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CHINA’S CONCEPT OF STRATEGIC AUTONOMY IS
ABOUT DUAL CIRCULATION

China’s dual circulation could be considered a form of strategic autonomy but it differs

in many aspects. First and foremost, China’s dual circulation has as ultimate objective
China’s self-reliance or, in other words, China'’s reduced dependence from Western
imports, specially technology or any other which can create bottlenecks for the Chinese
economy. While the EU’s concept of strategic autonomy also pays attention to the
resilience of supply chains, its ultimat objective is not self-reliance, as it focuses on
co-dependence, as has been clarified by the addition «open» strategic autonomy. Finally,
China’s dual circulation also aims at fostering export markets beyond China’s already very
high share of global exports which inevitable increases the world dependence on China.

El concepto chino de autonomia estratégica es de doble circulacién

La doble circulacion de China podria considerarse una forma de autonomia estratégica, pero difiere

en muchos aspectos. En primer lugar, la doble circulacion de China tiene como objetivo iiltimo

la autosuficiencia de China o, en otras palabras, la reduccion de la dependencia de China de las
importaciones occidentales, especialmente de tecnologia o cualquier otra que pueda crear cuellos de botella
para la economia china. Aunque el concepto de autonomia estratégica de la UE también presta atencion

a la resistencia de las cadenas de suministro, su objetivo 1iltimo no es la autosuficiencia, ya que se centra
en la codependencia, como se ha aclarado con la adicion de autonomia estratégica «abierta». Por iltimo, la
doble circulacion de China también pretende fomentar los mercados de exportacion mds alld de la ya muy
elevada cuota de China en las exportaciones mundiales, lo que inevitablemente aumenta la dependencia
mundial de China.
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1. Introduction

When discussing the concept of strategic autonomy
in European policy circles, one should start with security
before moving to economics. In fact, in 2016, strategic
autonomy became part of the European Union (EU)
Global Strategy doctrine to improve the EU defense
capabilities, including the setting up of a European
Defense Fund, which was established in 2017. However,
that concept has evolved over time to a much broader
one. In particular, the concept currently coined for EU
strategic autonomy (acronym EU-SA) refers to the
capacity of the EU to act autonomously —that is, without
being dependent on other countries— in strategically
important policy areas. These can range from defense
policy to the economy, and the capacity to uphold
democratic values.

The evolution of the concept from a narrower one
centered on security to a broader one, where economic
autonomy plays a major role, can be explained by the
rapidly evolving —and worsening— external environ-
ment. In fact, since President Trump came to power
in November 2016, the United States (US) has been
less interested in the Transatlantic Alliance, not only in
terms of security but also in terms of the economy.
In addition, China’s rise has been quite different from
what the EU had expected. In fact, China has not leaned
towards a market economy, as had been agreed at the
time of its accession to the World Trade Organization
(WTO). Especially since President Xi came to power in
2013, China has gone back to a much more state-led
economic model which, given China’s sheer size, has
created important distortions in the global economy,
negatively affecting the EU. Against such complex
external backdrop, EU policy makers have stepped up
efforts to expand, deepen and operationalize the concept
of strategic autonomy.

A wealth of literature exists on the EU’s definition of
strategic autonomy but much less is known about how
it compares with other similar concepts developed by
major economies, from Trump’s mantra of «America
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first» to a much more developed and institutional idea
in the case of China, namely «dual circulation». In this
paper, China’s «dual circulation» concept is explained
in the next section. The third one introduces key ideas
of the EU'’s strategic autonomy and compares it with
those underlying China’s dual circulation. In the fourth
and last section, some policy conclusions are drawn.

2. China’s dual circulation

Strategic autonomy is known as the ability of a state
to advance its national interests and implement its
desired foreign policy without largely relying on other
foreign nations. The focus and scope of definitions of
strategic autonomy evolved over time. The idea was
initially used in the discussion of security and defense
issues in Europe. However, the concept of strategic
autonomy has grown broader to encompass economic,
energy, and technology.

To pursue strategic autonomy, recent definitions have
essentially focused on three dimensions in practice:
the political, institutional and functional. Politically,
strategic autonomy involves a shared comprehension of
primary goals, which is based on trust and a feeling
of shared destiny. Institutionally, effective institutions are
essential for facilitating decision-making, establishing
regulations, and administering pooled resources in a
flexible, efficient, and legal manner in a political system.
The functional dimension includes all resources, whether
they be sufficient funds, military strength, or cutting-edge
innovation, that need to be matched to achieve primary
goals and facilitate autonomous action when necessary.

As for the benefit, strategic autonomy contributes to
sovereignty in three ways: responsibility, resilience and
peer partnership. Firstly, strategic autonomy requires
assuming greater responsibility for its own well-being
and security. Secondly, strategic autonomy is about
strengthening its own resilience to the challenges of
globalisation, as well as to the political and economic
tactics employed deliberately by external parties.
Thirdly, strategic autonomy is not about isolation, but



CHINA'S CONCEPT OF STRATEGIC AUTONOMY IS ABOUT DUAL CIRCULATION

rather building a stronger platform for cooperation and
partnership. In a world where big powers are more
assertive, strategic autonomy is necessary to enter into
peer partnerships with the heavyweights; and to avoid
asymmetric relationships, where isolated EU members
lack bargaining power.

However, the concept of autonomy is not absolute but
rather a matter of degree. Although achieving complete
autonomy is frequently impossible and not always
desirable, progress can be made to help an economy
to become more capable of advancing its own interests
and values. In addition, it takes time to reach the level
of strategic autonomy.

China’s concept of «dual circulation» is much more
recent than the EU’s strategic autonomy. However, it
is much more economic than that of Europe. It was
first mentioned by President Xi on May 14, 2020 in
the midst of the COVID-19 pandemic and a protracted
trade war with the US, initiated by President Trump in
early 2018 (Jinping, 2020a). This does not mean that
China’s push for self-reliance only started then. As early
as 2015, right after being elected, President Xi sealed
an important industrial policy plan, under the name of
«Made in China: 2025», whose main goal was to reduce
China’s dependence on the rest of the world for key
technologies, such as electric vehicles, semiconductors,
etc. President’s Xi's speech formally introducing dual
circulation at a meeting of the Standing Committee of the
Politburo in 2020 aimed at enshrining China’s objective
to achieve self-reliance while remaining competitive
externally in a single concept. Not many details were
offered on this occasion, except for Xi’s brief clarification
of the two dimensions of the concept, namely, internal
circulation and external circulation, echoing the tradi-
tional two sources of aggregate demand —domestic
demand and external demand—. President Xi also
mentioned that making full use of domestic resources
to promote technological innovation was essential to
ensuring China’s self-sufficiency in key areas. A fur-
ther clarification of the concept came with President
Xi's August 24 speech to a group of social scientists

(Jinping, 2020b), when he noted two important factors
relating to China’s growth pattern: first, the structural
reduction in the current account surplus and the rising
contribution of domestic demand, and, second, the role
of supply reform to increase the contribution of domestic
demand due to more value-added production. Similarly,
in November 2020, China’s Vice Premier Liu He pub-
lished a long article in the People’s Daily (He, 2020) to
explain the «dual circulation framework,» with specific
reference to the 14th Five-year Plan and China’s targets
for 2035. Within this general objective, Liu He made
six policy recommendations on implementation of the
dual circulation strategy, with the last recommendation
focusing on the need to open up. The other five recom-
mendations were in line with President Xi’'s quest for a
strong domestic economy by promoting technological
innovation, increasing domestic supply, improving
financial services, increasing smarter urbanization, and
boosting employment and income.

EU strategic autonomy (EU-SA) refers to the capacity
of the EU to act autonomously —that is, without being
dependent on other countries— in strategically impor-
tant policy areas. These can range from defense policy
to the economy, and the capacity to uphold democratic
values.

In order to structure the debate on strategic autonomy
into analytical categories, this paper assumes that by
and large there have been several phases to the debate
about EU-SA, each with a different focus. From 2013 to
2016, it was mainly seen as an approach to security
and defence matters. From 2017 to 2019, EU-SA was
considered as a way to defend European interests in a
hostile geopolitical environment, marked by Brexit, the
Trump Presidency and China’s growing assertiveness.
In 2020, the COVID-19 pandemic shifted the focus to
mitigating economic dependence on foreign supply
chains. Since 2021, the scope of EU-SA has been wid-
ened to virtually all EU policy areas, including that of the
EU’s values, while the expression ‘strategic autonomy’
was paradoxically used less and was often replaced by
similar concepts, such as ‘open strategic autonomy’,
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‘strategic sovereignty’, ‘capacity to act’ and ‘resilience’.
This paper uses ‘strategic autonomy’ and ‘strategic
sovereignty’ as equal and interchangeable terms. Since
the Russian invasion of Ukraine in February 2022, steps
towards achieving EU-SA are being taken, while the
concept nevertheless remains blurred by the variation
in terminology.

Achieving EU-SA will require a common vision,
political will and capabilities to implement it, and a
distinct role for the EU, between Member States and
global players. Visual tools, such as the 360° strategic
autonomy wheel, can help to identify dependencies
and understand complex interdependencies between
policy areas. Political will was expressed in the European
Council’s Versailles Declaration of 11 March 2022, which
aims at greater EU-SA in defence, energy supply and
the economy. However, EU-SA can be constrained by
Member States and non-EU (third) countries or inter-
national organisations that challenge the EU. This EU
strategic autonomy monitor is the first in a series on
the state of play in the debate and implementation of
EU-SA. It will be complemented by thematic papers in
the ‘strategic autonomy 360° series.

China’s idea of strategic autonomy: dual
circulation central in the 14th Five-year Plan

The dual circulation strategy was crowned as a cen-
tral part of China’s economic planning when the 14th
Five-year Plan was unveiled during the Two Sessions
beginning on March 4, 2021 (National Development
and Reform Commission [NDRC], 2021a). In fact, a
full chapter (Chapter 4) of the Plan is dedicated to dual
circulation (NDRC, 2021b), but with more of a focus on
«internal circulation» rather than external circulation, as
a clear sign that self-reliance is an overriding objective.
One notable aspect of how the dual circulation strategy
is embedded in the Five-year Plan is the unification of
domestic and foreign economic policies in one specific
chapter. This differs from previous plans, in which
economic strategies were more scattered, and it points
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to more coordination between domestic and external
policies to achieve a single target, namely, self-reliance
through technological upgrading. Second, covering both
sources of growth jointly in a single chapter makes it
even more clear that one can serve as a substitute —or a
hedge— for the other. This is particularly important in the
event of a shock, such as the COVID-19 pandemic, or a
more structural change in the external environment, such
as the radical change from engagement to containment
in US attitudes toward China.

For many analysts, the dual circulation strategy is
nothing more than a more sophisticated name for China’s
policy response to the global financial crisis, i.e., a
«rebalancing» away from the vanishing external demand
to the internal market. This strategy became even more
specific after the massive infrastructure-led investment
boom financed by China’s 2008 fiscal stimulus. In fact,
the concept of a rebalancing referred to increasing reli-
ance on domestic consumption rather than on exports or
investment, and it became the mantra of a number of key
economic policies, such as the massive push to increase
wages to create room to boost household consumption.
In the same vein, the dual circulation strategy was also
announced only several months after a sudden external
shock, namely the COVID-19 pandemic, so it might
appear that these two strategies differ only in terms of
their names, but this is not the case.

There is actually an important difference between the
two in terms of the external context. When China intro-
duced its rebalancing strategy, the West, and particularly
the US, was fully engaged with China and multilateralism
was very much in vogue. In contrast, President Xi’s
announcement of the dual circulation strategy came
about after a protracted trade and technology war that
President Trump started in early 2018. The policies
introduced to contain China’s technological rise, such
as the «entity list» forbidding exports of key inputs to
some of China’s key technology companies, including
5G providers such as Huawei, clearly had a bearing in
China’s much more aggressive push for the self-reliance
enshrined in the dual circulation strategy.
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During the months between President Xi’s first
mention of the new strategy to its inclusion in the 14th
Five-year Plan, there were no signs of improvement in
the external environment. The Biden administration has
basically kept in place most of the China-related policies
of the Trump era, including the various restrictions
on technology transfers, whether through exports or
Chinese acquisitions of overseas technology companies.
Furthermore, the Biden administration has been much
more proactive in seeking support from US allies with
respect to China. Against this backdrop, the response
of Chinese policymakers to the external risk, that is,
self- reliance has clearly not lost ground, and if anything,
the opposite has occurred.

The above does not really mean that the Chinese
leadership’s quest for self-reliance would not have
occurred without an external threat. In fact, a focus on
technological development and industrial policy was
present in previous five-year plans, but this has occurred
in a much more aggressive way after President Xi came
to power. The best example of China’s quest to move
up the ladder in key strategic sectors through industrial
policy is the Made in China 2025 program announced on
May 8, 2015 by the State Council (2015). In fact, China’s
catch-up with the developed world in terms of research
and development expenditures has been astounding and
China has thus increased its sophistication of production
and exports (Figures 1 and 2).

The rebalancing mantra was really all about boosting
domestic demand to mitigate the sharp fall in external
demand, which ended in an investment boom —more
than a huge increase in consumption— as household
income until 2008 remained low and there had been
meager growth during the previous five years. The
focus on supply policies was still absent. It finally come
about, with great fanfare, with China’s 2015 major
industrial-policy tool — Made in China 2025.

The rebalancing in 2008 also relied on raising the
contribution of domestic demand to China’s growth. It
was coupled with the idea that driven by faster growth
in domestic consumption, China’s long-standing current

account surplus would, as imports increased, give way
to a deficit.

This time, however, the notion is to ensure that more
of that increased demand is met by domestic production
rather than by imports. In this regard, the dual circulation
strategy is a corollary of the government’s previous Made
in China 2025 program to upgrade China’s technological
capacity as it has become possible to substitute high-end
goods only due to advances in key sectors. In fact, such
an industrial policy tool incorporates setting targets for
domestic sourcing of intermediate goods in key industries
—from semiconductors to electric vehicles— leading to a
reduction in China’s imports of such intermediate goods.

Put another way, the previous rebalancing was about
reducing China’s dependence on exports. In contrast, the
thrust of dual circulation is about reducing dependence
on imports and increasing self-sufficiency. This can be
equated with a «hedged integration» to protect the
Chinese economy from volatility from abroad, while still
benefiting from selling in overseas markets.

How the Dual Circulation Strategy Is Being
Implemented

After the concept was launched and, even more so,
after it appeared in the 14th Five-year Plan, a number
of more specific policies have been developed by the
National Development and Reform Commission (NDRC).

The first, issued on September 9, 2020, aims to
ease supply-side bottlenecks for production, under the
lemma of «promoting deep integration and innovative
development of the logistics and manufacturing indus-
try» (NDRC, 2021c). The plan sets goals to reduce
production and logistic costs and to improve the effi-
ciency of distribution. The focus is not only the physical
integration of manufacturing enterprises but also the
enhancement of information-sharing through the use
of 5G. This plan not only covers domestic logistics but
also those for export markets.

An important implication of the dual circulation strat-
egy, and more generally of the 14th Five-year Plan, is
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FIGURE 1
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the push for basic science. Indeed, unlike the previous
plan for 2005-2020, the «Medium and Long Term Plan
for Science and Technology 2021-2035» focuses on
foundational technologies. In a related document, the
NDRC reiterates support for priority sectors, including
the next generation IT, biotech, high-end manufacturing,
new materials, new energy, electric vehicles, environ-
mental protection, and digital creativity (NDRC, 2020).

The Ministry of Commerce of the People’s Republic of
China (MOFCOM), in its own five-year plan, has started to
use the concept of dual circulation to introduce measures
supportive of domestic consumption and a diversification
of trade. The best example of the former is new measures
announced in February 2021 in the auto sector to stop
local governments from introducing restrictions on car
purchases while requesting subsidies from them for the
purchase of electric vehicles (MOFCOM, 2021a). As
for the latter, on March 1, 2021, MOFCOM announced
measures to increase the presence of foreign investors
at the highest end of China’s value chain (MOFCOM,
2021b), aiming, of course, at further integrating China’s
production capacity vertically. More recently, six ministries
and government agencies jointly issued guiding opinions
aimed at accelerating the development of small and
medium-sized enterprises (SMEs) active in technologies
listed in the Industrial Four Bases Development Catalogue,
a supplement to the Made in China 2025 Strategy. The
policy aims to cultivate SMEs into «little giant» companies
that excel in niche sectors. Similarly, MOFCOM has also
published a guideline for the diversification of imports
in a way that reliance on the Western economies is
reduced by giving more weight to emerging economies,
especially the Russian economy (MOFCOM, 2021c).
Furthermore, MOFCOM, together with the Ministry of
Industry and Information Technology (MIIT) and the
Cyberspace Administration of China (CAC), have jointly
issued a guideline to support the expansion of China’s
digital economy internationally by setting up international
R&D centers (MIIT-CAC, 2021).

In sum, measures to support domestic demand and
upgrade China’s supply chain through inward Foreign

Direct Investment (FDI) or technological upgrading
are all associated with the internal channel of the dual
circulation strategy. In addition, attempts to diversify the
sources of imports away from the developed economies,
especially the US or its close allies such as Australia, aim
at boosting China’s own ecosystem and export markets,
especially in the emerging world. This is, of course,
supported by the improved logistical connectivity through
Belt and Road Initiative (BRI) related investments and by
the expansion of China’s digital commercial capabilities
overseas.

What This Means for the Rest of the World

The way the dual circulation strategy is interpreted,
whether similar to the idea of rebalancing or as a quest
for self-reliance, has major implications for the rest of
the world.

The rebalancing strategy in 2008 relied on raising the
contribution of domestic demand to China’s growth, but
this was done with the support of imported goods. In
fact, Chinese imports of commodities and intermediate
goods ballooned beginning from 2008 as a consequence
of China’s infra-led fiscal stimulus. The rebalancing
mantra was coupled with the idea that faster growth
of domestic consumption would result in a reduction of
China’s longstanding current account surplus and that
this was a natural course in the country’s development
model. It was of course great news for the rest of the
world as it boosted most countries’ exports to China.
Figure 3 shows that exports to China by the world’s
major economies witnessed positive growth rates during
the past decade.

In contrast, dual circulation is geared toward achieving
self-reliance, or self-sufficiency. The implication is that
imports can be substituted for domestic production as
soon as China is able to produce them domestically.
Moving to the terminology of supply chains, this is nothing
but the vertical integration of manufacturing production
within China rather than sourcing inputs from the rest
of the world. In other words, China’s foreign partners
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FIGURE 3
CHINA IMPORT GROWTH BY PERIOD
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might see much less of an increase in exports to China,
particularly high-end manufacturing equipment, than
was the case after 2008 with the rebalancing strategy.
This should be particularly problematic for Germany,
Japan, and South Korea, but also for Taiwan and the US
as the main exporters of intermediate goods, whether
machinery, chemicals, auto parts, or semiconductors,
to the mainland.

Furthermore, and in the best spirit of the dual circu-
lation strategy, not only does China intend to substitute
its imports as soon as it is capable of producing such
intermediate goods,’ but also it expects to export them,
competing with these larger exporters in third markets. In

1 China’s export structure has become increasingly similar to that of the
major exporters of high-end intermediate goods, such as the EU, the US
and also Korea and Japan.
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fact, this is already occurring. China is already competing
with Germany in key export sectors, such as autos,
industrial and electrical machinery, and the same is true
for Japan and the United States (Figure 4).

In fact, third market competition is already a harsh
reality for the most advanced exporters of manufac-
turing. Europe, for example, has lost market share
in Russia (Garcia-Herrero, 2016) and Latin America
(Garcia-Herrero, 2018), for example, and this is bound
to increase as China’s quest for technological upgrading
results in more value-added sectors. In other words,
the dual circulation strategy, rather than a manna
from heaven for the rest of the world, might result in a
double whammy, especially for exporters of high-end
intermediate products. In some key sectors in the future
(whether for energy sustainability or digitization), China
has already leapfrogged past many of the incumbents.
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FIGURE 4

TOP 10 EXPORT SECTORS TO CHINA, THE UNITED STATES, GERMANY, AND JAPAN
(Percentage in total exports, 2019)
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A good example is renewable energy, and especially
solar panels, as China already counts for 71 percent of
the global production share —from barely 15 percent
in 2006— while Japan and Germany, once the leaders,

have clearly fallen behind (Figures 5-6).

3. Comparing China’s dual circulation with

Europe’s conception of strategic autonomy

Europe is big economically but not fully integrated. The
European Union, with a GDP of around $17.18 trillion is
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FIGURES 5-6
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the third largest economy in the world, below the United
States and China. Thirty years ago, the EU launched
the single market aimed at achieving the internal inte-
gration of Europe. However, the single market is still
not completed. Since the days of the EU’s founding,
EU autonomy has been a relevant aspiration but far
from accomplished. The concept of «EU strategic auton-
omy» was first mentioned in 2013 when talking about
strengthening Europe’s defence industry (Damen, 2022).
However, since Trump’s victory in the US elections in
2016, the terms ‘geopolitics’ and ‘geo-economics’ were
on the rise and the EU has started to expand strategic
autonomy to a wider range. The policies brought by
Trump’s administration, especially «America First», and
policies against the World Trade Organization and, to
some extent also NATO, have become a catalyst for
the EU to accelerate the pursuit of strategic autonomy.
Although the US and the EU have a close partnership
in terms of international trade, in 2018 the US Trump
administration imposed tariffs on imports of critical raw
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materials including steel and aluminum in the name of
national security. The EU and its member states also
regard the Trump administration’s attitudes and actions
towards the rules-based international trading architecture
especially the WTO —as a great challenge—. Therefore,
the EU has to be waken up to face the new reality and
do what it takes to develop capabilities to act more
autonomously.

Starting in 2020, the onset of the COVID-19 pan-
demic has further exposed EU’s fragility and external
dependencies, especially on China. Over the years,
China has become increasingly authoritarian and
assertive on the world stage, especially economically
and technologically. Heavy dependence on critical
goods like medical products imported from China was
revealed after COVID-19 outbreak, which also made
the EU realize the necessity to reduce China-related
supply chains’ vulnerabilities (Garcia-Herrero & Martinez
Turégano, 2020). Another major factor behind the need
to avoid dependence on China is related to the US-China
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decoupling. Maintaining a balance between political and
economic interests is becoming increasingly difficult with
the politicized rivalry between China and the US, and
choices must be made.

Putin’s invasion of Ukraine on February 23, 2022,
gave a major boost to the development of EU strategic
autonomy. Crimea should have been an important
wake-up call even before Trump era, but it didn’t reach
the level it needed to be. A key moment in common EU
action was the European Council meeting of 10-11 March
2022, which adopted the Versailles Declaration: a strong
declaration of political will to achieve more strategic
autonomy. Versailles Declaration calls for the EU to
reduce dependencies on Russia in the fields of energy,
critical raw materials, semiconductors, health, digital
technology and food (European Council, 2022).

The initiation of EU strategic autonomy and China’s
dual circulation are for different objectives. As the original
suggestion for EU strategic autonomy in 2013 was
mainly for promoting security and defence, the initial
aim of China’s «dual circulation» focused on reducing the
dependence of economic development on international
trade and shifting the focus to domestic consumption
and investment.

For China, compared with Europe, the biggest struc-
tural advantage of achieving «self-reliance» lies in the
national sovereignty ruled from top to bottom. While
member states of EU could put a hold on grounds of
national sovereignty to quest for EU-SA, China does
not need to worry about those internal problems on the
path to realize «dual circulation».

However, the proposal of these two concepts both
relate to the complex global context. Similar to how the
EU’s strategic autonomy has been emphasized during
the US Trump administration, China’s «dual circulation»
concept was also raised in the context where geopolitical
tension existed. Since Trump indicated in 2017 that
manufacturing subsidies would be strengthened, the
Sino-American trade war has prevented American
businesses from buying Chinese goods. The percentage
of Chinese-made imports into the United States has

decreased. In addition to dependence on raw materials,
China also needs to worry about the source of high
technology, as the US has been restricting China’s
access to high technology. For example, the US
chip ban could have had negative impact on China’s
semiconductor manufacturing industry. The Chinese
government assigned more subsides to those really
critical industries like semiconductors (Garcia-Herrero
& Weil, 2022). However, the difference between China
and the EU is that China is a stronger exporter with more
industrial manufacturing capacity and has comparative
advantages in the production of labor-intensive products.

Besides, China also faced supply chain disruptions
due to COVID-19, despite having a stronger industrial
manufacturing capacity. The difference is that there
could be more challenges coming from the demand
side for China at that time compared to the EU. Since the
pandemic, the global economic downturn has weakened
demand, and this has forced a true wave of manufac-
turing returns to concentrate on the domestic market.

However, China’s response to Russia’s invasion of
Ukraine could be one of the key differences compared
to the EU. Although energy autonomy has also been
mentioned in the «dual circulation», unlike Europe,
China has significantly increased its import volume from
Russia since May, especially the crude oil. In addition,
the strengthened China-Russia trade seems to be a
leeway for China to diversify trade away from Western
countries.

4. Conclusions

The dual circulation strategy might initially appear
to be a buzzword, but it actually has very important
implications both for China and for the world. If we move
beyond the obvious, namely, the boost in both domestic
and external demand, the dual circulation strategy is
really about self-reliance in response to a more hostile
external environment.

In other words, China is turning closer to an economic
model on the import side, but not on the export side, as
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a way to ensure that China’s technological progress will
be able to continue independently of US intentions. An
important and positive consequence of China’s moving
up the ladder through a technological upgrading is that it
will be able to dominate export markets in more sectors
(particularly high-end sectors).

This is very different from the old rebalancing strategy
that Chinese policy-makers introduced in response to the
global financial crisis. The push for a consumption-based
model at that time represented a call for more, rather
than fewer, imports, as is the case for the dual circulation
strategy.

One could argue that the rebalancing strategy was
in line with China’s external environment at that time,
namely, engagement with the superpower, the US The
dual circulation strategy is the result of China’s new
«Weltanschauung» namely a much more hostile world
with the hegemon trying to contain China’s rise.

It is important to note that China’s push for
self-sufficiency is not only a problem for the rest of
the world, particularly the major exporters of high-end
goods, but also for China itself. The reason is that China’s
own quest for decoupling will require huge financial
resources, with all the related inefficiencies. The size
of the inefficiencies will depend on how far China is
from the technological frontiers and what China can do
to shorten that gap. Acquisitions of foreign companies in
areas where China faces the most significant bottlenecks
can clearly help, as in the case of semiconductors, but
that route seems increasingly difficult as the developed
economies step up scrutiny of Chinese acquisitions. As
China continues to close its economy through the mantra
of self-reliance, it will find it increasingly challenging to
maintain a competitive edge. This could result in China
eventually losing its international competitiveness. Within
that context, China’s Belt and Road Strategy can be
seen as an important complementary policy to the dual
circulation policy. By building transport infrastructure in
a hub-and-spoke mode, China is basically ensuring that
economies linked through such an infrastructure will
increasingly depend on China for imports. If the world

AUTONOMIA ESTRATEGICA
68 ICE Enero-Febrero-Marzo 2023. N.° 930

ends up with two ecosystems, China will be one of them,
as it develops its technology to cover all its needs and as
it develops its own standards, as conceived by China’s
manufacturing 2035.

In sum, the dual circulation strategy is a crucial policy
that clearly reflects China’s view of the world and its
place in it. China is seeking to become a fully integrated
market with no need for help from the rest of the world,
though still benefiting from export markets. If the US
pushes for decoupling and takes its allies along, China
can always rely on its own allies along the Belt and
Road. As regards global imbalances, the dual circulation
strategy might result in another trade surplus for China,
as imports would be controlled so to reduce excessive
dependence on the rest of the world, but exports will be
further promoted as a way to monetize China’s efforts
to move up the ladder. In other words, the new dual
circulation policy can basically be understood as an
important substitution strategy that keeps foreign markets
open for Chinese goods. Therefore, the dual circulation
strategy should not be dismissed as a buzzword. Rather,
its implementation will entail major consequences.

When compared to the EU strategic autonomy, it
remains clear that the latter is more open than dual
circulation although the evolution of strategic autonomy
may be such that the difference might be blurring.
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