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Abstract. For Kazakhstan, the Chinese experience of successfully integrating into the world economic space and
building a competitive economy, assessing the role of foreign TNCs in improving the strategy for modernizing the
domestic economy in order to find answers to the challenges of globalization is of great importance. The authors state
in the interests of the structural reconstruction of the PRC economy, the Chinese state encourages the activities of
foreign TNCs, while at the same time conducting a controlled transnationalization of the national business. The issues
of the entry of the national economy into the global economy, the features of the international division of labor, the role
of TNCs, the development of global value chains are considered in the works of I. Wallerstein, T. Ozawa, S. Amin, J.
Schumpeter, W. Rostow and other authors. The authors rely on methods offered by a number of sciences.
Competitiveness, achieved through the cooperation of the PRC with foreign TNCs and the practice of protectionism of
the Chinese state for national TNCs, enables the country to take key positions in the global economy.

Keywords: People's Republic of China, transnational corporations, global economy, globalization, modernization,
state, protectionism.

JEL code: F68.

AnpaTtna. KasakctaH yLiH anemaik 3KoHOMMKarnblK KEHiCTikke TabbICTbl MHTErpauusanaHy xoHe Gacekere kabinetTi
3KOHOMMKa Kypy, xahaHgaHy CblH-KaTepriepiHe >ayan isgey MakcaTblHOa OTaHAblK 3KOHOMMWKaHbl >XaHFbIpTy
cTpateruscolH xeTingipyaeri wetengik TYK peniH 6aranayapbiH, Kbitan TexipubeciHii MaHpi3bl 30p. Makana aBTopriapbl
KXP akOHOMUKacCbIH KypblnbIMAbIK KanTa Kypy MmyaaeciHae Keitan memnekeTi wetengik TYK KbI3aMeTiH biHTanaHabIpbin,
COHbIMEH Gipre ynTTblk 6U3HeCTi GakblnaHaTbiH TPAHCYNTTLIKTAHABIPYAbl XKYPri3in XaTKaHblH aikbiHOaNAbl. ¥NTTbIK
9KOHOMMKaHBbIH, xahaHablK 9KOHOMMKara eHy macenernepi, Xanblkapanblk eHbek GeniHiciHiH, epekweniktepi, T¥K peni,
anempaik KyH TisberiniH gamysl W.Bannepctaii, T.03aBa, C. Amun, W.LymneTep, Y.PocToy xoHe Gacka asTopnap
eHbekTepiHae KapacTblpbiiiFaH. ABTopnap noHapanblk Tacingi kongaHa oTbipbin, Gipkatap fbinbiMaap YCblHFaH
apictepre cyneHegi. KXP-HbiH weTtenaik TYK-MeH bIHTbIMaKTacTbifbl xaHe KbiTan memnekeTiHiH ynTTolk T¥K yLwiH
NPOTEKUMOHU3M Toxipubeci apkbinbl KON XeTkisinreH Gacekere kabineTTinik enre onemaik SKoOHOMMKaga Herisri
opblHAAPAbI anyra MyMKiHAiK 6epefi.

Tywnin cespep: Kbita Xanblk Pecnybnvkachl, TpaHCyNTTbIK koprnopauusinap, xahaHablk 3KOHOMMWKa, >xahaHaaHy,
MOLEpHM3aUUs, MEMIEKET, MPOTEKLNOHN3M.

JEL koa: F68.

AHHOTaumsA. [ns KasaxctaHa MMeeT Ba)kHOe 3HayYeHuWe KUTANCKUA OMbIT YCMELIHOro BCTpavMBaHWMS B MUPOBOE
3KOHOMMYECKOE MPOCTPAHCTBO Y CTPOUTENBLCTBA KOHKYPEHTOCNOCOGHON 3KOHOMMKM, OLeHKa pornu 3apybexHbix THK B
COBEpPLUEHCTBOBAHUN CTpaTernm MOAEpHWU3aLMu OTeYeCTBEHHOW IKOHOMMUKW. ABTOPbI CTaTbWM KOHCTaATUPYIOT, YTO
KUTaWCKOe rocynapCTBO B MHTEpPEeCcax CTPYKTYPHOW MepecTpOrKM SKOHOMUKM MOOLLPSET AeATENbHOCTb 3apybekHbIX
THK, ogHOBpeMeHHO NpoBOASs yNpaBnsieMyto TpaHCHaLMOHanM3aLuuo oTe4ecTBeHHoro bmuaHeca. Bonpockl BXxoxaeHust
HaLMOHAaNbHOW 9KOHOMUKN B MEXAYHApOOHblE 3KOHOMMUYECKMEe CBSI3W, 0CODEHHOCTN MeXOyHapOA4HOro pasgeneHus
Tpyaa, ponu THK, pa3sutusa rmobanbHbIX Lienoyek CTOMMOCTM paccMOTpeHbl B Tpyaax W. BannepcraiiHa, T. O3aBbl,
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Introduction

In a globalized world, the experience of
countries that effectively use the benefits of
globalization is of particular interest. China,
over the past forty years, has successfully
joined the global value-added chains, has
become an economic giant, one of the
superpowers. In this regard, the Chinese
experience of modernization, building a
competitive economy, successful integration
into the global economic space, is of
particular interest to Kazakhstan. Moreover,
Kazakhstan is one of the active participants
in China's mega-project "One Belt and One
Road", the purpose of which is to create
external support for the modernization of the
Chinese economy.

At the turn of the millennium, the key
issue in achieving the goals of modernizing
the Chinese economy was the problem of
China's interaction with the world economy.
Considering that the process of globalization
cannot be stopped, but it can be directed to
the benefit of the Chinese economy, the
Chinese authorities decided to adapt to the
conditions of the global economy. This
adaptation was made possible by
cooperation with TNCs.

It can be stated that in the interests of
the restructuring of the PRC economy, the

Chinese government encourages the
activities of foreign TNCs, while at the same
time conducting a controlled

transnationalization of the national business.
Thus, the Chinese authorities are trying not
only to be actively involved in world
economic relations, but since the
interdependence of countries is growing,
they are tasked with influencing the rules of
the game, influencing the rest of the
participants in global economic relations.

At present, China is increasingly using
economic pressure to achieve its strategic
goals, for example, resorting to mass boycott
or administrative discrimination against
foreign companies, restricting the movement
of goods and people.

We believe that the activities of
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Chinese TNCs in China in order to
modernize the Chinese economy has a
significant impact on the transformation of
the world economy. It should be noted that
the activity of Chinese TNCs falls on the
domestic market. However, the national
market, which is part of the global market, is
becoming a space for competition between
Chinese TNCs and foreign corporations.

Undoubtedly, the growth of Chinese
transnational corporations and the increased
role of China in the world economy is causing
concern on the part of the leading countries
of the world. Of course, itis also important for
Kazakhstan to see the methods of work of
Chinese TNCs, in general, the role of foreign
TNCs in improving the strategy for
modernizing the domestic economy to
develop countermeasures of foreign
economic policy to the challenges of
globalization.

Based on the foregoing, this article
aims to reveal the role of foreign and Chinese
TNCs in the modernization of the Chinese
economy, to analyze the conditions and
methods of activity of multinational
companies. The authors try to answer a
number of questions. Could China have
become a leading industrial and commercial
world power without the support of foreign
TNCs? What is the connection between the
processes of economic modernization and
the transnationalization  of  Chinese
companies?

The issues of the entry of the national
economy into the global economy, the
features of the international division of labor,
the role of TNCs and the development of
global value chains are considered in the
works of I. Wallerstein, T. Ozawa and other
authors. Thus, relying on the world-system
analysis, |. Wallerstein points out that the
development of the world economy is based
on the evolution of not only new ways of
capital accumulation, but also new, more

efficient technologies and methods of
expanded reproduction (Wallerstein 1.,
1989).

In the context of the systemic approach
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proposed by I. Wallerstein, S. Amin deduces
his own version of the modernization of the
economy of a developing country as the
creation of "capitalism without capitalists",
which practically coincides with the Chinese
version of reforms (Amin S., 1976).

According to T. Ozawa, in the process
of modernization, national economies with
participation in the international division of
labor should transform national companies
into TNCs in order to benefit from
globalization (Ozawa T., 2014)

The idea of innovation being a key
stimulus for economic development, the
demand for which is growing thanks to
entrepreneurship, formed the basis of the
theories of J. Schumpeter, W. Rostow, M.
Porter, K. Akamatsu and others, which
indicate that in the interests of
modernization, countries should consistently
go through certain stages of growth and
levels of participation in the international
division of labor.

Thus, in the work of M. Porter it is
stated that multinational companies increase
the competitiveness of the national economy
(Porter M., 1993).

In general, it seems important to
identify the links between the processes of
modernization and transnationalization of the
Chinese economy, to analyze the essence of
the relationship between both foreign and
national TNCs with the state. This task
remains relevant in modern science.

Materials and methods

The authors of the article, using an
interdisciplinary approach, rely on the
methods offered by a number of sciences,

including economics, political science,
geography, international relations and
others.

Thus, in the understanding of the
authors, the primacy of geoeconomics is
characteristic of the modern system of
international relations. As shown in the
article, this is reflected in the formation of the
global geo-economic space, in the output of
reproduction processes beyond national
boundaries. Moreover, proving that modern
international economic relations are a
complex set of links between international
actors, in particular, between states and
TNCs, the authors of the article touch upon
problems of interest to researchers in various
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fields of science.

The economic approach involved a
microeconomic  analysis of individual
transnational corporations, as well as a
macroeconomic analysis of the main
parameters of the national economy of the
PRC. In particular, the influence of TNCs on
the global and national economy is
considered. The key for the authors is also a
systematic method, in which the economies
of countries and regions, as well as TNCs as
components of their economic development,
are considered either as a center or as a
periphery of the world economic system.

Results

China, the giant emerging at the end of
the second millennium, now appears to the
world as a combination of an economy
operating on a capitalist basis and a society
under the complete control of the Chinese
Communist Party. Although, in our opinion,
the freedom of the market in the country,
economic freedom in general, is limited to
this day, the subordination of public life to the
state, the fragmentation of individuals within
it and at the same time within the true form of
capitalism that accompanies it, made it
possible to turn this country into a real
paradise for corporate profits (J.-P.
Guichard, 2014, p. 23).

As a result, under the influence of
globalization and modernization processes,
China is confidently moving towards world
leadership. In recent years, there has been
an increase in the role of the state in
economic processes. Chinese companies,
backed by a strong state, are striving to
become world leaders in the face of
confrontation with foreign TNCs that have
weakened ties with their home states.

Probably due to the fact that the home
countries are not strong enough, foreign
TNCs do not have such support as Chinese
TNCs and are potential prey for new
"champions". But it must also be pointed out
that the management of multinational firms,
mindful of short-term financial results
consolidated on a global scale, is becoming
more and more indifferent to the conditions
of life of workers and to the principles of
ethics, which nevertheless seemed to be
firmly established in developed countries (J.-
P. Guichard, 2014, p. 13).

Discussion and conclusions
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When the leadership of the People's
Republic of China, led by Deng Xiaoping,
turned China sharply towards capitalism,
opening up the Chinese economy to the
world, it allowed the country to achieve rapid
growth: thanks to "joint ventures" with foreign
TNCs that carry their technologies. This was
largely due to "joint ventures" with foreign
TNCs. So, through the creation of zones with
special economic zones, i.e. free economic
zones, zones of new and high technologies
or the so-called zones of technical and
economic development, China has acquired
a positive investment image and also got the
opportunity to use modern technologies and
management  experience  of  foreign
companies ending up with joining the global
market.

Multinational firms whose profits were
limited by social norms and the functioning of
democratic systems in their own countries,
wanting to bypass barriers in their countries,
were able to form an alliance with China: the
leadership of the Chinese Communist Party
offered them cheap labor, and this
accelerated China's transformation into a
"world factory".

At the same time, the creation of joint
ventures was also due to the fact that this is
practically the only real way to enter the
Chinese market. TNCs are forced to choose
it so as not to run the risk of nationalization
or other measures to restrict their activities
as a result of a change in national policy.

The “model” of Chinese growth, based
on the exploitation of workers and allowed by
protectionist, including monetary practices,
exports is great for such firms: the lower
wages, the more undervalued the yuan, the
higher their profits.

That is, the lower Chinese wages, the
weaker the Chinese currency, the higher the
corresponding profits of these firms, which
thus have no interest in investing in
economies of their own countries.

Thus, the economies of developed
countries are under double pressure: from
Chinese imports and from the decline in
investment in these countries.

In such a short time, China could not
have achieved such impressive results
alone. In our opinion, the PRC leadership
used the contribution of multinational
corporations.

The persistence of the authoritarian
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regime played a role. Thanks to him, wages
remained low, and workers were still
deprived of social rights. Due to him, strict
control over the exchange rate allowed the
Chinese currency to maintain a significantly
undervalued rate, which gave the country a
strategic competitive advantage.

This is the secret of a strong alliance
between, on the one hand, the Chinese
Party-State and the owners of Chinese
enterprises who are also communists, and
on the other hand, the management of
multinational corporations, very interested in
making a profit.

In a global context, the Chinese
authorities are cooperating with TNCs in
order to develop the competitiveness of the
Chinese economy. They believed that this
alliance of the PRC with foreign TNCs,
borrowing technologies from them, would
mark the beginning of modernization, which
happened. This alliance has allowed China
to achieve a record increase in its GDP and,
as a result, the growth of its domestic market.
Therefore, it still matters for multinational
firms. Until recently, Chinese exporting
enterprises  were  subcontractors  of
multinational corporations or even more
modest enterprises of developed countries,
that is, they were not competitors. However,
the situation is rapidly changing: Chinese
giant companies have appeared in many
industries, they will be more and more
dangerous for enterprises in developed
countries in the global competition.

In addition, the position of multinational
corporations is becoming increasingly
dependent on the Chinese authorities. It
must be understood that the liberalization of
foreign economic relations does not mean a
reduction in the role of the state.

On the one hand, the TNC’s advantage
that gave them ownership of their technology
is being eroded by the massive technology
transfer that continues, allowing Chinese
firms to rapidly increase their
competitiveness.

On the other hand, we are still talking
about a very protected Chinese market, so
that these firms are obliged, in order to have
a long-term presence, to comply with the
increasingly broad requirements of the
Chinese state.

It is worth mentioning that the
procedure for creating joint ventures is quite
complicated, moreover, the scope of their
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activities is limited every year more and more
strictly. China has many opportunities to
control foreign companies. For example,
there are more prohibitions on investing in
certain industries. The protectionist policy
pursued by Beijing at the present stage,
cybersecurity rules are forcing foreign
companies to leave the Chinese market.

To be sure, China's current
competitiveness is the product of a
combination of multinational firms'
technologies on China's extremely favorable
production conditions, with a pronounced
comparative advantage of cheap labor, as
well as protectionist policies.

Since 2010, there has been a clear
trend for Chinese companies to enter the
world markets. They start buying foreign
companies. In every industrial sector, the
Chinese state plans that Chinese giant firms,
capable of dominating the world market, will
absorb foreign firms. First of all, those
companies that are not associated with high
technologies can be hit. In general, if the
interests of Chinese companies clash with
the interests of foreign firms, then there is a
risk for foreign companies.

It is worth mentioning that Chinese
state-owned companies are showing
particular interest in acquiring overseas
assets in the oil and gas industry. In
particular, a number of investments were
made in the development of oil and gas
deposits in Central Asia (Samusenko, 2011).
It is also worth noting that the "Grand
Alliance" of the Chinese capitalist system
and multinational firms is not only an alliance
between them and the Chinese firms they
deal with; in this marriage there is someone
else: the Chinese state and the CCP, the
Party-state. Chinese firms, even those that
are similar in size and global scope to
multinational corporations, are still different
from the latter: their leaders, being most
often associated with the CCP, cannot make
decisions that go against the interests of the
Party-State and, therefore, directives or
prohibitions that may direct them (J.-P.
Guichard, 2014, p. 37).

Most of the Chinese companies are
state-owned, and CEOs are different from
ordinary  corporations. The  Chinese
Communist Party usually appoints top
leaders. CEOs maintain close ties with senior
government officials.

In its mercantilist strategy that it uses,
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the CCP has not forgotten the key element of
the effectiveness of the mercantilist project of
world conquest - as stated in W. Petty's work
"Political Arithmetic" which is close
solidarity and complementarity between
enterprises and the state; however, this
solidarity, in the case of China, is especially
successful due to the political regime (J.-P.
Guichard, 2014, p.p.37-38).

We emphasize that the Chinese
authorities provide national TNCs with
extensive information and consulting, tax,
credit, and, above all, political support,
especially abroad. Chinese companies are
now leading in a number of sectors of the
global economy, including
telecommunications, rail transportation, and
so on. The support of the state is a decisive
factor for the "Chinese champions" in their
conquest of world markets. With the support
of an incomparably powerful state at their
disposal, these "champions" have the
opportunity to eliminate or take control of
competing firms, which for the most part
have lost the threads that bind them to their
country and state.

In our opinion, the alliance of global
TNCs and Chinese capitalism is a temporary
phenomenon. The dynamics of the negative
impact of this alliance is in full swing, it has
begun to have its devastating effect on small
and medium-sized enterprises in the
industrial sector of developed countries; their
deindustrialization is not only the business of
large firms that delocalize their production: it
is also the result of the blocking of
development suffered by small and medium-
sized businesses, doomed to stagnation.

Since the early 1990s, and especially
since 2001, when China joined the WTO, this
trend has been gaining momentum; entire
industries of developed countries cease to
exist. Many of the developed countries,
countries with weak economies, risk
becoming, one way or another, dependent
on China, which will inevitably have a
profound impact on the social balance of
these countries (Cardena J.P., Araujo H.,
2013).

In this regard, there are fears of
business representatives of the European
Union countries about the consequences of
the penetration of Chinese capital into the
national economy, with the exception of the
business and political elite of Eastern
Europe, which associates the improvement
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of employment with Chinese investments
(Szunomar A., 2018).

China's new national security
paradigm to strengthen securitization has
brought new challenges for governments,
businesses and non-state actors interacting
with  China. Any problems, including
economic ones, are considered through the
prism of national security. Therefore, foreign
governments and businesses are facing a
China that is more willing to accept economic
costs to protect its stability and broad
understanding of national security, including
through economic coercion.  Efforts to
reduce dependence on the West and
competition in the technology sector will
intensify. Foreign companies are subject to
new legislation and political pressure
(Drinhausen K, Legarda H, 2022, p.4).

Companies may face national security
investigations, market restrictions, consumer
boycotts, and fallout from broader economic
coercion measures, even when they have
been legally compliant in China (Drinhausen
K, Legarda H, 2022, p.19).

The developed countries of Europe will
need to confront threats to national security,
they will need their own process of
diversification of national economies, key
sectors of which have now become
dependent on China.

Today, if we do not consider large
firms, but the population of developed
countries, then it should be noted that they
have lost a lot in the big trade game with
China. As their countries deindustrialize, this
population suffers from the unemployment
resulting from deindustrialization and the
resulting fiscal austerity.

China is developing, supporting such
hegemonic ambitions, a very coherent global
strategy, the most important structuring
element of which is today's trade war with all
developed countries.

This is a war, the main weapon of
which is the means to help endow Chinese
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industrial producers with unprecedented
competitiveness in the world. The Chinese
government has shown its ability to use the
means of very aggressive protectionism,
mainly currency manipulation tools, by
making the yuan extremely undervalued and
also this is new by artificially creating
demand and subsidizing Chinese exports
through taxation to rapidly develop and
stimulate new industries.

Chinese authorities protect their
market share where Chinese companies are
competitive. For example, in

telecommunications and IT, where network
equipment suppliers Huawei and ZTE have
become leaders in the global information and
telecommunications technology market,
world-class competitors. China is pursuing a
policy of protectionism for its "champions"
and is seeking to squeeze out the foreign
network equipment manufacturers it once
relied on, especially as China's leaders face
restrictions from the US, Europe and Japan.
Chinese Internet giants Baidu, Alibaba and
Tencent are expanding their expansion in the
field of mobile communications, gaming
applications and e-commerce (Luchko M.,
2017, p.51).

In turn, Chinese TNCs circumvent the
WTO ban on budget subsidies through
offshore operations and the creation of
diversified holdings, thus strengthen their
positions, on the one hand, and protect the
domestic market of China, as well as high-
tech industries, on the other hand. China
aims to reduce its dependence on the US
financial system.

Due to its competitiveness due to the
conditions of labor exploitation and the
exchange rate of its currency, the growth rate
of China's economy is relatively high. It can
be noted, observing the ratio between
China's GDP and the GDP of developed
countries, that China's economic power is
growing at a high pace.
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A fact of great importance should be
emphasized here: the similar growth rates of
China and the developed countries are
interdependent: the slow growth of the
developed countries is directly due to their
external deficit, which is itself connected, to
a large extent, with China's "super-
competitiveness" based on numerous forms
of protectionism, including currency.

By comparison, the British Empire
began to decline from 1870, starting a game
of free trade with two countries that were very
protectionist at the time, the US and
Germany. They gradually cut its share of the
world market: the power of the Empire was
weakened on the eve of the First World War.

The ruling elite of the CCP has no
interest in going against such a dynamic, the
continuation of which could lead to Chinese
hegemony in the world (J.-P. Guichard,
2014, p. 39.).

As for developing countries, one can
point to the consolidation of their
dependence on the PRC economy through
national standards, technologies, equipment
and personnel, which are actively supplied to
these countries. In general, Chinese TNCs
are interested in cheap resources of
developing countries.

The integration of the national
economy into the world economic space, its
inclusion in global value chains is a key factor
in increasing its competitiveness. Thus,
China is far from being an autarky, but is
striving to implement its economic strategy of
managed integration.
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It should be noted that at the current
stage of modernization, the PRC is entering
into fierce competition with developed
countries in their monopoly markets for high-
tech products, which can push the country
away from economic competition to political
opposition. The situation with the Korean
TNC LG Energy Solution, the largest battery
company in the world, can be cited as an
example. LG Energy Solutions fell victim to
Chinese pressure on the South Korean
government, when in response to the
deployment of the US terminal high-altitude
area defense system (THAAD) in 2017,
Beijing banned the use of Korean batteries in
electric vehicles. This made it possible for
the Chinese CATL, a competitor of LG
Energy Solution, to occupy this niche. The
Chinese government can be said to have
achieved a double goal: supporting the
national TNC on the one hand and exerting
economic pressure on the neighboring
country in political interests.

Nevertheless, it is important for the
PRC to participate in global economic
integration in order to modernize its
economy. In recent years, national security
has become a key paradigm that also
influences China's economic strategy. The
turn towards securitization has added new
challenges for TNCs dealing with China.

So, the high competitiveness achieved
through cooperation with foreign TNCs and
the practice of protectionism of the Chinese
state for national TNCs that it controls in one
form or another, regardless of whether these
firms are state-owned or private, ultimately
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led the PRC to the opportunity to control the financial basis for eventual political
global economy, forming the economic and hegemony.
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