pakistan Institute of Development Economics
[PIDE], 2023). Consequently, NWFP/KP and Balochistan have been
instigating ethno-religious conflicts and resource disputes with wealthier
regions like Punjab, as well as expressing growing dissatisfaction with
the central government through violent behaviors (Huang & Yan, 2023).

Further, since General Muhammad Zia-ul-Haq focused on security
over industrial development, the US economic aid of the mid-2000s was
mismanaged, impeding Pakistan’s socio-economic progress (McCartney,
2011). US aid for counterterrorism also frequently gets diverted for the
ruling class’s private benefit, inadvertently fueling terrorism (Shahzad
et al., 2020). To investigate Pakistan’s socio-economic situation, we
examined its capability to produce and export manufactured goods com-
petitively from 1990 to 2021, incorporating the Competitive Industrial
Performance (CIP) Index'" and Industrialization Intensity Index,'® and
contrasting it with other late industrialized countries (see Figure 8).
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Contrasting the growth trends demonstrated by both indices of South
Korea, India, Turkey, and (to a lesser extent) Bangladesh, Pakistan’s
capability remained low, indicating minimal improvement since the
1990s. From 2003, Pakistan became the least industrialized economy
with the lowest capability for producing and exporting manufactured
goods competitively.

Figure 8 also illustrates the manufacturing sector’s limited contribution
to Pakistan’s overall GDP and GDP per capita, implying (a) few skilled
job opportunities in the industrial sector, and (b) a low share of medium-
and high-tech activities in total manufacturing value added and exports.
This aligns with Pakistan’s export composition and its strong reliance on
Chinese imports of high-value-added products (see the third section).

In the last five years of focus (2019-2023), Pakistan has been navi-
gating an extremely challenging macroeconomic situation, marked by:
(a) an average GDP growth rate of 2.7%, down from 4.7 % in 2014-2018;
(b) an average inflation rate of 13.6%, up from 4.8% (in 2014-2018);
(c) significant depreciation of the Pakistani rupee (PKR) against the
US dollar, dropping by 74.4% in FY 2021-2023; and (d) an estimated
5.6 million unemployed and 47.6% employment-to-population ratio in
2023, reaching the country’s lowest point since 1994 (2020 excepted)
(International Labor Organization, 2023).

Figure 8.

CIP Scores and Industrialization Intensity Index of Pakistan, India, Bangladesh,
Iran, Turkey, and South Korea, 1990-2021.
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To summarize, Pakistan’s unsuccessful state-led industrialization has
intensified with significant macroeconomic challenges in the past five
years. This is compounded by Pakistan’s military dominance within the
country, political instability, weak institutional order, violent clashes
among tribes, ethno-religious groups, and the state, and persistent dis-
parities in regional development. Below, we look at how these domestic
challenges will affect China and CPEC.

Since socio-economic development is uneven across Pakistan, we begin
by examining the spatial distribution of CPEC investment to analyze the
implications of Pakistan’s domestic structural crises for the China-led
BRI (see Figure 9).

Considering the impact of the separatist organizations in Balochistan,
their alliance with Sindhi separatist organizations, and the presence of
extremist Islamist militants in KP, CPEC faces severe security challenges.

Figure 9.
The Spatial Distribution of CPEC Investment.
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Approximately half of CPEC investments are in Pakistan’s most mar-
ginalized, underdeveloped, and conflict-ridden provinces: Balochistan
and KP. Balochistan holds the development of Gwadar Port and its
surroundings —a key geopolitical economic consideration. KP hosts the
most transport and infrastructure projects, including the upgrade and
expansion of the Karakoram Highway—crucial for enhancing China—
Pakistan overland connectivity. Additionally, over half of the energy
investments are in Sindh.

Syed (2017) calculated that Takfiri Islamist militants were respon-
sible for 67% of attacks on Chinese nationals or CPEC projects, mainly
in NWFP/KP, Balochistan, and Sindh, while Baloch separatists were
responsible for 17% of attacks, mainly in Balochistan. Recent attacks
include the fatalities of five Chinese nationals in KP in 2024 —the third
attack on Chinese nationals and projects in less than a week (Basit, 2024).
Nevertheless, these terrorist attacks are seen as conflicts between sepa-
ratist groups and Pakistan’s central government, driven by long-standing
regional underdevelopment and resource tension (Luo, 2021). Baloch
separatists do not view China as their primary adversary, and attacks on
Chinese nationals are a minority of total accidents (Wu, 2021).

In response, Pakistan has actively sought China’s support to influ-
ence Kabul and prevent safe havens for terrorist and separatist groups,
including the TTP and Baloch rebels (Igbal et al., 2024). Both bilateral
and multilateral cooperation are highlighted by the response to the afore-
mentioned terrorist attack in 2024, with the issuance of a Joint Statement
in June announcing both sides’ readiness for strengthening counterterrorism
cooperation (Ministry of Foreign Affairs of the People’s Republic of
China [MFAPRC], 2024). In practice, Pakistan is involved in the first
all-SCO members’ joint counterterrorism live drill in 2024.

Additionally, in recent years, both sides have reaffirmed commit-
ments to CPEC. Under conditions of high project-funding requirements
and long construction periods, substantial progress has been made,
creating 234,999 jobs, 155,000 of which were filled by Pakistani work-
ers by the end of 2022 (Ali, 2023). In 2024, the Minister of Planning,
Development, and Special Initiatives of Pakistan announced the com-
pletion of 36 CPEC projects worth $24 billion; meanwhile, 26 projects
valued at $27 billion are currently under negotiation (Pakistan Today,
2024). To hedge against exchange rate fluctuations and devaluation of
the rupee, Chinese companies obtained the Pakistan Central Bank’s
approval to use the yuan in CPEC, bilateral trade, and investment activi-
ties (ICBC, 2018). A yuan-clearing bank in Pakistan has been launched
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in Islamabad, highlighting significant progress in the internationalization
of the yuan (Huaxia, 2023).

Acknowledging these challenges, we argue that CPEC’s contribution
includes its strategic focus on developing Pakistan’s western provinces
and connecting them with eastern provinces. The formulation of the
three current CPEC overland routes (eastern, central, and western) is
seen as a significant strategy to balance Eastern Pakistan’s political and
economic dominance while developing Western Pakistan. Additionally,
the 1,100-kilometer Karachi-Peshawar Motorway, bypassing KP and
Punjab, connects Karachi’s economic hub in Sindh with the Multan-
Sukkur section completed in 2019. Further, the largest and most sig-
nificant Main Line 1 railway traversing Sindh, Punjab, and KP is in the
pipeline. Digital facilities, including Pakistan’s first Digital Terrestrial
Multimedia Broadcast and the Pak-China Cross-border Fibre Optic
Cable Project, which runs through Gilgit-Baltistan (GB), KP, and
Punjab, have also been completed. Lastly, nine equally distributed
Special Economic Zones (SEZs) are being developed in a balanced
manner, with two SEZs under construction in KP and Balochistan, and
two in Punjab and Sindh.

However, the key to fully realizing these investments lies in Pakistan’s
ability to resolve its domestic structural crises. With military dominance
and weak nation-state building manifested in ineffective integration of
tribal and ethno-religious groups, a fertile ground has been created for
extremist domestic and external forces, generating conditions for recur-
ring, chronic development crises and hindering the formation of a robust
nation-state. Guided by the GPET, in the subsequent section, we continue
our analysis by addressing the second challenge for China and CPEC:
the geopolitical economic challenge.

The Geopolitical Economic Challenges and the
China-led BRI in Pakistan

The South Asia region is crucial due to the surrounding Indian Ocean’s
impact on the global economy and complex regional security dynamics
(Ehteshami, 2023). Pakistan, one of the key members of the BRI in South
Asia, is situated at the crossroads of SA, with its southwest bordering
Iran, northwest bordering Afghanistan, northeast bordering China, and
east bordering India. Strategic ports, Karachi and Gwadar, are situated
along the Arabian Sea coastline, extending towards the Strait of Hormuz
to the west, and ultimately to the Persian Gulf. South Asia has become a
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critical arena for the competing power projections of the US and China.
This section begins by examining India’s and Pakistan’s positions in the
US-China rivalry, setting the stage for analyzing CPEC’s geopolitical
economic challenges.

The US has long concentrated on Central and West Asia (CWA) to
control fossil fuel resources and routes, with intensified focus following
the 1970s oil crisis, followed by the Iranian Islamic Revolution and the end
of the Cold War (1991) (Amineh 2007; Amineh & Crijns-Graus, 2017).
Subsequent events include the establishment of the Rapid Deployment
Force, later United States Central Command (USCENTCOM), and the
issuance of the Carter Doctrine, committed to military readiness to defend
US interests in the Persian Gulf (Bromley, 2007).

The significance of SWA for China arises from its huge reliance on
maritime trade and energy imports, where the US naval blockade in
the Southeast Asian strait could be a feasible strategy to coerce China
(Cunningham, 2023). Navigating the US—China rivalry, India and Pakistan
adopt different positions.

First, heightened India-China military contestations are rooted in
border disputes at the intersections of Kashmir, Tibet, and Xinjiang,
exemplified by a deadly clash in 2020 (see Kaushik, 2024). This bilateral
tension is compounded by China being a close ally of India’s security
rival, Pakistan, and China’s expanding presence in the Indian Ocean
(Ehteshami, 2023). Over the past two decades, India and the US have
increasingly cooperated, driven by their shared perception of China as a
common threat (Zhang, 2024). This has included US support for India in
border disputes with China. Nevertheless, India adopts a hedging strategy,
enhancing security cooperation with the US while pursuing political and
economic ties with China.

Pakistan has a long history of military dependence on the US, exemplified
by substantial aid during the Afghan-Soviet War to counter Soviet military
presence in the region and several defense treaties signed in the 1950s (Alj,
2016; Bromley, 2007). However, this relationship was driven by specific
strategic objectives at each stage, cooling once those objectives were met
(Ali, 2016). US arms sanctions before the 1965 Indo-Pakistani War mark,
gradually, Pakistan’s shift from US to Chinese weapons (Schwemlein, 2022),
and following the Soviet withdrawal, US interest in Afghanistan waned, with
US concerns over Pakistan’s nuclear program increasing. In the post-9/11
era, the US renewed close engagement with Pakistan with extensive military
and economic aid for combating Afghan and Pakistani terrorist groups.
Nevertheless, both military and economic aid from the US have been largely
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misallocated (see the fourth section). The Trump administration suspended
$2 billion in military aid to Pakistan over terror inaction (Economic Times,
2018). As of 2023, the Biden administration has not restored military aid
to Pakistan to pre-Trump levels, with military assistance now making up
almost 0% of the total US aid to Pakistan since 2021."

In contrast, from the mid-1960s onwards, the arms trade between China
and Pakistan has been consistent. Unlike other suppliers, China’s assis-
tance has enabled Pakistan to develop its arms industry, with technology
transfer and joint production (Ali, 2020a). As Pakistan’s economic and
foreign policy increasingly aligned with China from 2003 to 2023 (see the
third section), China supplied 42% of Pakistan’s arms imports from 2003
to 2013, and 77% from 2014 to 2023, with fixed-wing aircraft and heli-
copters making up about 40% of these exports (Stockholm International
Peace Research Institute, 2024). Additionally, CWA BRI countries are
also gradually reorienting their economic and foreign policy towards
China, posing significant geopolitical and geo-economic implications for
the US (Amineh et al., 2025).

Opverall, South Asia’s geopolitical and geo-economic complexities are
shaped by competitive US and China power projections and tensions
with India. In what follows, we examine: (a) the importance to China of
securing SLOCs and chokepoints across the Indian Ocean, (b) Indian and
US opposition to the CPEC development of Gwadar, (c) cross-border
ethno-religious forces, and (d) China’s (co-)design of multilateral institu-
tions in reshaping the SCWA order.

The primary geopolitical economic concern behind the launch of
CPEC is China’s intention to safeguard its crucial SLOCs across the
Indian Ocean. Compared with the average global reliance on maritime
transport, China demonstrates greater reliance, ! with approximately 95%
of Chinese trade being facilitated by shipping each year (NDRCPRC,
2024). With China’s escalating state-led catch-up industrialization, it
has emerged as the largest global importer of crude oil, with 97% of it
delivered via shipping (US Energy Information Administration [USEIA],
2023). In 2022, China sourced 77% of its crude oil and condensate from
West Asia (primarily Saudi Arabia) and Africa. Consequently, China is
the largest importer of crude oil transiting the Malacca Strait, and the
largest importer of crude oil and condensate passing through the Strait
of Hormuz.

Additionally, China was the second-highest global Liquefied Natural
Gas (LNG) importer in 2022 (USEIA, 2023), relying heavily on shipping
that predominantly bypasses the Strait of Malacca. Chinese companies’
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newly signed LNG long-term purchase agreements total nearly 17 mil-
lion tons per year, with free on board contracts making up nearly 60%
(Transport Planning and Research Institute, Ministry of Transport of
China, 2024). The Bab el-Mandeb Strait between Africa and the Arabian
Peninsula is crucial for China’s import of oil and refined petroleum prod-
ucts (USEIA, 2019). Although the Suez Canal is primarily critical for
Persian Gulf oil and natural gas shipments to Europe and North America,
it can indirectly affect China’s energy supply chains.

Consequently, the major geopolitical chokepoints China relies on are
the Malacca Strait, the Strait of Hormuz, the Bab el-Mandeb Strait, and
the Suez Canal. Calculated based on USEIA (2024) data, these choke-
points are also crucial globally, accounting for approximately 73.46%
of crude oil and petroleum liquids in maritime trade and 56.79% of the
total world oil supply. Therefore, it is imperative for China to protect its
SLOCs in the Indian Ocean. To address this, China is diversifying energy
routes, including developing Gwadar Port through CPEC to bypass the
Malacca Strait. With Karachi Port, Port Qasim, and Gwadar Port, the
Persian Gulf trade connectivity is strengthened.

Reacting to developing Gwadar, India expressed worries about its
potential military use, which could challenge the Indian Navy’s goal of
dominating the Indian Ocean (Purushothaman & Unnikrishnan, 2019).
The Pentagon also hypothesized the establishment of Chinese military
bases in Pakistan (US Department of Defense, 2023). Despite official
denials from China (Bhaya, 2018) and Pakistan (Blanchard, 2018), India
and the US maintain their skepticism. Additionally, as CPEC passes
through GB, it heightens the India—Pakistan border dispute over Jammu
and Kashmir, which has led India to claim that CPEC infringes on its
sovereignty (Rajagopalan, 2022).

Beyond tensions with India, Pakistan has cross-border threats from
Afghanistan and terrorist groups in Iranian Balochistan (i.e., Jaish ul-Adl
and Ansar al-Forghan). In 2024, Pakistan-Iran tension flared when Iran
bombed the Jaish ul-Adl active in Pakistani Balochistan (Nawaz, 2024).

The ongoing Pakistan-Afghanistan tension is rooted in the division of
the Pashtun ethnic group by the Durand Line (Siddique, 2014). Pakistan
has been deeply involved with the Pashtun borderlands. This includes
providing sanctuary to Afghan Islamists in the late 1970s; working with
the US and Saudi Arabia to support the Afghan mujahideen during the
Soviet invasion of Afghanistan, influencing the rise of the Taliban in
the 1990s; and facilitating the presence of al-Qaeda (Rashid, 2012).
These actions destabilized the borderlands and harmed both countries’
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political stability and socio-economic development. More recently,
since the Taliban’s return to power in Afghanistan, there has been signifi-
cant concern over their engagement with Pakistan Pashtuns, escalating
cross-border terrorist infiltration and attacks.

Notably, half of the CPEC investment involving the development of
Gwadar is in areas of Pakistan-Afghanistan-Iran tension (Balochistan and
KP) (see Figure 9). Subsequently, the security risk to BRI activities that
is rooted in the historical deprivation of development and resources in
Balochistan and KP (see the fourth section) is exacerbated by cross-border
terrorist and separatist groups between Iran, Pakistan, and Afghanistan.

Confronting these challenges, associated Chinese strategies include
fostering bilateral partnerships with SCWA countries and establishing
multilateral institutions to achieve the BRI’s envisioned cooperative
development (Amineh, 2023b). Closely tied to the BRI context, muti-level
strategic partnerships established between China and CWA countries
since 2015 include: (a) a strategic partnership with Iraq, (b) comprehensive
strategic partnerships with Saudi Arabia and the United Arab Emirates
(UAE), (c) a 25-year comprehensive strategic cooperation with Iran,
(d) a permanent comprehensive strategic partnership with Kazakhstan,
(e) an all-weather comprehensive strategic partnership with Uzbekistan,
and (f) an all-weather strategic cooperative partnership with Pakistan.
Furthermore, most SCWA countries have joined either BRI, SCO, or
both. India and Pakistan were simultaneously admitted as SCO observers
in 2005 and obtained full memberships in 2017.

Nevertheless, rivalry and prevention between member states are
regarded as SCO’s real challenges beyond the curbing of terrorism (Zhao,
2022). LiJinfeng, Executive Director of the CASS SCO Research Center,
highlighted the SCO’s role in promoting peaceful dialogue between India
and Pakistan (Wang, 2021). In practice, the SCO helped arrange the
first high-level Pakistani visit to India since 2014 during its 2023 foreign
ministers’ meeting (Raza, 2023). Additionally, Li stressed the leverage of
India’s and Pakistan’s accession to expand economic cooperation among
the SCO member states. Similarly, Iran’s accession in 2023 is driven by
the intention of member states to broaden diplomatic and economic
engagement (Schmitz, 2022). The SCO’s strategic interests in CWA also
involve coordinating with Afghanistan’s neighbors, providing humani-
tarian aid, and encouraging an inclusive political structure and peace in
Afghanistan (MFAPRC, n.d.). Afghanistan was granted observer status in
2012. Although no Afghan representatives have attended SCO meetings
since the Taliban took power, China actively engages with the Taliban
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bilaterally to promote SCO-favored policies like tolerance, anti-terrorism,
and regional friendliness."

The progress of the BRI is also creating favorable conditions for a
number of BRI countries to participate in the global system, as evidenced
by China’s use of BRICS Plus as a potential global institution to chal-
lenge the existing US-led world order and push for alternative global
governance (Amineh, 2023b; Xu, 2023). The 2023 BRICS expansion
saw new CWA members, including Iran, Saudi Arabia, and the UAE,
reflecting growing concerns about dependence on the US dollar and a
desire for economic development beyond Western dominance (Zhou,
2023). However, similarly to the SCO, rivalries and the limited economic
integration between member states remain a major challenge.

South Asia’s geopolitical and economic complexities stem from
China-US competitive power projections, its significance in global energy
markets, and disruptions from cross-border separatism and terrorism. To
maintain control over its transnational economic activities and capital
flows in SCWA, China aims to restructure the regional order through
bilateral partnerships and the co-designing of multilateral institutions.
These strategies assist in restructuring and reshaping SCWA’s geopoliti-
cal order by developing a transnational network of capital, information,
technology, and power.

So far, China’s attempts to prevent conflict and create conditions for
cooperation have been facilitated by a consensus-driven approach, not
military intervention. Consequently, the long-term success or failure of
CPEC depends on: (a) whether Pakistan can resolve its domestic struc-
tural crises, and (b) favorable geopolitical developments.

Conclusion

This study provides a multi-dimensional assessment of the activities of
the China-led BRI in Pakistan. We examined: (a) What are the origin
and mechanisms of China and the BRI activities (i.e., diplomatic, eco-
nomic, and security) in Pakistan? (b) What are the BRI’s domestic and
geopolitical economic challenges in Pakistan?

Most scholarly publications on BRI activities in Pakistan have been
relatively descriptive rather than analytical and/or too fragmented to
capture a critical assessment of implications and challenges in Pakistan.
This research proposed a holistic theoretical framework generated by
GPET coupled with a theory-driven methodology. GPET transcends
the limitations of traditional state-centric realism and market-centric
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liberalism in the study of IR and IPE, serving to analyze the domestic
and external relations of major states, societies, and markets amidst
the global system. With this approach, we addressed the comprehen-
sive causal mechanism behind the emergence, geographical expan-
sion, activities, and challenges of the BRI in general and Pakistan in
particular.

China’s successful state-led capitalist industrialization has increased
domestic wealth, power and military capacity alongside the structural
problems of overaccumulation and resource scarcity. Overaccumulation,
characterized by surplus capital and labor that cannot be used profit-
ably, has led to economic inefficiency, including idle factories and rising
unemployment, exacerbated by market overproduction and diminishing
returns. This situation has necessitated a “spatial fix” in which geographi-
cal expansion into new territories and markets becomes essential to the
survival of capitalism by providing new spaces for accumulation. The
launch of the BRI by the Chinese leadership is a response to these criti-
cal domestic challenges.

Pakistan is a key member of the China-led BRI in South Asia, which
is geopolitically and geo-economically crucial for China. It lies at the
crossroads of the SCW Asian regions, which are vital locations for fossil
fuels and minerals traded in global markets. CPEC will provide China
with a direct sea route from the inland region of Kashgar to the Arabian
Sea, and eventually to the Strait of Hormuz. Subsequently, China aims
to strengthen both land and sea connectivity through CPEC by investing
in: (a) energy, (b) transport infrastructure, (¢) Gwadar, and (d) industrial
development of nine SEZs.

We examined China—Pakistan economic activities, concentrating on
fluctuations around CPEC’s initiation (2013) and launch (2015) and
the signing of the LTP CPEC (2017), intending to identify the degree
to which CPEC can boost Pakistan’s economy. Findings show that
Pakistan’s economic and foreign policy, which is closely linked to the
BRI, is gradually shifting towards China in relation to its traditional
partner, the US. First, Pakistan’s imports from China grew significantly
more than those from the US between 2003 and 2023, with a notable
surge between 2013 and 2015. The country’s limited industrial devel-
opment requires it to import capital goods, machinery, mechanical
appliances, and electrical equipment from China. Despite Pakistan’s
persistent trade deficit with China, this imbalance has been mitigated
by the Phase II China—Pakistan FTA, leading to an increase in its
exports to China. Second, China has overtaken the US as Pakistan’s
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main source of new FDI since FY2014-15, largely driven by 68 CPEC
projects, which are facilitated by 130 Chinese SLEs. Of these, eight of
the ten most representative companies are predominantly state-owned.
CCCG and subsidiaries CCCC and CHEC are playing a leading role
in CPEC’s implementation. The (renewable) energy sector is vital,
accounting for 55.45% of total CPEC investment—consistent with
AidData 2024’s collection of energy sector financing transactions. We
use the energy sector under CPEC as a prime example to illustrate
the role of SLEs in loan allocation, receiving, and implementation.
We identify that: (a) China’s state-owned banks, in particular CDB
and China Eximbank, are key players in the financing process; and (b)
China’s state-owned enterprises, either alone or in combination with
other entities, dominate the implementation process, handling 86.25%
of the funds. Additionally, CPEC investment in Pakistan’s energy
infrastructure has completed about two-thirds of the planned projects,
with half being renewable. This is crucial to address Pakistan’s energy
shortage and develop renewable resources.

We underline that the BRI has so far contributed to Pakistan’s socio-
economic development by strengthening physical and digital connectiv-
ity between East Pakistan and the underdeveloped West Pakistan, with
associated improvements in health and education facilities. A significant
number of jobs have been created, with more than half of which have
been filled by Pakistanis. By 2024, $24 billion worth of CPEC projects
will have been completed, with another $27 billion under negotiation.
Meanwhile, the arms trade between China and Pakistan has intensified
over the past decade, involving technology transfer and joint production.
Conversely, since 9/11, US aid to Pakistan has been largely misallocated,
with military aid falling to almost 0% by 2021 due to inaction on terrorism.
We therefore conclude that Pakistan is gradually rebalancing away from
the US and towards China, largely through BRI cooperation. However,
the continuation of this shift depends on the sustainability of associated
BRI projects and the challenges they face. These challenges are mainly
related to (a) Pakistan’s ability to resolve its domestic crises and (b)
favorable geopolitical and economic developments in South Asia. China’s
failure to overcome or adapt to them will seriously damage BRI projects,
endanger Chinese overseas workers, and lead to delays or cancellations
with heavy financial losses.

Pakistan’s domestic structural crises stem from (a) failed and uneven
state-led socio-economic development, (b) persistent ethno-religious
conflicts and their integration into the existing nation-state and the
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national economy, and (c) the entrenched dominance of the military
elite in Pakistan’s state, society, and market. Although the military has
a nationally legitimized position in the prevention of internal and geo-
political threats, the rise of Pakistan’s military-based centralized power
structure has also failed to deliver substantive socio-economic develop-
ment and the creation of a strong nation-state. Subsequently, the stunted
socio-economic development and military domination of the state have
created the conditions for Pakistan’s chronic development crisis, imped-
ing the formation of a robust nation-state.

These domestic challenges are further intertwined with geopoliti-
cal and geo-economic risks rooted in (a) transnational ethno-religious
and militant organizations, including Taliban movements between the
NWFP/KP and Afghanistan; (b) cross-border Baloch nationalist and
separatist groups operating between Balochistan and Iran; (c) tensions
with India; and (d) US and Chinese competitive power projections in
South Asia. Accordingly, securing SLOC:s across the Indian Ocean is of
vital geostrategic and geopolitical economic importance to China, given
its significant reliance on the Straits of Malacca, the Straits of Hormuz,
the Bab el-Mandeb Strait and the Suez Canal for steady and reliable
trade and energy import flows. Relevant threats to US power projection
are rooted in the country’s complex historical, geopolitical and eco-
nomic interests in the region, as well as its policy of containing China’s
influence. Consequently, CPEC faces serious domestic and geopolitical
challenges, as about half of the total investment is in Balochistan and
KP—Pakistan’s most underdeveloped and conflict-ridden provinces.
Balochistan, home to the Gwadar Port, is a key geopolitical consider-
ation in CPEC. KP hosts the largest number of transport and infrastruc-
ture projects, including the Karakoram Highway, a key component of
improving land connectivity between Pakistan and Kashgar.

Confronting these challenges, China seeks to reshape the regional
order in a non-interventionist manner by (a) actively promoting bilateral
strategic partnerships with SCWA countries, and (b) mobilizing SCWA
countries to join or engage with the SCO. In parallel, the institutionaliza-
tion of the BRI in the SCWA also aims to create favorable conditions for
BRI countries to engage in global governance issues, as seen in China’s
strategic use of BRICS Plus.

So far, in addition to Pakistan, CWA BRI recipients are gradually
reorienting their economic and foreign policies towards China. China
has established multi-level strategic partnerships with CWA countries
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since 2015, and most CWA countries participate in either the BRI,
the SCO, or both, with the SCO supporting regional economic and
security cooperation. If this rebalancing continues, a China-centered
network of capital, information, technology, and power will emerge to
the extent possible (see Domestic and geopolitical challenges facing
BRI countries).

Despite our intention to provide a comprehensive multidimensional
study of the BRI in Pakistan and its domestic and geopolitical implications,
the following limitations should be acknowledged: (a) The lack of in-depth
examination of each of the variables covered in this study. The impact of
Pakistan’s domestic structural crises on the BRI needs to be explored more
thoroughly, which is crucial for further assessing the sustainability of the
related cooperation. We emphasize that the future of CPEC is unpromis-
ing unless Pakistan resolves its domestic structural crises within the state,
society, and market. Given space constraints, we have approached these
issues conceptually, drawing on valuable secondary scholarship that can
serve as a starting point for future research. (b) Although AidData 2024
provides extensive information, it may be incomplete and may not cover
every transaction. This is due to China’s continued lack of transparency on
its overseas projects and certain technological limitations. (¢) Discrepancies
between US and Pakistani data and the exclusion of China as an official
donor by the Organization for Economic Co-operation and Development
make it impossible to compare US and Chinese economic aid to Pakistan
directly. This prevents a more detailed examination of the determinacy of
Chinese capital injected into the Pakistani economy.
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NOTES

1. The SCO’s establishment in 1996 created a platform for regional collabora-
tion on political, economic, and security issues among Russia, China, and
the five Central Asian states (Amineh, 2023b). As of 2024, the SCO has
expanded to ten full members, including India and Pakistan (2017), Iran
(2023), and Belarus (2024). For details on the origin, aims, and activities of
the SCO, see Shanghai Cooperation Organisation Secretariat. (n.d.).

2. BRICS comprises Brazil, Russia, India, China, and South Africa. During the
fifteenth summit, Egypt, Ethiopia, Iran, and the UAE joined as new members,
informally known as BRICS Plus. Their membership started on January 1, 2024.
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11.
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13.
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Some of the discussions on GPET have been previously published (see Amineh,
2022,2003, 2023a, 2023b; Amineh & van Driel, 2018; Amineh & Yang, 2017).

Critical Geopolitics can roughly be divided into three streams of thinking that
emphasize respectively: (a) the role of cultural factors, such as religion and
ethnicity, as structural determinants of community boundaries, as proposed by
Huntington (1996); (b) the use of discourse analysis to examine the political and
social contexts in which geopolitical power operates, exemplified by Said (1978)
and Dodds and Sidaway (1994); and (c) the integration of critical geopolitics with
IPE, as explored by Sharp (1996) and Agnew and Corbridge (1995). GPET is
built upon the third stream, whereby both geographic and/or territorial states,
as well as the geo-economic dimensions of the IPE, are incorporated (Amineh,
2003; Amineh & van Driel, 2018).

The state-society-market complexes adopted by the GPET are based on
Cox and Schechter’s (2002) state-society complexes as a unit of analysis in
IR. Unlike Cox, the GPET separates the market from society. In this way,
the GPET emphasizes society as the broader domain of social relations
between classes and interest groups, while the market is seen primarily
as the domain of economic activities and forces. This can contribute to
a better understanding of the two ideal types of political authority we
introduce here: centralized and LSMC, which are distinguished by the
different roles of the ruling and governing classes in regulating society,
market (and also external relations).

. Germany and Japan during the Second World War, the Union of Soviet

Socialist Republics during the Cold War, and China and Russia today high-
light the evolving role of the centralized state, from challenger to hegemon
to transformative force in the global system.

. The interaction between the territorial and capitalist logic of power aligns

with the third stream of critical geopolitics, which forms the foundation of
GPET. For more details, see endnote 4.

. Refer to Box 4 in Figure 1 —the GPET analytical framework.
. The choice of this dataset is due to the unavailability of related data from

international organizations or China, and it starts from FY 2011.

Refer to Box 6, and Loops 7 and 8 in Figure 1.

Refer to Box 5 in Figure 1.

Refer to Loops 8 and 9 in Figure 1.

This refers to activities undertaken by Chinese enterprises or entities involved
in construction projects abroad. For detailed information, see the Regulations
on the Management of Overseas Contracting Projects, published by the
Minister of Commerce of the PRC.
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14. The people of the Iranian province of Sistan and Baluchistan are
Sunni Muslims and speak Baluchi, one of the Indo-Iranian groups of
Indo-European languages. The Pashto language of the SWA region, similar
to Baluchi, has the same origin (Skjeervg, 2006, pp. 344-377).

15. The indicators under the CIP Index include the Competitive Industrialization
Index and Manufacturing-related Indices. They show: (a) manufacturing
value added per capita and its share in GDP, (b) the share of medium- and
high-tech activities in manufacturing and exports, and (c) the economy’s
share in global manufacturing value added and exports. For details, see
the Country Profile of each year, for example, United Nations Industrial
Development Organization [UNIDO] (2024).

16. The Industrialization Intensity Index is a crucial component of the CIP Index.

17. For the proportion of aid allocated for military purposes, see US Foreign
Assistance. (n.d.).

18. Calculated by Verschuur et al. (2022): about 75% of global trade by weight
and 50% by value was transported by sea in 2015.

19. Recent bilateral engagements include visits between Chinese State Councillor
and Foreign Minister Wang Yi and key figures of the Interim Government,
such as Acting Deputy Prime Minister Mullah Abdul Ghani Baradar in 2022
(MFAPRC, n.d.).
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