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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 its 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?

http://www.dw.com/en/chinas-view-of-europe/a-18671213
Jean-Claude Juncker, President of the European Commission from 2014 to 2019,
Li Keqiang, 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.
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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.
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OBOR: five key areas of cooperation
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BRI covers a large part of the world,
including Greece, Italy and Portugal
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Some results for BRI 6 years on: Agreements with 136
countries, major projects under way – and more since

Source: https://eng.yidaiyilu.gov.cn/qwyw/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

Rank
1
2
3
4
5
6
7
8
9
10

Country
Companies
China
124
United States
121
Japan
53
France
31
Germany
27
United Kingdom
22
South Korea
14
14
Switzerland
Canada
13
Netherlands
13

Source: https://en.wikipedia.org/wiki/Fortune_Global_500

Theory behind this statement,
among others:
“Foreign Investment and the Growth of the Firm,”
by Edith Penrose,
“The International Operations of National Firms: A
Study of Foreign Direct Investment”
by Stephen H. Hymer
“American Business Abroad”
by Charles P. Kindleberger,
“A Theory of (the Growth of) the Transnational Firm”
by Christos N. Pitelis
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Company competitiveness is more important than size.
However, size matters and reflects in part development.
Exporting firms are larger than
non-exporting firms.
Theory behind:
“New new trade theory”
(Mark Melitz)
“New trade theory”
(Paul Krugman)

Source: EFIGE (European Firms In a Global
Economy), “The global operations of European
firms: the second EFIGE policy report”, Bruegel
2011
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Among the large PRC companies are many
infrastructure SOEs, but also many other firms.

Source: S&P, author
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The PRC going global - economic roots: Due to a high
saving ratio the PRC is a current account surplus country.

Source: IMF staff estimates, WEO April 2021

1
4

China is a major international net creditor as a result.

Source: IMF staff estimates

1
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As result of the PRC’s growth, the Euro-Asian
continent has become largely East-West bipolar
GDP, current US$ trillion
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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.
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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?
USDbn
Exporters

Source: TradeMap

2020

USA

452.6

Hong Kong, China

272.7

Japan

142.6

Viet Nam

113.8

Korea, Republic of

86.8

Germany

79.0

Netherlands

72.6

United Kingdom

66.7

India

60.1

Taipei, Chinese

57.5
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From whom is the PRC importing? Somewhat less
US-focused than exports.
USDbn
Exporters

Source: TradeMap

2020

Taipei, Chinese

200.7

Japan

174.9

Korea

172.8

USA

136.0

Australia

114.8

Germany

105.3

Brazil

84.1

Viet Nam

78.5

Malaysia

74.7

Russia

57.2
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The Euro-Asian continent is highly bipolar, but the PRC
ships double as much goods to the EU than vice versa.
EU-28's exports to the PRC, US$ billion

PRC's exports to the EU-28, US$ billion
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BRI transportation corridor projects (October 2020)
Definitely not only one road or belt.
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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,
Uzbekistan
CAREC Institute
Source: www.dbcargo.com
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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-gatewayprinyal-pervyj-kontejnernyj-poezd-iz-kitaya
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Bottlenecks of overland trade remain: Speed for rail and
road on the 6 CAREC corridors – SWD not much improved

Source: https://www.adb.org/publications/carec-cpmm-annual-report-2019
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Soft infra-structure an issue: Time for border-crossing
clearance for rail has improved, for road not much.

Source: https://www.adb.org/publications/carec-cpmm-annual-report-2019
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Cabotage rules are a problem too - Delivery scheme from
Urumqi, China, to Almaty, Kazakhstan

Source: http://cfcfa.net/images/downloads/CPMM%20AR2014%20ENG.pdf
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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
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China-Europe (subsidized) rail rates fall as freight
volumes rise.
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Pipelines play a role as well, e.g. the Central Asia–
China Gas pipeline.
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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.

Source:
https://www.aei.org/chi
na-global-investmenttracker/
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Most investment goes to energy and transportation.
Yet?

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

Source: http://www.stats.gov.cn/english/PressRelease/202102/t20210228_1814177.html#

37

A major focus: The PRC’s port investments

38

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.
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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-roadpolitical-risk

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-Colorwithout-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-Colorwithout-Marks-.pdf ; selected and shortened by the author
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BRI, non-BRI, 2017-18 a turning point?

Source:
https://www.aei.org/chinaglobal-investment-tracker/
Quoted from Ashwani Bishnoi,
Pravakar Sahoo,
BELT AND ROAD INITIATIVE:
Developments, Economic and
Strategic Implications
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Is the PRC slimming down the Belt and Road Initiative?
•“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 Beltand-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

Has BRI become softer?
At the First Belt and Road Forum for International Cooperation in 2017, President Xi announced that China would:
• provide assistance worth RMB60 billion to launch more projects to improve people’s wellbeing in the
following three years;
• provide emergency food aid worth RMB2 billion;
• make an additional contribution of US$1 billion to the South-South Cooperation Assistance Fund;
• launch 100 “happy home” projects, 100 poverty alleviation projects, and 100 health care and rehabilitation
projects; and
• provide relevant international organizations with US$1 billion.
At the Second Belt and Road Forum for International Cooperation in 2019, President Xi announced that China
would:
• implement the Belt and Road South-South Cooperation Initiative on Climate Change;
• expand cooperation in agriculture, health, disaster mitigation and water resources;
• invite 10,000 representatives to visit China;
• encourage and support extensive cooperation on public wellbeing projects among social organizations of
participating countries; and
• 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

4
7

Development aid within BRI (from the White-book:

China’s International Development Cooperation in the New Era)
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The PRC has begun to more carefully mitigate
financial risks.

Source: Belt and Road Portal: https://eng.yidaiyilu.gov.cn/qwyw/rdxw/105854.htm
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Will the PRC modify its contract practice? Example:
“No Paris Club” clause: China versus benchmark set

“A debtor that flouts the comparability principle and follows through on its preferential
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
other official and commercial creditors. As part of the Common Framework agreed in
November of 2020, China and other G20 members that are not part of the Paris Club
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-foreigngovernments)
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Source: https://docs.aiddata.org/ad4/pdfs/How_China_Lends__A_Rare_Look_into_100_Debt_Contracts_with_Foreign_Governments.pdf

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
• Connecting the six corridors and six routes
• Building logistics corridor on the 21st Century Maritime Silk Road
• Building air transport hubs
3. Promoting Unimpeded Trade
• Facilitating trade
• Improving trade capacity

Related: China’s Foreign Assistance for
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
• Strengthening cultural cooperation
Source: http://www.xinhuanet.com/english/2021-01/10/c_139655400.htm
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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-Colorwithout-Marks-.pdf ; selected and shortened by the author
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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-aligned
with the international development cooperation.
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