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Disclaimer

The views expressed in this presentation are the views of the author and do not
necessarily reflect the views or policies of the CAREC Institute, its funding
entities, or 1its governing council. The CAREC Institute does not guarantee the
accuracy of the data included in this paper and accepts no responsibility for any
consequences of its use. The terminology used may not necessarily be consistent
with the CAREC Institute official terms.

By making any designation of or reference to a particular territory or geographic
area, or by using country names in the report, the author(s) did not intend to make
any judgment as to the legal or other status of any territory or area. Boundaries,
colors, denominations, or any other information shown on maps do not imply any
judgment on the legal status of any territory, or any endorsement or acceptance of
such boundaries, colors, denominations, or information.
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BRI, early on. Anyone knows what happened here?

® AFP/Cetty Images/). Thys

http://www.dw.com/en/chinas-view-of-europe/a-18671213

Jean-Claude Juncker, President of the European Commission from 2014 to 2019,
Li Kegiang, Prime Minister of the PRC
Donald Tusk, President of the European Council from 2014 to 2019

http://article.wn.com/view/2013/11/08/Europe and Central Asia Re

gional Consultations in Istanbul h/
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Hopes for win-win, at least on the Euro-Asian continent

The European Commission and the Chinese government signed a
MoU on the EU-China Connectivity Platform to enhance synergies
between China’s “One Belt One Road” initiative and the EU’s

connectivity initiatives such as the Trans-European Transport
Network policy.

At the third China-Central Asia Co-operation Forum in June 2015, a
commitment to “jointly building the Silk Road Economic Belt” was
signed by China and five Central Asian countries.



BRI, a first approximation

The Belt and Road Initiative is a strategy that has
a transportation,

a trade, and

an investment component,

with an institutional superstructure on top.

It has two main components, the
"Silk Road Economic Belt" and the "Maritime Silk Road".

It goes along with China's push to take a bigger role in global affairs.



OBOR: five key areas of cooperation

Vision and Actions on Jointly Building
Silk Road Economic Belt and
21st-Century Maritime Silk Road

Issued by the National Development and Reform Commission,
Ministry of Foreign Affairs, and Ministry of
Commerce of the People’'s Republic of China,
with State Council authorization

March 2015

Source: https://www.beltandroad.gov.hk/visionandactions.html

Coordinating development
policies

Forging infrastructure and
facilities networks

Strengthening investment and
trade relations

Enhancing financial cooperation
and

Deepening social and cultural
exchanges.




BRI covers a large part of the world,
including Greece, Italy and Portugal

China’'s Belt and Road Initiative

Source: China’'s Belt and Road Portal - Copyright Stratfor 2019



Some results for BRI 6 years on: Agreements with 136
countries, major projects under way — and more since

@) P Major Projects

= Promote substantial progress in a number of sym-
bolic projects under the framework of "six corridors,

Y ix Years Of six ways, several countries, and several ports”.
Belt and Road " The construction of China-Laos Railway, Chi-

na-Thailand Railway, Jakarta-Bandung High-
speed Railway, Hungary-Serbia Railway and
other railways has been advanced steadily.

The construction of Gwadar Port, Hambantota
Port, Port of Piraeus, Khalifa Port and other
ports have progressed smoothly

Cooperation Agreements

=/ By late July 2019, the Chinese government had

The construction of the Air Silk Road has been
sped up, and China has concluded bilateral in-
tergovernmental air transport agreements with
126 countries and regions.

concluded 195 intergovernmental cooperation

agreements with 1 3 6 countries and 3 0 interna-

tional organizations. The cooperation in energy and resources com-
munication facilities has been intensified, Chi-
na-Russia Crude Oil Pipeline and China-Central
Asia Gas Pipeline have operated steadily, and
China-Myanmar Qil & Gas Pipeline has been

fully operated.

» The scope of negotiation and conclusion has extended
from Eurasia to African, Latin American, South Pacific
and Western European countries.

6 606

Source: https://eng.yidaivilu.gov.cn/gwyw/rdxw/105854.htm
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The PRC going global - economic roots:
the development of Chinese companies

Fortune Global 500 as of August 2020

Theory behind this statement,
Rank Country Companies among others:

1 M China 124 | |

5 B= United States 121 Forglgn Investment and the Growth of the Firm,
by Edith Penrose,

3 ® Japan 53

4 N W France 31 “The International Operations of National Firms: A

5 . Germany 27 Study of Foreign Direct Investment”

6 == United Kingdom 22 by Stephen H. Hymer

7+ South Korea 14 “American Business Abroad”

g8 K3 switzerland 14 by Charles P. Kindleberger,

9 B+l Canada 13 _ _

10 ™= Netherlands 13 A TheF)ry of (th.e G_rowth of) the Transnational Firm
by Christos N. Pitelis

Source: https://en.wikipedia.org/wiki/Fortune Global 500
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Company competitiveness is more important than size.
However, size matters and retlects in part development.

1004 oo oo Austia___ 1004 e France.
75l Exporters oo e o ___ | — Exporters . -
0 T e IR \ N A oo Exporting firms are larger than

[A]
[in]
1

NN non-exporting firms.

Firms with maore than X employees (%)
Firms with more than X employees (%)
(A%}
[*n]

W0 N NS wd NN .
Theory behind:
0 O . 0 . N -
= X2 emplogess 20 % X emplogess 250 “New new trade theory”
Mark Melitz

== 1004 =004 - - HHDEEIEH ______ E; _______ ( a e t )
3’51 i 8’51 S . —Anpmers “ ”
f;:_ 50+ ?ZL B0 - NS s NoON—€X pOTtETS New trade theory
g e N (Paul Krugman)
E 101 E 04NN
_‘g _§
é 5 E ol TN

20 50 100 250 20 50 100 250

X=employees X =employees

= 100 _______________|1I_E|_|H___ = =1004 - - - EEEEli_n___ =
] o R . porters o e S = Exporters
% — A z, — Al
e T e e Non—exporters o 04— NS e MON—EXpOItErS .
g Non-expore g Hon-expore Source: EFIGE (European Firms In a Global
- R N [ A N \ N Economy), “The global operations of European
] e . . . ”
el N Rl T I N\ firms: the second EFIGE policy report”, Bruegel
= = 2011
E B E Sy NN

20 50 100 250 20 50 100 250 12

X=employees X =employees



Among the large PRC companies are many
infrastructure SOEs, but also many other firms.

Number of 200 largest Chinese companies (according to S&P)

by industry
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The PRC going global - economic roots: Due to a high
saving ratio the PRC is a current account surplus country.

3 - 1. Global CGurrent Account Balance —

? — .
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China is a major international net creditor as a result.

30 - 2. Global International Investment Positions -
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As result of the PRC’s growth, the Euro-Asian
continent has become largely East-West bipolar

GDP, current USS trillion

25
19.8
20 18.5
15.7
15 14.7
10.4 11.1

10

5

2.3
0.7 I

1995 2005 2015 2020E
B China ™ EU-28 ™ India Russia

Source: IMF, author’s calculations



Main conclusions from the first part

¢ BRI is firmly rooted in the development of the PRC’s
economy and firms.

** Therefore, BRI is here to stay longtime, although

probably with modifications and perhaps even under
different names.

*** BRI essentially is neither much of a program or a
strategy, it basically means the PRC is going global.

17
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The PRC’s supplies about 13% of the World’s imports
Was the year 2015 a turning point?

The PRC's exports in % of global imports
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To whom

is the PRC exporting?
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From whom is the PRC importing? Somewhat less
US-focused than exports.

USDbn

List of supplying markets for a product imported by China in 2019 Exporters 2020
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The Euro-Asian continent is highly

ships double as much goods to the

bipolar, but the PRC
EU than vice versa.
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BRI transportation corridor projects (October 2020)
Definitely not only one road or belt.

N OUReeSESTEVERRY ~———— (Highspeed) railroad link w= wm owm North-South Transport Corridor (supported by India,
) e? Iran and Russia)
Atlantic Ocean sossssee, ATC tic (fkehaofsfk % Pacific —— Highway or expressway | ______ . XRACECA (rTlr?ingpon Corridor Europe-Caucasus-
L o, Oil or gas pipeline sia, supported by EU)
(8 X Ocean . L o N.S. Kyrgyzstan North-South Highway
~nrnnr  Electricity transmission or distribution system

@ o E
S %esece] Wamal LNG project P-H.  Trans-Pamir-Highway (Tajikistan)

: mueme T S Proceatit s Major sea lanes (container shipping, MSR) IMTTH  India-Myanmar-Thailand Triliteral Highway
Arkhangelek . wessses  Northeast Passa A Angren (Uzbekistan)

St. Petersburg s ge and other sea lanes g

s P : : S l?o‘\ll:l;:,::l: 4 to be developed Ch.P. Chittagong Port

\Batic Criemical Complex. Cy T— ———  PEACE (Pakistan East Africa Cable Express,|  arc  Afghanistan T Tajikistan
2 \\Moscow ® P undersea communications cable system) B. Bangladesh TKM. Turkmenistan
. Deep-sea ports (newly constructed/ c (éambodtla UZE. Uzbekistan ]
modernlzed) K. yrgyzsian M.P. Madhya Pradesh_(lndla)
L Laos W.B. West Bengal (India)
United Kingdom: in process of exiting the EU

(US), (1), (J) Project supported by the U.S.A., by India, (referendum: June 2016, notification: March 2017,
by Japan withdrawal: January 2020)

Source: Compilation by Stephan Barisitz, technical cartographic expertise of Florian Partl.

v Several railways linking China and Europe were able to reduce the number of days of
shipment to average 15 days, compared with 30-40 days required by sea.

v The land route costs around 20-25% of airfreight.

v Concerns include political landscape, horder constraints and seasonality.

v To maximize the cost-efficiency, it would be also important to ensure there will be enough
shipment from Europe to China as well

Colombo Port Ci
u port to Colombo ambantota

n Regeneration

China-Maldives ®
Friendship Bridge

Indian Ocean
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Railroad connections and the strategic geographic position
of the CAREC region on the Euro-Asian continent

CAREC:

Afghanistan,
Azerbaijan, PRC,
Georgia,
Kazakhstan,
Kyrgyzstan,
Mongolia,
Pakistan,
Tajikistan,
Turkmenistan,
S Uzbekistan

ol

Source: www.dbcargo.com 25
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http://www.dbcargo.com/

Again a bit of history: 29 June 2015, The first container
train from China arrived at the Khorgos Gateway dry-port.

Source: http://24.kz/ru/news/economyc/item/76399-sukhoj-port-ktze-khorgos-gateway-

prinyal-pervyj-kontejnernyj-poezd-iz-kitaya 26
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Bottlenecks of overland trade remain: Speed for rail and
road on the 6 CAREC corridors — SWD not much improved

_ ap 80 00 o o -
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kmyh = ilometer per hour, SWD = speed with deay, SWOD = speed withous delay kmjh = Klometer per hour, SWD = speed with delay, SWOD = speed without delay

Source: https://www.adb.org/publications/carec-comm-annual-report-2019 27
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Soft infra-structure an issue: Time for border-crossing
clearance for rail has improved, for road not much.
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Cabotage rules are a problem too - Delivery scheme from

Urumgqi, China, to Almaty, Kazakhstan

Figure 11: Supply Chain of Goods of PRC Exports via Khorgos

’
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Is it worth it?

*“The week our train left, it cost slightly more than US$1,500 to ship a 40ft container by sea from Europe to China.
The cost of sending the same container by rail was quoted at US$2,500, two-thirds more expensive. The cost
differential between westbound services was even wider, with sending containers from China to Europe by rail two and
a half times more expensive than by sea.

*Yes, rail is quicker, taking roughly half the time of the sea journey. But it is hard to think of any goods for which it would
be worth paying such a hefty premium to get them to their destination in 18 days rather than 35. High-value products —
expensive pharmaceuticals, perishable foods, valuable electronic components which must arrive on schedule to comply
with strict just-in-time inventory management strategies — go by plane, especially given the additional control of
environmental conditions that air transport offers.

*Pretty much everything else loses little or nothing by taking the slow boat. Certainly Scotch whisky, which has
typically spent 10 years or more maturing in dark Highland cellars, has no great need to reach the market a couple of
weeks sooner. Nor do the shoes and socks that made up much of the cargo of the first westbound rail service from
China to the UK earlier this year gain anything by arriving a few days earlier at twice the cost.

*Neither can the rail service be scaled up to the extent that it would rival seaborne freight for economy. A single large
container ship can carry 10,000 40ft boxes between Europe and China in five weeks. To shift as many boxes by rail
would require 294 of the trains that left London two weeks ago. And to get them all to their destination within five
weeks, they would have to leave at intervals of no more than 80 minutes apart constantly for 17 days.”

Source: http://www.scmp.com/week-asia/business/article/2089507/puffing-across-one-belt-one-road-rail-route-nowhere

30
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China-Europe (subsidized) rail rates fall as freight

volumes rise.

Source: https:/ /www.joc.com/rail-

intermodal/international-rail/new-china-europe-
rail-routes-opening-volumes-
rise_20190912 html?destination=node/3616386

“Container volumes on the four main China-Europe rail routes jumped
almost 30 percent year over year to 324,700 TEU* in 2018, according to
data from Belarusian Railway.

That number could climb to 742,000 TEU by 2027, equating to more than
20 trains a day each hauling 82 TEU, the European Commission said.

Almost 77 percent of container traffic between China and Europe in 2018
used the Central Corridor linking China, Kazakhstan, Russia, Belarus, and
the European Union, mainly via the Alashankou-Dostyk crossing on the
China-Kazakhstan border, according to the European Commission report.

The average price to transport a 40-ft. high-cube container from China to
Poland or Germany is now about $4,000 with a transit time of 15 to 18
days. That compares with about $9,000 to ship the same container from
Shanghai to Warsaw in 2010, according to a United Nations comparative
study on Europe-Asian transport links.

Despite the decline in intermodal rail prices, freight rates are still
subsidized by China, although those subsidies have also diminished over
time.” (Subsidies range from $1,000 to $5,000 per FEU**, according to the
Center for Strategic and International Studies (CSIS) in Washington, DC).

*TEU: twenty-foot equivalent unit; FEU: forty-foot equivalent unit
31




Pipelines play a role as well, e.g. the Central Asia-

China Gas pipeline.

‘Dil Gas pipeline - Gas pipeline under construction — QOil pipeline
1,000km
RUSSIA Astana
L]
é
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Alashankou

Aktau o’ & .. Shymkent _ Knoggos  Turpan
o s L
GEORGIA . UZBEKISTAN . oo
.-;,_-r. Tashkente
a7ere ¥ KIRGYSTAN

TURKMENISTAN
* Ashgabat

Dushambe CHINA
o TAJIKISTAN

IRAN
AFGHANISTAN

Source: http:/ /www.europe-china.kz/links

Central Asia oil and natural gas reserves

(2014 Estimates)
Oil Gas
(billion barrels) (trillion cubic feet)
Kazakhstan 85
0.6 Turkmenistan 265
0.59 Uzbekistan 65
0.04 Kyrgyzstan 02
0.01 Tajikistan 02

The Central Asia—China Gas Pipeline (USD 7.3bn) is a
natural gas pipeline system developed as an
extension of an earlier pipeline begun by the Soviets.
The first of these pipelines was completed in 2009 the
second followed a year later. The third pipeline
became operational in 2014, after taking two years to
build. Construction of a fourth pipeline, Line D, is
currently underway. It will provide China with an
additional 15 billion cubic metres on top of the 55
billion it already imports from Turkmenistan.
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The PRC’s outward foreign direct investment stock grew
from 0.2% of the global stock in 1990 to 6.1% in 2019.

Outward FDI stock in % of global stock
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The PRC’s investment/construction financing: everywhere,
developing countries see the bulk of construction projects.

" NORTH AMERICA $70.1 B EUROPE $392.7 I WEST ASIA $291.7 B EAST ASIA $276.3
(excluding US) Great Britain $87.5 Pakistan $58.5 Indonesia $47.7
Canada 554 7 Switzerland $61.6 Russian Federation $54.0 Malaysia $44.4
Panama $3.2 Germany $42.1 Kazakhstan $34.9 Singapore $41.2

. '5;1‘ ‘ !
N

W UNITED
STATES
$185.5

b N2

#
S
Source:

" SOUTHAMERICA $166.3 | | M SUB-SAHARAN ¥ ARAB MIDDLE AUSTRALA  $113.0 https://www.aei.org/chi
Brezil $65.6 AFRICA $300.2 EAST AND . na-global-investment-
Peru $24.7 Nigeria $44.7 NORTHAFRICA  $189.9
Argentina $24.6 Angola $24.1 Saudi Arabia $37.6 tracker/

Ethiopia $23.8 UAE $32.8 35
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Most investment goes to energy and transportation.
Yet?
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Source: https://www.aei.org/china-global-investment-tracker/
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Some decline in the outward FDI flow in 2020,
not so for energy and ITC services, however

Table 13: Total Value and Growth Rates of Non-financial Outbound Direct Investment in 2020

Sect _ _ﬁlﬁ Increase over
(100 million US dollars) 2019 %)
Total 1101.5 04
Of which: Agriculiure, Foresiry, Animal Husbandry and Fishery 139 97
Mining 509 -32.3
Manuzcturing 199 7 05
Production and Supply of Electricity, Heat Power, Gas and Water 278 103
Consiruction 516 394
Wholezake and Retail 160 7 37 8
Transport, Storage and Post 265 =523
Informiation Transmészion, Software and Information Technology Senices 671 —p> .6
Real Estate 273 -43.4
Leasing and Business Semvices 4170 175

Source: http://www.stats.gov.cn/english/PressRelease/202102/t20210228 1814177 .html#
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A major focus: The PRC’s port investments

Driven by the need to secure its lines of trade and Port investment
its burgeoning economic interests abroad, China ® Less than 50% or n/a
has stepped up its investment in port projects. ® 50% or more
£
o.o * ° ®
.o « ® @
° @
@ ° @
~O
.. ®
° “ B}
€
Source: http://euap.hkbu. °
" ©
B3
3
Sources: NPR; COSCO; CMPort Copyright Stratfor 2018

Source: https://worldview.stratfor.com/article/china-changes-gears-belt-and-road-initiative
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Main conclusions from the second part

¢ Trade on the Euro-Asian continent is strongly bipolar East-West
(PRC and EU), although North-South also matters.

¢ Regions in between have to a) cope with the difficulties of
overland transportation and b) work to become more than just
transit routes.

*»* Developing countries need more Chinese FDI other than energy
and infra-structure, and it should go along with
technology/skills transfer.

39



Agenda

» Announcing BRI

» Economic roots

» Trade

» Transport corridors

> Investment

» The difficulties of being a global power

» Likely adjustment strategies

40



Political risks + increasing commercial risks for
Chinese companies?

More than 71% of Chinese
companies said political risk
topped their concerns about
investing abroad, according to
a survey of 300 Chinese
companies published in
November 2017 by the Center
for China and Globalization, a
Beijing-based research
institution. They cited "policy
changes," "political unrest" and
"government expropriation"” as
top worries.

Source:
http://www.chinaeconomicreview.co

m/chinas-soes-wary-belt-road-
political-risk

Table 2. Sector Patterns, 2005-19H1 ($ Billion)

Table 5. Most Troublesome Countries,

Noze: Inother investment, thelead sector is consumer qoods: in other construction, it

is Utilities.

Sector Investment | Construction | Troubled 2005-19H1 {5 EMlon)

—— Count Troubled

Pﬂifrw]d 379.0 333.9 136.2 o Transactions

o S— — — United States 71.7

Transport 18.9 250.4 52.6 AUstala g5

Metals 141.6 36,0 /6.1 Iran 759

Real Estate 100.8 85.2 20.4 Germany 79 3

Finance 80.5 428 Russian Federation 14.3

Agriculture 82.1 17.7 1.0 Libya 12.7

Tachnology 62.0 16.3 28.5 Nigeria 1.5

Tourism 128 90 74 Venezueia _ 3.8

Entertainment 47.9 2.7 2.4 Subtotal for fop Elg_ht et
- - Total for All Countries 388.9

Logistics 33.1 J.| 8

Realth 21,2 3.4 0.5

Other bl.2 55.2 79

Total 1,171.1 814.8 388.9

Source: https://www.aei.org/china-global-investment-tracker/
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BRI from recipients’ perspective - Potential benefits
(Eurasia Emerging Markets Forum)

» Lower transportation costs through increased connectivity

» Accelerated growth of the natural resource, manufacturing,
agriculture and tourism sectors

» Enhanced fiscal revenues, royalties and transit fees
» Increased technology transfer

» More human capital development

Source: http://www.emergingmarketsforum.org/wp-content/uploads/2019/10/Policy-Paper-for-SNB-2019-09-23-Color-
without-Marks-.pdf ; selected and shortened by the author
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BRI from recipients’ perspective - Potential risks
(Eurasia Emerging Markets Forum)

» Higher fiscal vulnerabilities and unsustainable debt accumulation

» Unfair benefit sharing between producers/exporters (host countries)
and investors/importers (China)

» Inadvertent environmental degradation caused by some BRI projects

» Underestimation of potentially significant longterm operations and
maintenance (O&M) costs

> Little to domestic job creation due to excessive use of imported
Chinese labor

> Loss of domestic productive capacity as connectivity improves and

foreign competition becomes more of a threat

Source: http://www.emergingmarketsforum.org/wp-content/uploads/2019/10/Policy-Paper-for-SNB-2019-09-23-Color-
without-Marks-.pdf ; selected and shortened by the author 43
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BRI, non-BRI, 2017-18 a turning point?

180

»
[ )
160 _
3
140 178 46 1331
120
Source:

100 https://www.aei.org/china-
() £ 56-46 global-investment-tracker/
60 49 63 56 %% 63 Quoted from Ashwani Bishnoi,
40 Pravakar Sahoo,

_""" ‘ BELT AND ROAD INITIATIVE:
20 Developments, Economic and
0 Strategic Implications

2013 2014 2015 2016 2017 2018 2019 2020

s Non-BRI === BRI Total
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[s the PRC slimming down the Belt and Road Initiative?

The overseas construction boom is fading

Chinese engineering projects abroad

50+

40

30+

Yo¥ % change, 13mcma

Revenue of completed projects N*

2012 2013 2014 2015 2016 2017 2018 2019
CEIC, Gavekal Data/Macrobond

*“The data maintained by China’s Ministry of
Commerce on engineering contracts abroad show
a turning point in 2018.

*The value of new contracts signed worldwide
fell for the first time in 25 years, declining 8.8%
to US$242bn after an 8.7% rise in 2017.

Growth in revenues from existing projects,
which had grown about 5% annually since 2014,
slid to a marginal 0.3%.

*A narrower measure tracking projects in 61 Belt-
and-Road member countries also fell 13% to
US$126bn in 2018.

‘That weakness has continue in 2019, with the
value of new contracts down 6.7% YTD through
August, and existing contracts down 4.2%.”

Source: https://research.gavekal.com/article/belt-and-road-slims-down 46
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Has BRI become softer?

At the First Belt and Road Forum for International Cooperation in 2017, President Xi announced that China would:

e provide assistance worth RMB60 billion to launch more projects to improve people’s wellbeing in the
following three years;

e provide emergency food aid worth RMB2 billion;
e make an additional contribution of USS$S1 billion to the South-South Cooperation Assistance Fund;

e launch 100 “happy home” projects, 100 poverty alleviation projects, and 100 health care and rehabilitation
projects; and

e provide relevant international organizations with USS1 billion.

At the Second Belt and Road Forum for International Cooperation in 2019, President Xi announced that China
would:

e implement the Belt and Road South-South Cooperation Initiative on Climate Change;
e expand cooperation in agriculture, health, disaster mitigation and water resources;
e invite 10,000 representatives to visit China;

e encourage and support extensive cooperation on public wellbeing projects among social organizations of
participating countries; and

e continue to run the Chinese government scholarship Silk Road Program.

Source: White-book: China’s International Development Cooperation in the New Era
http://www.xinhuanet.com/english/2021-01/10/c _139655400.htm
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Development aid within BRI (from the White-book:
China’s International Development Cooperation in the New Era)

Least developed

. 45.73%
countries

Concessional

loans 48.52% Grants 47.3%

/ Lower middle-

income countries

34.77%

Higher middle-

. . 14.87%
mncome countries

International
organizations
and others

Interest-free loans 4.18%

Chart 2: China’s Foreign Aid Recipients by Income Group, 2013-2018
Chart 1: China’s Foreign Aid in Three Categories, 2013-2018

Oceania 2.26%

44.65%

Europe 4.53% Others 0.25%

36.82%

Latin America and
the Caribbean 13.52%

Africa 45.04%

7.27%

4.24% 3.71% 3.31%
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Chart 4: Cooperation in Human Resources
Chart 3: Distribution of China’s Foreign Aid by Region, 2013-2018 Development by Region, 2013-2018



The PRC has begun to more carefully mitigate

financial risks.

Financial Guarantee

= With a focus on promoting the building of a long-
standing, stable, sustained and risk-controllable diver-
sified financing system, Chinese financial institutions
have provided adequate and secure financial support
for Belt and Road construction projects.

5

=h China has released the Debt Sustainability

p Framework for Participating Countries of
- the Belt and Road Initiative and estab-

lished the Multilateral Cooperation Center
for Development Finance.

>

Source: Belt and Road Portal: https://eng.yidaiyilu.gov.cn/gwyw/rdxw/105854.htm

China has set up the Silk Road Fund, initiat-
ed Asian Infrastructure Investment Bank,
and driven banks and insurance institutions [Iy
to provide financial support for Belt and

Road construction projects.

< >

@

By late June 2019, China Export & Credit

Insurance Corporation had achieved an

insured sum of some 770.4 billion U.S. dol-

lars in Belt and Road countries, and paid insurance in-

demnities of some 2 3 87 billion U.S. dollars; the

Silk Road Fund actually contributed a sum of nearly

10 billion U.S. dollars.
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Will the PRC modify its contract practice? Example:
“No Paris Club” clause: China versus benchmark set

China Development Bank 43%
China Exim Bank 81%
. . | “A debtor that flouts the comparability principle and follows through on its preferential
Multilateral creditors treatment promise to CDB or China Eximbank would be in serious breach of Paris Club
. . - norms, and would likely damage its relationships with the IMF, the World Bank, and
Bilateral creditors other official and commercial creditors. As part of the Common Framework agreed in
(DAC members) November of 2020, China and other G20 members that are not part of the Paris Club
Bilateral creditors | agreed to restructure their claims on the poorest sovereign borrowers in tandem with

the Paris Club, implying broadly the same terms, including comparability of treatment
for both official and commercial claims...”
(Anna Gelpern et alt. How-china-lends-rare-look-100-debt-contracts-foreign-

governments)
o | | | | |

0% 20% 40% 60% 80% 100%

(Non-DAC members)

Commercial banks

Source: https://docs.aiddata.org/ad4/pdfs/How China Lends A Rare Look into 100 Debt Contracts with Foreien Governméesfds.pdf
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More comprehensive cooperation under the BRI?

(from the White-book: China’s International Development Cooperation in the New Era)

1. Enhancing Policy Coordination
* Building platforms for the Belt and Road Initiative to dovetail with the development strategies of participating countries
* Creating opportunities for regional economic and trade integration

2. Strengthening Infrastructure Connectivity

e Connecting the six corridors and six routes

e Building logistics corridor on the 21st Century Maritime Silk Road
e Building air transport hubs

3. Promoting Unimpeded Trade

* Facilitating trade Related: China’s Foreign Assistance for
* Improving trade capacity Combating Covid-19

4. Deepening Financial Integration
* Supporting the improvement of financial systems
* Building multilateral cooperation platforms for financing

5. Fostering Closer People-to-People Ties
* Improving people’s lives
* Furthering people-to-people exchanges

e Strengthening cultural cooperation

Source: http://www.xinhuanet.com/english/2021-01/10/c 139655400.htm 51
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BRI from recipients’ perspective — How to benefit most
while reducing risks (Eurasia Emerging Markets Forum)

> Integrate BRI projects into national plans and priorities
» Conduct rigorous cost-benefit analysis

» Upgrade secondary and tertiary infrastructure that allows local
businesses to take advantage of BRI-supported corridor infrastructure

» Accelerate soft infrastructure reforms
» Ensure competitive procurement and construction contracting
» Accelerate regional cooperation and integration

» Leverage the support of international financial institutions

Source: http://www.emergingmarketsforum.org/wp-content/uploads/2019/10/Policy-Paper-for-SNB-2019-09-23-Color-
without-Marks-.pdf ; selected and shortened by the author 52
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Main conclusions from the third part

¢ Both the PRC and the recipient countries need better
elaborated risk mitigation mechanisms.

¢ BRI projects have to be well-aligned with national and regional
development plans.

*¢* Procurement and contracting should become more transparent
and in line with international procedure standards.

¢ The development aid part of the BRI should be well-alighed

with the international development cooperation.
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Thank you for your attention!

Questions? (We love ‘em)

R
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