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THE WORLD ECONOMY AND REGIONAL ECONOMIC INTEGRATION

The Silk Road: The History,
Conditions and Perspectives

Y. Makogon, K. Osypenko

(Donetsk National University, Mariupol State University )

Abstract: The article deals with the historical background for the creation of the Silk Road. Based on
the research conducted the article defines the routes of cargo transportation of the ancient and modern Silk
Road and analyzes the background for creation of the " New Economic Belt — The Great Silk Road". The aut-
hors studied the possibilities of using the potential of Ukraine to implement the conceptual provisions of the
project " One Belt, One Road" and payed much attention to the main goals this project.

Key words: The silk road; The new silk road; Transit capacity of territory; " one belt — one road" ;

Economic belt

Authors: Y. Makogon, Doctor of Economics, professor, Donetsk National University ( Vinnytsia,
Ukraine ) , Honored Scientist and Engineer, Vice — President of the Academy of Economics of Ukraine, Hon-
orary Professor of Harbin University of Commerce (PR China) ; K. Osypenko, PhD ( Economics) , teaching
assistant , the Department of Management, Mariupol State University ( Mariupol, Ukraine)

The hallmark of the ties between East and West
which dates back centuries has always been the Silk
Road. The emergence of this transcontinental road
followed up the trade, cultural and spiritual interact-
ion that existed thousands of years earlier.

Even the first civilizations and early state asso-
ciations that emerged in Copper Age and Bronze
Age sought to expand the territory they already oc-
cupied. These are Kritomiken, Egyptian, Mesopot-
amian, Luristan territories, the territories of the Tr-
anscaucasus and the North Caucasus, the territory
where lived the people of Namazghinskin the south
of Central Asia, the HarappianValleys of Indus, and
the Yin civilization of China. Trade at this time was
carried out on the territory which stretched for seve-
ral thousand kilometers. This is evidenced by nume-
rous researches made by scientists [ 8, p.9]. For
the first time in the history of mankind, occupying
the vast territory from the Mediterranean region to

the Pacific Ocean, this route had connected various
countries and peoples, connected their material, art-
istic and spiritual culture. For many centuries the-
yhad exchanged ideas, technologies, crafts, and
beliefs on this Road.

The Silk Road had several routes that passed
through various passes in the chain of mountainsav-
oiding the deserts, but the most famous was the " n-
orthern route" , it startedat Changan, an ancient
capital of China andtravelled through Lanzhou to
Dunhuang, where the road split into two routes [ 8,
p.10].

The Northern route started form Yumenguan
and went through the northern foothill of Tian Shan
mountains through Hotan, Turpan, San Tash Pass,
the city of Suyab (the modern village of Sabzi, Kir-
ghizia) , Kulan (Lugovaia village) , Uch — Bulak,
Taraz, Isfijab ( Shymkent, Kazakhstan ), Chach
( Tashkent, Uzbekistan) , Zamin, Samarkand, Bu-
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khara, Amul ( Chardzhou, Turkmenistan), Merv
(Mary, Turkmenistan ), Herat. Then, the route
went through Hecatompylos, EcbatanaandHierapolis
and led to the coasts of the Mediterranean Sea. In
the Middle Ages, the main route of the Silk Road
started from Baghdad.

It is clear that by the end of the eras, a consi-
derable experience of cultural and economic cooper-
ation between the representatives of the Western
ancient society had been gained through the cooper-
ation between the merchants form the Middle East
and Western Asia with the peoples of Central Asia
and Southeast Asia. However, before touching up-
on the genesis of the Silk Road one shouldtake into
account the formation of the communication network
in China and the creation of the Far East region as a
whole. This process took place when the ties betwe-
enearly Chinese, the nomads of Mongolia and East-
ern Turkestan and among the nomads (the Yuezhi,
the Wusuns and theXiongnu which conquered them
later) were established. By the beginning of the
reign of the Han dynasty (202 BC), a network of
communication routes had been already formed in
Eastern and Central Asia. It had occupied a vast ter-
ritory ; from Northern China to the Amur, Baikal,
Minusinsk Hollow, Altai, Tien Shan, Pamirs and
Tibet.

The Silk Road was primarily the main route for
trading. The New Silk Road also serves for the dev-
elopment of trade between the western regions of
China and the countries of Central Asia. The near —
border SEZs are primarily connected to the same ra-
ilway roads, like Dostyk, built around the only rail-
way border point at the Kazakh — Chinese border.

Back in 200 BC, the Silk Road was a transcon-
tinental trade route from Asia to Europe, which con-
nected the Roman Empire in the West and China in
the East. For several centuries the main section of
the Silk Road lay from Chang - gang ( modern
Xian) to Constantinople. Today, the Silk Road De-
velopment Initiative is aimed at facilitating the trade
and investments to Central Asia. In close coordinat-
ion with the governments of China, Kazakhstan,
Kyrgyzstan, Tajikistan and Uzbekistan, this strategy
helps this region to become prosperous again. The
Silk Road countries have become a region with the
high growth rates and investment — flow potential.
At the same time, in order to use a wide range of
opportunities, the public and private sectors of these
countries should deepen their cooperation, demonst-
rating their willingness to improve the situation in
the region.

This will help to satisfy the modern consumer
demand that emerged as the result of the globalizat-
ion of the production of goods and services over the

— 2 —

past three decades. The concept of investing in the
countries of the Silk Road is seen through the lens
ofthe overall economic situation in the region, its at-
tractiveness for foreign direct investment ( FDI),
prospects for growth, opportunities for regional coo-
peration, as well as branding and marketing activit-
ies. The Silk Road Development Initiative offers a
comprehensive approach to tackle this issue. Every
statewhich is a part of the Silk Road, except for Ch-
ina, is landlocked. At the same time, Uzbekistan is
also twice land — locked country ( there are only two
such countries in the world) , since neitherUzbekis-
tan itself, norits neighbors have access to the sea.

The revival of the Silk Road will profoundly
change the economies of Central Asia. China will
not stop at merely restoring its part of the Silk
Road. The project of the restoration of the ancient
trade artery requires intensiveinvestments from the
Chinese stakeholdersin building highways and other
infrastructure and transport projects launched in the
countries of Central Asia. However, thenew Silk
Road will not be as significant as an ancient one if it
does not reach Rotterdam.

The history of any nation is determined not on-
ly by its own material and spiritual resources, but
also by its external environment. No nation has ever
been and never is completely isolated. Now it’ squ-
ite clear that even in the early periods, long before
the revolution in the means of communication, cer-
tain types of interaction between peoples had been
inevitable.

Prosperity of the KievanRus was the result of
the foreign trade. It is worth mentioning that during
the early Middle Ages the dynamics of international
relations were not like today. The main European n-
ations werebeing created, but the center of gravity,
both political and cultural, was not located in West-
ern or Central Europe but in Byzantium.

Ukraine is a statewhich occupies the largest ter-
ritory in Europe and acts as the " geographical fact-
or". Itis a so — called marker which defines social
development through the conflict between the North
and the South, the West and the East. The " geogr-
aphic fate" of the state is determined bythe area of
its development which isa multidimensional ( geop-
olitical, mythological, religious, geo — economical,
socio — cultural, etc. ) communication environment,
on the shaky and inflamed borders of whicha creat-
ive or a destructive energy is formed.

Let us consider the history of the formation of
the geo — economical code of Ukraine which is cr-
ucial for understanding the nature of modern transfo-
rmations. In the past, the " geographical factor" pl-
ayed an important role in the rapid expansion of
KievanRuson the political map of Europe. The
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economic upswing of Byzantium caused the need to
form a new route which was called Trade route from
the Varangians to the Greeks. The geographical div-
ision of labor intensified not only the specialization
in the production of certain goods produced for the
external market, but also ensured the functioning of
trade links[ 8, p. 156].

This required the consolidation of local tribes
around a single center. Thus the creation of the gre-
at Kiev began. The geographical position of Kiev,
which is situated on the border between forest and
steppe in the point of convergence of trade river rou-
tes from the Upper Dnieper, Pripyat, Berezina, So-
zh, Desna, Teterev, where besides the Dnieper rou-
te to Tsargrad (trade world center) , the route split
and went to the Volga and the Don turning the city
into a strategic center that controlled the trade of a
vast region.

A high level of transit capacity and access to
the seas havecreated favorable conditions for world
economic integration. An important step inthe econ-
omic development strategy of Ukraine is the integr-
ation of its national transport and service corridors
into the maintrafficartery of the international comm-
unity. This process seems to be more significant

given the need to boostgeneral export and import
potential of Ukraine taking into account the geopol-
itically advantageous location of the country, which
allows considering its territory as a regional Europ-
ean macro — transit transport and service zone. The
geostrategic position of Ukraine allows it to be a co-
mmercially advantageous bridge for goods and pass-
engers traffic between the European andAsian count-
ries and the Middle East countries. At this stage,
there is no certain strategy for further development
of the partnershipbetween China and Ukraine as well
as for the practical implementation of agreements th-
at have already been signed. Ukrainian business el-
ite is seeking new opportunities in China, but witho-
ut state support this will be very difficult, as
Ukrainian companies will have to compete with the
leading foreign companiessupported by the govern-
ment.

In terms of commodity turnover, Ukraine is
ranking third among the trading partner of the PRC
in the CIS (after the Russian Federation and Kazak-
hstan). The People’s Republic of China ranks first
among Ukraine’s trade partners in the Asia — Pacific
region (Fig.1).
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Fig 1. Foreigntrade betweenUkraineand PRC,
2008 —2015 ( billions of US dollars) [ 6 ]

As it shows the figure 1, startng from the year
2013 such indeces ascommodity turnover, export
and import have been gradually decreasing. This is
caused by the number of reasons which have to do
with economic, military and political instability.
This is also caused by the fact that till the year 2012
Russia had been one of the most importan trading
partners of Ukraine. Hovewer, taking into account
the latest occurenies, Ukraine had to deversify the 1-
ines of export and expand the product range. The
authors think that the decrease in indeces analyzed is

temporarily.

China is a leader of high - tech products expo-
rt, so it is no wonder that the PRC prevalently expo-
rts to Ukraine mechanical equipment, machinery,
and manufacturing equipment - (30.3% ).

Thelarge share of the world market of light
industry is also accounts for the Chinese producers,
and the share of goodsproduced by the textile indust-
ry which are exported from China to Ukraine acco-
unts for 16. 1% (Fig. 2).
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16.1%

30.3%

® Mechanical equipment

~ Textile and textile goods

# Cheap precious metals

# Agroindustry and food products

N Chemical industry output

Fig 2. Commodity structure of import between Ukraine and Chinain 2015 [ 9]
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Fig 3. Export of goods from Ukraine to Chinain 2015[9 ]

Withtin the structure of Ukraine’s export to Ch-
ina in 2015, the largest share accounts for the raw
materials like mineral commodities (43. 1% ) and
grain crops - (30. 1% ). This ephasizes the focus
of Ukrainian export on the raw material, which does
not allow to imposethe added value (Fig. 3).

Taking into account the topic of our research,
it is necessary to pay attention to the possible prosp-
ects that brings the partnership between Ukraine and
the PRC in such a structur — formingfield as laying
of transport corridors and delievery of Asian goods

to the countries of Europe. Not only China, but
most Asian countries are interested in reducing the
cost and time fordelievering goods from manufactu-
ring countries tothe countries with large consumer
markets, in particular to the countries of the Europ-
ean Union.

New traffic arteriesgo through China, Kazakhs-
tan, the Russian Federation, Belarus, Poland, Ger-
many. The travel time is 16 — 18 days, which is 15
days faster than by sea (Fig. 4).
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Ukraine is willing to actively participate in the
expansion of the geography of this transport corri-
dor. This is favored by the geo — economical locat-
ion of our country, extensive transport infrastructu-
re, vigorous trade and economic ties with neighbo-
ring countries and the PRC, and the powerful cons-
umer potential of the domestic market of Ukraine.

Now Ukraine does not take into account the ex-
perience of China and the ideas that provide for the
use of potential of Ukraine, which could have helped
to implement the conceptual provisions of the proje-
ct " One Belt, One Road" in the sense of re — indus-
trialization, modernization and increase of product-
ion efficiency, environment protection and use of I-
ogistics capabilities.

The " One Belt, One Road" initiative is aimed
primarily at establishing close economic ties between
China and western part of Eurasia. In case if Ukra-
ine does not accept this initiative and if there is a I-
ack of practical steps to implement this initiative in
the territory of Ukraine, China will have to look for
alternative routes that would go through the territory
of Russia or Turkey.

In geopolitical terms, China is a committed su-
pporter of European integration of Ukraine and has
always defined Ukraine as " an important European
state" . The government of the PRC encouraged the
signing of the Association Agreement between Ukra-
ine and the EU and now considers the attraction of
Ukraine to the development of the " New Trading
Area - the Great Silk Road" , personally suggested
by President Xi Jinping. If China’s promising plan
is successfully implemented ( which anticipates Ch-
ina’s direct access to Europe though Central Asia
and the Caucasus), Ukraine will play a brand new
geopolitical role of the " first European country of
the Silk Road. "

Thus, Ukraine has a unique opportunity to be-
come the center of the development of the New Tra-
dingArea — the Great Silk Road in the Black Sea —
Baltic region with the participation of the Baltic co-
untries, the Visegrad Group, Romania, Bulgaria,
Belarus, Georgia [6].

The fact that Ukraine does not see itself as an
important actor in the relations between Europe and
Asia, its insignificant attempts to take its own steps
towardsthe cooperation with Europe and Asia leads
to the dependence of Ukraine on its trading partners
and make it an arena for competing geo — econo-
mical projects. The likelihood of this scenario will
depend not only on the actions of the Chinese gove-
rnment, but also on the success of the negotiations
between the EU and the US on the creation of a Tr-
ansatlantic Free Trade Area. In any case, there is a
great chance for Ukraine to become (or not to beco-

me) an object of other geo — economical projects,
without the right to determine its role and priorities
[6].

It is worth noting that the " New Economic Belt
— the Great Silk Road" project is not so infrastruct-
ure and transport oriented as it is seen as a breakthr-
ough in terms of the integration of China into the
world economy and ranking first in it. [10].

The Silk Road Economic Belt is made up of the
countries which were primarily a part of the classic
Silk Road, in particular it lies through the territory
of Central and West Asia in the Middle East and Eu-
rope and implies that the region will become a cohe-
rent economic space which is to be achieved through
the development of in frastructure and the expansion
of cultural and economic ties [ 12].

In 2015, the PRC ranked first in the world in
terms of GDP and PPP. At the same time being the
world’s largest exporter of goods it has been ranking
first in commodity turnover since 2013 and it keeps
possessing vast foreign — currency and gold reserv-
es.

Within the period of the implementation of a
five — year plan (since 2011 till 2015) , the internat-
ional trade in services, which previously hadnot be-
en so developed in China, grew at an average
annual growth rate of 14. 5% , and now Chine is ou-
tpaced only by the US by this index ( when five ye-
ars earlier it ranked fourth). For these five years,
the average annual growth of theoutflow of foreign
direct investments abroad accounted for 13.1% , as
the result, China ranked third in the world by this
index [1]. The growth rate of foreign direct invest-
ment ( FDI) in China itself is ranking first in the
world.

The international profile of China is very high
due to its impact on world economic growth. These
were reforms and policy of openness that afforded
the country opportunities for new achievements in
international economy. The Chinese government sti-
cks to the principle of taking all the good things cre-
ated in the world and putting them to work for the
prosperity of their country.

China views the " New Silk Road" project pr-
imarily as the way to set up more favorable condit-
ions for the economic and social development of the
country. One of the main goals of the " One Belt,
One Road" initiative is the development of China’s
central and western regions. These regions occupy
86% of the country’s territory, 58% of the populat-
ion lives in this territory and only 15% of external
commodity turnover and 16% of FDI account for
these regions. The project should promote openness
and interaction between the eastern, central and we-
stern regions, which implies a shift of " openness"
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out of coastal provinces deep to the inland territories
and from the regions along the Yangtze Valley to
the inland regions. This stage is very important tak-
ing into account the launch of the program for the
equalization of living standards in China [2].
Within the framework of this initiative, China
has actually committed to invest in the development
of infrastructure and resources of countries which lie

along the new Silk Road. These should lead to the
expansion of multifaceted economic cooperation bet-
ween China and these countries. A certain level of
unification and integration of infrastructures of these
countries will open up additional opportunities for
Chinese companies to invest in their industry and
infrastructure.

Table 1. Key member countries and main indices of their development| 10 ]
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GDP billions )
of dol.
11064,7| 1365,9| 11,7 184,4] 6,6| 53,1| 54,6] 477,1| 3363,5 750,3| 271,1| 195,1| 62,6 208,8
Export
billions of
dol. 20982 281,8 49| 36,8 1,5] 10,9 23,3 202,5| 1339,7| 569,7| 20,4 35,0 11,0 264,0] 66,0
Import
billions of
dol. 15874 1914 34 252 3,9 9,2 27,6 197,3] 1054,9| 503,4| 47,2 41,5/1660,0] 359,1| 40,0
foreign trade
turnover
billions of 3685,6] 473,2 83| 62,01 5,5[ 20,1 509| 399,8| 2394,5(1073,1| 67,6 76,5 27,6] 623,1| 106,0
Land area
thousands of
square km 9597,0| 17075,4| 1564,12717,3| 198,5| 86,6] 207,6| 312,7| 357,0] 41,5| 803,9| 144,0] 678,5| 3287,6/1648,0
Population
millions of
people 1371,2| 144,1 3,0l 17,5 6,01 9,7 9,5 38,0 81,7 16,9 1889 160,1| 53,9 1311,1] 79,1

The new Silk Road is a large — scale integration
project, a complex of routes designed or being alre-
ady built which include not only roads, but oil and
gas pipelines, as well as the sea route from the Sou-
th China Sea to Europe. The geography of the pro-
ject goes far beyond the activities of the SCO and
covers almost the whole of Asia; Western, Central,
Eastern and South — Eastern parts. These territories
are home for 60% of the world’s population and the
rates of GDP accounts for more than one fifth of the
world rates. Observers note that the content of the
project is of a highly humanitarian nature, and one
of the most unexpected consequences of the implem-
entation of this project is the exchange of knowled-
ge, technology and cultural exchange.

In conclusion, the authors reckon that the suc-
cessful implementation of the project of building the
"New Silk Road" will, in some way, even mark
the beginning of the new era, the era of active exp-
ansion of Asia into young and exuberant Europe.
China’s national interests, surely, center around its
economic development, and therefore party decis-

— 6 —

ions and government policy are quite pragmatic.
Thus, one of the main goals of the " One Belt -
One Road" initiative is the development of China’s
central and western regions. That is, the Chinese
initiative is more inwardly — directed than outwardly
— directed towards the Chinese economy and Chine-
se society.

The development of relations between Ukraine
and China shall be based

primarily on economic interest, within the fr-
amework of the concept of " soft power" of China
and the new Eurasian integration project " One Belt,
One Road". Only when the practical and stable
Ukrainian — Chinese trade and economic ties are est-
ablished the political support can be secured. As the
potential for economic cooperation between states is
closely related to the infrastructure projects, Ukraine
should take measures aimed at developing its own
infrastructure capacity.
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